RURAL DEVELOPMENT ASRISK MANAGEMENT
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Abstract

This paper proposes a new concept of rural devedoprm an uncertain world. The nature of risk and
uncertainty is discussed and risk management imeatefas a positive model of economic and social
behaviour. Some relevant paradigms for rural dearaknt are briefly reviewed and evaluated within the
general approach of risk management.

It is demonstrated that the suggested view of nenagement can effectively combine and reconcile
different approaches outlining their advantagessmattcomings. Departing from a subjective defmnitof

risk management we progressively include its sogialensions and this introduces both complexity and
structure in the process of development.

1. Introducing risk management

Recent research into decision making (Huber, 198djcates that human behaviour in general and
economic behaviour in particular is better thoughtas a process of reducing uncertainty througk ris
defusing operators, that is, risk management. Thwr@anment is characterised by uncertainty — ansl th
uncertainty is often high, not well structured arrdducible. Development can be viewed as a coatisu
process of evolution of the available risk managenwperators broadly classified into control, new
alternatives, worst-case plans and precautions.

One can list many examples of risk defusing opesatuch as agricultural diversification (combioatof
control and new alternatives), rural tourism (nelieraatives), insurance (precautions), sharecrappin
(worst-case plans). Since the concept originata® fa naturalistic decision making perspective, Whica
positive, rather than normative approach to thélera of decision making, it differs considerablgrfr the
conventional approach of subjective utility maxiatien under which the decision environment is taien
given. The purpose of risk management is to alter énvironment. This can be done by exploiting som
objective features as in the case of insurance lwpi@sumably includes in the economic calculation
objective probabilities for the events which argured against.

From a normative point of view the act of insuringuld only make a difference for those persons whos
subjective risk perceptions differ from the objeetones. From a positive point of view howevers ihot
worth taking chances and insurance reduces thepas&eption. Similarly spraying crops or vaccingtin
animals can reduce or eliminate some unfavourabgsipilities, thus altering the environment in whic
farmers operate. Another often ignored form df nsanagement is to modify the subjective perceptibn
risk. An example is when one simply ignores sonfermation. Strictly speaking the latter does rfzargge
the decision-making environment, but the percepoibi, that is the subjective reality. The abowdikition

of risk management has to be positioned on sounddftions. It seems to contradict the long traditd
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utility maximisation in a range of social sciendesm economics to psychology. It requires a better
definition of the concept of risk and our undersliag of socio-economic processes.

2. Thenotion of risk
a. Risk and uncertainty

These two terms are often used interchangeablyemieless they express different nuances of thee sam
phenomena. An often cited distinction is made bygkin(1921) who defined risk as the case in whigré
exists an underlying (objective) probability dibtrtion of possible outcomes, and uncertainty asctse
where no such distribution exists. This distinctisroften viewed as artificial and unnecessary.é\heless

it has deep roots in economics and other sociahses. It is clear that what we face in everydayid, in a
Knightian sense, almost exclusively uncertaintyisTid the main reason why many claim his distincii®

not useful. In contrast to this, we find his ddfonm significant and meaningful and will use it asorner
stone in explaining and developing the concepiséf management.

Note that the use of the term risk is much widemtlthat of uncertainty. With the notable exceptidn
Austrians, economists predominantly speak aboki risow is this possible if the world in which wied is
dominated by uncertainty and risk is just an awklguest? The main reason is the association ofwiik
probability distributions and thus the link to thiegant mathematical apparatus of utility maxiniisatThe
‘transformation’ of environmental uncertainty intbe concept of risk is made by using the idea of
subjective utility, which expresses the problenoae with a probability distribution. This makes pibée
the calculation presented in subjective utilitydhe We note several significant elements of thevab
scheme. First, risk is closely related to the gmktyi of rational calculation; second, it is antrinsically
subjective concept and third, the concept of risknthates theory via its mathematical apparatus thus
providing an ‘objectivised’ interpretation of regli In this manner uncertainty ceases to ‘exisDn the
other hand, for the Austrian school, such a catmrais impossible and thus the concept of risk is
unnecessary. Austrians emphasise the structuraaaiea of uncertainty. While the lack of a probypil
distribution is often considered in mainstream @coies as an information problem, which can easdy b
resolved, Austrians stress that uncertainty isnoftalical, in the sense that we do not even knowat ite
possible outcomes are. This is a distinction intcedl by Keynes (1973), whose definition of uncettai
was “We simply do not know”. We note that the Kegime view is firmly in the direction outlined by
Knight. These types of Knightian uncertainty that due to ignorance about the underlying probabilit
distributions are potentially calculable and transfd to the domain of risk, while unstructuredoremain

in the domain of uncertainty. This is a more baémhapproach than that of the neo-classical ecorspmic
where all uncertainty is finally reducible to riskiVe note that risk and uncertainty are linked tigio the
concept of ignorance. This points to the subjeativance of the term risk.

b. Definingrisk

Knight's definitions of risk and uncertainty havéluenced the development of these concepts awodghr
the mathematical appeal of subjective utility pded today’s dominance of the use of the first tdtrhas
been a point of departure for those who subsequemtated the usefulness of his distinction. There
however, a considerable historic context of thifni@n and we wish to exploit it to further disgiuish
between risk and uncertainty. As stated earliex,vilorld around us is characterised by uncertairityis
however clear that in the face of sheer uncertdmiyan action, and particularly economic actiomas
possible. In order to act, we need a vision of wld, we need an idea about its structure. Hehee t
uncertainty of the objective world needs to be dlated into a subjective perception. Therefore wfnd
uncertainty as a characteristic of the environna@at risk as the subjective perception of this uagsy. In
this we are departing from Knight's definition. Wmtainty, as defined above, may indeed in mostschse
structural, but is not always. Risk on the othemchamay be predominantly calculable, but not neardgs
so. One may for example be aware of either oneisrance or be aware of the structural charactéhef
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uncertainty and this would make comprehensive taticun impossible. The distinction of risk and
uncertainty as corresponding phenomena in subgeend objective reality takes into account the éidd
context of the use of these terms. But one canowattake a stance that this distinction is meansgjl®isk
and uncertainty are linked via our learning abdujective reality but also via our ignorance. Subyec
perception will never be equivalent to reality. Aua(1994) argues that analysis of risk must takewtt
of the selective response to perceived uncertambehaviour. By defining risk as subjective petaap of
environmental uncertainty we respond to his appeal.

c. TheRisk Society

Defining risk as a subjective concept is not né®ne of the most eminent examples of such a defimis
Beck’s (1986) proposition of the ‘Risk Society’. fAmally Beck does not make the distinction that Knig
(1921) made between risk and uncertainty. He claimsit is not useful. He uses the term risk taate
basically Knightian uncertainty. Nevertheless thigin of his risk concept is in the calculation.|€Gdation
is not necessarily perfect, it is an internal feglabout the environmental probabilities. In othards,
calculation is only feasible internally and does meed to meet the 'objective’ environmental prolitds.
Owing to this he sees risk as a subjective peroemi an uncertain world.

What is not clear however, is whether and how datisakers are aware of this uncertainty. Indisetitls

is stated in a modified form where he discussdstransition. The latter implies greater awarenasthe
environmental uncertainty in the sense that it m®pends on actors’ actions inter alia. It is sedsthat
‘objectively’ in traditional societies the undeniyg uncertainty also exists but awareness is somébhwer,

in the sense that it is paid less attention. Treatgr awareness is maybe created by the ideatigé ac
shaping of the environment. This idea is a soufaesk itself.

Beck’s concept of risk is psychological and intért@ the decision maker. Risk is explained as a
consequence of the idea of control. The very nationsk is defined first as a spatial and latea@smporal
concept. The origin of the concept itself is tladcalativeness, that is, the desire to calculatéénfuture.
That is, he deems risk as a psychological categgdaged to our desire to control the environmeihie Tise

of the concept of risk, in this case, is relateth®idea of provision of security. Security is tixén of risk.

It is a way of avoiding some risks and acceptirgent in order to achieve desirable positive outcniae
latter is a concept that assumes active manageaiethte risk, and suggests that this is a subjelgtive
defined process. Linking the concept of risk ta tifarational calculation reveals the social ch&aof this
phenomenon. The idea of risk has become institali®ed via our desire to control reality and sitluis
desire is becoming increasingly forward lookingg thtrinsic uncertainty of the time dimension hased
our awareness of risk. To summarise ‘the riseisK is a social phenomenon, but its mechanisms are
subjectively rooted.

Beck contends that risk control inevitably leadsi¢ov risks and to producing other risks. That s idea of
risk is that of transformable uncertainty. Beckimcept of risk is similar to the Keynesian one atmdctural
uncertainty is excluded, because awareness, aogotdiBeck, is an important component, if not major
determinant of risk. The latter provides us witle ibea that risk can be transformed. And since iask
subjective perception, this leads to the point whiére subjective alteration of the (subjective)litga
represents a risk management process.

The rise of risk, understood as subjective peroeps a product of modern society. This can bestithted

by the paradox in what Giddens (1999) calls thel“ehtradition”. The idea of control (freedom) tHaads

to greater diversity in (economic) action, leadsate@maller role of “tradition” and thus via the ater
diversity in options and choices to greater unoaiga This is what Giddens (1999) defines as
‘manufacturing’ risks. The greater awareness ofrthe of institutions in economics in latter yehmvever,
suggests that the “traditions” are very importamtie decreased role of “traditions” in this caseld be
better interpreted as a kind of a transition towaedgreater role of subjective risk management. The
traditions imply a more uniform perception of theveonment, while their end means greater hetereiggn
which logically would lead to more internal thantemxal risk management. This effectively justifies

3



Giddens’s claim about the manufactured risk exmemsivhich is identical to Beck’s ‘rise of risk’. h&y
both emphasise the reflexive nature of risk peroapt and this is again a form of subjective risk
management. This reflexive component is not newne&Sexamples include Morgenstern’s (1931) paradoxes
(particularly the story of Sherlock Holmes and Pndioriarti) and Keynes’s (1973) beauty contestislt
related to the problem of rationality in generatlam more detail would go beyond the topic of thesent
paper. What is important is that it stresses tlgestive nature of risk.

The main feature of Beck’s “Risk Society” is thaetactors are confronted with socially createdt(iha
‘manufactured’) risks. The leading social instituts (economic and legal) not only produce theses risut
also make them socially non-existent. The operaiothe latter two processes is the essence ofRis&
Society’. The failure of social institutions to perly reflect the uncertainty increases the subject
awareness of risk. This however is the main difieeebetween our and Beck’s vision of risk. Beckwae
risk as a predominantly social phenomenon, whilefvean a decision making perspective, see it inciem
subjective light. There is no contradiction betwdbese two stances. Douglas and Wildavsky (1982)
contend that risk cannot be defined objectively awhdt is perceived as “risk” depends upon the whedd
by individuals or groups. Since individual valueg gocially dependent, then the rise of risk in erad
society is clearly a social phenomenon, as Beckemgand should be explained in subjective terrhe. T
social ‘production’ of risk is a good illustratiar the interwoven linkages between social and siibje.

The BSE crisis was brought about by the pursuindividual interests which, according to the ‘inbig
hand’ principle should lead to achieving the comnmdarest. If this was all that mattered howevewaould
have been simply a market failure which we couldehavoided. The pursuit of profit, which led to tmse

of animal waste in feed, however, also reflectedsomers’ desire for cheaper food. The common
perception did not want to pay attention to theeptal possibility of disastrous consequences. This
possibility was there; it is well known that suctiximg of animal species can create dangers. What wa
missing however, was awareness of the seriousretfgsopossibility. It was ignored, that is it wast
perceived as risk. Whether one can say that this avaesult of government failure, or profit-blinded
farmers, the truth is that this is a common resjidlitg. This practice was not risky, simply becaus was

not perceived as such. The risk arises only wherp#rceptions change and this happened when BSE was
discovered.

3. Theconcept of risk management

One could argue that the shift towards subjectiistylso a perception phenomenon. Risk assessmsnt h
probably always been subjective. In traditional istbes however, the higher role of traditions and
institutional conditions create an impression atgyetter stability in the environment and thisieipreted

as some kind of objective reality. Objective insticase is nothing more than institutionalised sivjey
(see Commons, 1934 on the linkages between commabrndividual). This variety creates awareness for
the greater role of subjective differences anddeada perception of the greater role of individaetors.
The origins of this idea are rooted in the Renaissaconcept of free will and the economic emphasis
individual action. The latter has evolved into thday’s diversity and multi-functionality. The pdx is
that the original idea was to get the “ideal” m&he quest for such an ideal however resulted irenfieat
substitutes. To put it simply, we cannot assert tha situation has dramatically changed. What ghdns
our perception and awareness. These are dependetiectype of mental accounts we employ in our
decision making processes, or, in other words,imrpretative frameworks. The latter are instdaoally
shaped and this creates a type of embeddedness) inhis turn creates the problem of 'rising risk’

The embeddedness is also expressed in the gefesk.oRisk stems from the idea of control andtcol
becomes a tool to shape the risk. Since contralngental activity, risk becomes subjective too.e Tisk
management creates subjective comfort in thatitees the risk, by decoupling it from the uncettaiithe
latter process not only describes the idea beliadtdncept of risk management, but also explains sk
management is the main characteristic of the dmcisiaking process. Without it, calculativeness wadt
be possible. Calculative agencies are viable imrasertain world only in two cases. The first isagance
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and the other is the intentionally ignoring of soefements of the environment. Both these can beesgpd
as simplification of the initial problem. This silifization may be subconscious or intentional, sitfinal
aim is to lead to simpler decision making rules.other words, calculative agencies should be, aed a
rather simple and necessarily neglect some impoatspects of reality. This cannot be fully contdinethe
bounded rationality paradigm, which states that simplification is a result of scarce resourcesour case
this simplification is also a consequence of oterpretation of the problem, our subjective app@ais

In this case institutional changes are importarcghee they not only change the environment, thaygé
the problem itself. The result is that old waysdefling with tasks are no longer viable and onalsde
correspondingly modify either the institutions dtematively to change one’s perception of the fgob
These two factors are mutually related. They expte® different dimensions of institutional changesk
management reconciles the subjective and objectadities and creates satisfaction for the indigidu
decision maker. It resolves the rationality paradoxi simultaneously leads to types of behaviout tha
through feedback from the objective to the subyecteality initiates an evolutionary process tlmtfome
economists is a justification for the optimisatibypothesis. The differences between these twotie=ali
however are substantial and consequently the iditprmodel collapses after thorough examination.

a. What type of vision doesit presuppose?

We have emphasised that the ideas of control irergénand calculation in particular, are relatedhe
concept of risk. Risk management is essentiallyihg in which we take care of risk in decision nmaki
The dominant paradigm of subjective utility firmipks the latter with probability calculations. Pability
calculation is a form of risk management, becatsé@lea is to express the multidimensional peroepaf
uncertainty, that is the risk, as a single numbst @ combination with some other numbers such as
expected utility and risk aversion, produce an andw the decision dilemma. It is a way to firstnsform
the decision problem by simplifying it, and thentase the risk out of it. One can see that suckastn
making procedure, with well defined probability tdisutions is effectively equivalent to the casepeffect
foresight. There are however two problems. Firglaims to be universal and tries to impose itselfall
types of decision making problems; second, it isrealistic. The latter means that it has beenresitely
criticised in that it does not conform to realityterms of predicting the outcome of human behaviBuen
more importantly humans, in general, cannot effetyi utilise the concept of probability, they dot haok
for such information.

In a study by Huber (1997) an experiment requingojects to search for further information afterriggi
given a minimal description of a decision probldmonly 2 of 72 cases was any probability inforroati
requestetl The latter underlines the narrowness of the stibg utility paradigm in explaining human
behaviour. The main message of this theory howeverot its technical mechanism. It is the general
‘qualitative’ representation of the decision makiprgpcesses, as a combination of simplifying thebjenm
and taking the risk out of it. The main point isitlidecision is possible only if we take the risk oftiour
problem. This is the vision we want to put forwaadd this is the role of risk management. We sisefribm

a positive not normative point of view. What is ionfant is not what people should do but what they
actually do. The normative approach in social smerhas tried to impose the ‘ideal’ way of doinmdis
and has resulted in an instrumentalist methodolodye do not claim that any social science should be
strictly positive. This is untenable. But in orderobtain the desired results one should base sisabn
positive rather than normative foundations.

The type of calculation involved in decision makipgpcesses is prevailingly not that of the probgbil
calculus. A reasonable, rational man, should netsugh type of calculations. Even if there is asaw
estimating a probability distribution, as in theseaof insurance, this distribution will be estinthtey the
insurer based on some Law of Big Numbers and waplaly for its pool of potential insurees. In other
words, this calculation is relevant to the persdmvaces numerous cases with similar charactesisTicere

1 In only one of the four problem contexts was simpléghility information supplied in the minimal probletfescription.
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are of course many constraints to the usefulnegsatifability calculus even in this case, becauggeifect
appraisability can lead to adverse selection (Aked970, Arrow, 1971). Let us however look at titker
side of the example, the insuree’s. The persom¢psut insurance cannot use probability calculesabse,
the world in which he/she lives is a unique onee Trisured event, let us say a fire will either rappr not.
For the insurer knowing that in 15 out of 1000 sa#ieis will happen is sufficient to calculate some
premiums. The average, expected outcome and theretfe expected subjective utility are howeveritdél
relevance to individuals when they take out an riausce policy. Let us note that there are two pdessib
outcomes: nothing will happen and the house wilinb'he ‘expected utility’ calculation will provide
result whose probability of occurrence is exactyoz Like Shackle (1949, 1979) contended therenate
many worlds and we do not just live in the average.

The risks we have to manage have to be foresedniwativance and once they happen, this is a unique
event that changes our life. Owing to this, ouioag that is our decision whether to ignore thegilole
occurrence of some risky event, or to do our besmanage it using some risk management operator
depends on our perception of the seriousness abitsequences, not on its probability. The propostd
management concept stresses the subjective attdutie decision problem rather than the probahilitits
occurrence. This is a less mechanistic processsigaiverned by our interpretative frameworks aodegns

our behaviour in a non-ergodic world, and we ararawof the non-ergodicity present in our environtnen
The non-ergodicity leads to irreversibility of tlstructures (Callon, 1991). This type of vision dam
illustrated by the Differentiation and Consolidatidheory (Svenson, 1992). The uniqueness of our
experience is expressed in the subjective peraepide do not however argue for an entirely subyecti
approach. Subjectivities are interdependent arigdirio each other. Perception is by and large aksaocial
phenomenon. Social attitude conditions individusiceptions.

The foot and mouth epidemic in the UK has recendiged public awareness and therefore individual
attitudes towards its hazards. In other words, &t mouth risk, although a subjective perceptionature,

is also a social construct. Both the subjectivd social character of risk defy the normative applo
Normative approaches need criteria of what is ‘gadl what is ‘bad’. The latter are however mental
constructs, which cannot be universal. Slavery awag of organising agricultural production was
considered perfectly good practice for a large parthe 19th century in America. Profit, the ‘unisal’
driver of the market economy, was considered a wickledicci’'s Christian Italy, and nowadays Islamic
countries. BSE risk is another example. It is \yidecknowledged that it exists, but the UK debdt¢he
ban on meat on the bone and whether or not itdeable, clearly demonstrates that normative viengs
difficult to maintain.

b. Defining risk management

Risk management is a process of smplifying the decision problem aimed at restructuring it in such a way
that the risk (the subjective perception of the environmental uncertainty) is excluded.

The main drive of risk management is the idea otrad. One wants to be able to control the probl&his

is also one of the risk operators. Control mearapisiy the problem and transforming it so that its
characteristics are altered in favourable direstidrne control operators (are believed to) offeetes of the
unfavourable possibilities. In this way they extr@aome risk out of the problem. The use of control
operators is dependent on our current knowledgéhefproblem and particularly of our structural and
procedural knowledge. Control operators need a hafdeow the environment changes. Control therefore
assumes decision making in time as an associaaraihg process. We can reduce the occurrencentd so
detrimental outcome, or alternatively increase tifafavourable outcomes, only if we have such asahu
model. Another prerequisite for control operatarshie availability of a relatively clear distinatidetween
‘good’ and ‘bad’ outcomes.

Let us look at the use of chemicals in agricultymadduction. These are a way to increase yieldd,the
quality of the final product. This is achieved byeyenting the influence of say worms and diseaEhs.
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other side of the story is that such chemicals asoumulate in the final product. Recently this basn
perceived as a ‘bad’ thing. Therefore this contpkrator worked well until the categorisation oé th
outcomes had changed. Organic farming is also basetle use of control operators. It claims tovpre
the unfavourable consequences of commercial farnbpgcertification and other measures. Note that
agriculture before its commercial era was in ppreiorganic. The control has led to two essentially
opposite tendencies. The difference is howeverpéneeption of what is good and bad, and therefeke

The drive towards novelty defines the search fav akernatives. Unlike the conventional subjectiniity
story of well defined and exhaustive charactemsatf the problem, we are often aware of our ignoea
The idea of control pushes us to try to transfomigkitian uncertainty into Keynesian risk, thattespetter
assess the structured uncertainty. The new alteesabperator transforms ignorance into knowledgex.
awareness of risk exposure is coupled with an awvese of ignorance. While new alternatives operators
decrease this ignorance, it rarely disappears.

Control and new alternatives operators transforemtiture of the problem. Nevertheless they aralnletto
get rid of all the risk. Precautions operators sfanrisk outside the problem by either transferrinem to
somebody else, like in insurance, or by preventimggr unfavourable consequences occurring. Thenskeco
type of precaution operator looks similar to thetocol operator. The main difference is that thetoan
operator uses the interpretation of how things tiondn order to prevent occurrence of some unfaable
consequences, while the precautions operator id wsout the thought of altering the outcomes, but
simply taking measures that will offset their capsences. Ideally one would like a totally risk frgeblem
but this is not possible. Risk is a deterrent toiglen making. Excluding it is costly and cannotfh#ly
accomplished. For this reason we have to be ablewte some tolerance of risk exposure. That ieuif
perception is that risks are significantly small ean ignore them, and act as if they do not eXikts
thresholding of risk is a prerequisite of actiongdaepresents a built-in mechanism of alteringsiiigiective
reality. These thresholds can be modified durirgdécision making process.

In some cases defusing all the risk, even withugeof a level of risk tolerance may not be possiln this
case one would tend to use the least risky knovemreltive. The worst-case plan operator is useddace

the risk exposure in such a way that risk exposgirainimised. It does not resemble a ‘risk frekoice,

but is the second best. Nevertheless the implicaifahe use of worst case plans operator is sirtolahe
use of the other operators. Although there is aaramess of the existence of risk in the transformed
problem, decision can be made, as if it did nostexi

The problem is therefore the way we define theutative nature of risk. Risk management does not do
such a risk ‘assessment’. It takes the risk awaynfthe decision process, not by calculating it, It
transforming the problem and controlling it. ‘Rat&d’ risk assessment, is simply one form of risktcol.

We cannot assert that it is non-existent, but grymgeneralise it to any situation is a ratheolwgrfoolish,
attempt, destined to fail.

c. Why rural development isrisk management

Rural development is an increasingly popular condéepas been identified with terms such as ‘indded’,
‘multifunctionality’ and ‘sustainability’. Withoutentering into definitional nuances, we note thadsth
concepts are ‘fuzzy’ (Kostov and Lingard, 2001)eTuse of such concepts leads to greater risk aessen
The well defined aims of agricultural policy vaniahd the ‘second pillar’ of the CAP has to be makig
a much broader context. This puts more emphasth@way risk perception and interpretative framesor
govern behaviour. Behaviour, seen from the instntalst and functionalist point of view becomesaér
and unpredictable. The risk management conceptebeny helps us to delimit behavioural patterns and
better understand them. Viewing development assla management process defines the way in which
different perceptions and views channel human ehaitd action in an uncertain world. The paradigm of
probability calculation does not work not only besa of the structural character of the uncertaiakgted
to integrated rural development, but also becausean instrumentalist tool of normative analy#igt does
not fit into the positive view of behaviour thatrigeded to explain what may actually happen, naitwh
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the ‘best’ (or second best) that should happerk Ris major element which one should take intcoant
when choosing a course of action.

The ‘integrated’ character of rural developmentgasggs that there are many relevant variables thpadt

on the outcome of this process. The idea of comgirall relevant variables into a single quantifeabl
decision number, directly contradicts this view. Kernai (1971) put it, there can be no economy that
functions with a simple information system. The h@bility calculus does this type of inadmissible
simplification. There is evidently a conflict betare complex multidimensional reality and the need fo
simple decision-making criteria. A probability aallgs is not able to accommodate such a contradictio

Risk management, as defined in this paper, propasesy out of this dilemma. The perception of the
environment takes only those elements that areestibgly, (that is experience dependently) deenoelolet
important and relevant. This simplifies the ‘objeet problem. The process of risk management thas

on this perception, that is, on the associatedriBlefusing the risks further simplifies the demisproblem
and makes it possible to choose an acceptablenatitee. It is not claimed that this alternative viié the
perfect one, or that it will be the best with rajés some black-box criteria such as individualffgmences.
But the choice is a rational one. Furthermore the@n awareness that although the choice has lisessd
on a simple criterion, reality is much more compénd not all risks may have been defused out of the
problem. The latter implies that decision making iself-correcting process over time. In a comglesial
environment where there are many different integinge frameworks and different, often conflicting,
interests, the ‘best’ solution to the problemsashe found by some kind of preliminary co-ordinatiof
these interests. The latter would only be possiblene can understand and reconcile the differesi r
perceptions and if there are appropriate risk defusperators available to socio-economic actors.

4. Thesocial capital approach

We have argued elsewhere (Kostov and Lingard, 2@fHt) the concept of integrated rural development
needs a new non-instrumentalist and non-reducti@piproach, and have suggested that the sociahtapi
paradigm can provide the tools for such a new amroln what follows we briefly review some elensent
of the social capital approach in the light of tls management view of development. In this dismrswe
examine the economic understanding of developnergsult of market processes to clarify the sigaiice

of this view of risk management.

a. Networks

The network approach allows us to concentrate an itherweaving linkages and interactions. Our
understanding of this approach builds on the wé@&mnovetter (1973, 1985). The term network igrobaf

as a set of actors, linked to each other by spelaiiks. These links can be stronger or weakerriAcgpal
merit of the network view is the understanding oh#reducibility. The actor is identified by the wetrk in
which he/she participates, and more precisely bynétwork context, which is that part of the netvibrat
the actor knows better and explicitly includes is/lier calculations when engaging in action. Thvegrise

to the problem of embeddedness (Granovetter, 198&)actor and the network are essentially embetided
each other. The actor’s identity, that is the corabon of own perceptions and the opinion of others
evolves within the network context. The networklre same time can be identified as a structuredyato
of the identities of its participants.

By applying the networks view we can avoid the rodtiogical trap of explaining decision making under
uncertainty, because networks impose stringent ramitional constraints on both individual and
organisational behaviour. The network links detime type of information that will flow through, v the
identities of economic and social agents resthetihnformation that will be taken into account.this way
one does not need total information to calculate@timal decision, a requirement that most conwoeati
economic models need.



The economic agents are embedded in the socio-stom@tworks and should not be regarded outside thi
context. Focusing attention on these networks eafitribute to elaborating a holistic systems vidvihe
problems of integrated development. We once aga@ss the non-reducibility of the network approach.
One cannot concentrate on the actor within a ghetwork or alternatively on the network structuketor
and network are the same and are analytically arsdybe and intractable on their own. This apprdaah
evolved into the Actor-Network Theory (ANT). Oumaihere is not to review this approach, but to link
and reinterpret in within the proposed risk managmiew in order to clarify the latter.

The central place in the network theories is theeess of the actor’s identity evolution. To be dstent, we
consider the economic dimensions of the evolutibtast succinctly these have been analysed and
formulated in Callon’s (1998) work on framing angedlowing. Framing is a process of differentiatidwat
makes the different elements distinctive from eaitter. In the realm of the network approach, ba# us

to distinguish and define actor and network. Frgmineates the structure of the decision problene Th
economic laws of supply and demand for example rmssuthe form of a framing in which supply and
demand have to be identified and distinguished fearch other. We see framing as a subjective praxfess
formation of categories, which will further redefiand influence our perception of the environmeittt all

its characteristics. In other words framing is agass of translating environmental uncertaintids in
subjective perceptions, that is, risks. The riskhisrefore a social product, as Beck contendedgesihe
institutionalised mental categories define a pdioapstructure which is then imposed on our subject
individual perception system. Framing is therefargype, but only one possible type, of structurifgis
structuring makes action possible through the foionaof specific calculative agencies. Overflowirgg

the other hand, according to Callon, is the occuweeof outcomes that are not calculable within the
structure imposed by the specific framing. One cammevent overflowing, not only because an absolut
calculation is impossible, but also because thestructural uncertainty. In this way developmestdmes

a continuous process of consecutive framing andfloveng, followed by reframing designed to contain
the overflowing and so on. In economic terminologie can express this as a never-ending process of
internalising externalities. The driving force bfg process is the idea of containing the overfitayiwhich

is equivalent to eliminating the risks. Therefdrstis a dynamic form of the risk management preces

Callon says “Markets are not embedded in netwoM#iat he means is that markets are not an objective
feature that exist on their own, markets are samaktructs, are created and modified. In the saayethat
actors and networks are not predetermined, so arkets. He argues against adding up differentiosigtin

a functionalist way, that is, against the instrutabst view of the market. A concrete market is tasult of

the circular causation process of “disentanglemiatming, internalization and externalization”. dther
words the market is an evolutionary concept, big dlso a subjective perception. This perceptiay ime
socially sanctioned. The latter is a kind of emlsshitess, an embeddedness of society into the ingilvid
but the real market is nevertheless very diffefemin this socialized ideal. Market evolution forllGa is

the evolution of the calculative agencies, and nspecifically the type of calculative agencies tabdw
actors some sort of impersonality in that they distance themselves once the transaction has been
concluded. This impersonality presumes that socgdital will be missing, and the network links will
become weaker. There are thus limits to the impeigty. Networks cannot be preserved unless theg laa
proportion of ‘stronger’ links because this woutthtradict their definition.

This leads to two important points: a degree ofamspnality, of bridging social capital is needednarket
mechanisms and also the market is inside, notdmjtsis. Market risks therefore are also to be pnéted as

a subjective perception. They may exist indepengeritus under the form of uncertainty, but for e
making purposes, that is for calculative agenciesneed an awareness of these and a desire aitg tbil
incorporate this awareness in calculation. Riskrefee has an ‘objective’ foundation in terms of
environmental uncertainty. This uncertainty is hearetransformed into an internal perception. Thae
possibilities for misinterpretation during thisdtrslation’ into subjective reality. Risk managemiemivever
does not depend on this. The actual success afmnde on our ignorance about existing uncertainkies
this internal decision making process it dependaaors’ interpretative frames, that is on theiaeaness

of such uncertainties, real or imaginary, and ttgerception about the possible measures that could
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transform these risks. Beck’s ‘Risk Society” exgs@s an idea that this awareness is now greates\teg
because of our knowledge. Primitive man faced uairgy, but did not perceive it as something ovaich

he had any control. Modern man has the idea ofrcband this immediately highlights in his subjeeti
reality everything that deviates from this perceptiThis creates risk as perception. It is a resulhe idea

of control, but also of the ongoing process of oaniThis process is Callon’s framing and entangdeinlt
incorporates the risks we are aware of and trieidrol them. At the end it leads to overflowingdahus

to new risks. The ‘Risk Society’ therefore is adwot of the risk management view of the development
process. Whether this is a local characteristithef modern age or a characteristic of social eimiuis
another question. In primitive societies religiordauperstition played similar roles and were anfof risk
management.

Defining a market in a rather strict sense, oneesaude from it some exchanges and perform a frgrto
locally purify it. Trying to globally define the anket, as ‘economic imperialists’ do, representstizer type

of framing and the result of this is that the ‘purerket becomes a distant ideal. Laws definedHer'pure’
market cannot and do not apply to this new ‘mamkegeneral’. This is a way to create overflowindneT
idea of control creates its own opposition. Therfioeing in this case is due to the transfer of fpecific
knowledge of the ‘pure market’ to the ‘market imgeal’. This shortcoming is overcome by interndima

or, by re-framing, that will include further detathat were missing. In this case one gets toryathar point
where some elements are externalised. The exteatiah is a logical necessity. In the sphere o ris
management, not all the perceived uncertainty cannkernalised and controlled. Externalising some
elements, that is, intentionally ignoring them amaluding them from the framing process creates the
possibility of calculation. This is the elementattering subjective reality.

Callon says “The metaphor of framing and exterasiti; (taking into account only those relations ahhi
make it possible to conclude the calculation) i¢ tie same as that of embeddedness and of social
construction (taking into account informal relasa account for the possibility of a calculatian)he first
case, he sees as a positive approach, in whisheimphasised what the market (and developmentlgctu
does, while the other highlights overflowing thiae tmarket cannot prevent. The latter is a compexati
normative point of view, because it implicitly takimto account the idealised market as a benchmarthe
first case we believe in the existence of the datmg actor, although this is an imperfect, anstnieted
calculating actor, whilst in the other we denyeitéstence. We cannot say that one of these pointew is
more valid than the other. The positive view howealows us to derive the concept of risk managedrasn

a predicting and configuring device of the develepinprocess, a process which unlike the neo-cklssic
market never ends.

Since we have extensively employed the concepalofitation and the latter is usually associateth witme
kind of mathematical operation we comment on whatwvderstand by it. Law (2000) asserts that thexe a
many forms of economic calculation. These are basedifferent ‘subjectivity’, that is on differemtorld
views and different discretion, which lead to &eatiént emphasis on what is important (He presestana
example the two types of accounting; administrasimd management).

“The argument I’'m making, then, is that the praedi@and apparatuses of economic life and the subjest
that they generate perform as a complex multiplititat is neither entirely coherent, nor completely
incoherent” (Law, 2000).

The meaning is that these subjectivities or workdve are not compatible in a sense that they erchath
other, but nevertheless they are related becaeyeatie interdependent. Some forms of calculationordy

be based on the achievements of some other forroalailation. This emphasis on calculation revéads
richness of economic life and further emphasises uhcertainty around us. This uncertainty has to be
overcome by using some sort of calculation. Thaaghof form of calculation, which is a manifestatiof

the subjectivity is yet another expression of ms&nagement. The specific calculative agencies gmglo
by actors are a result of this process and canngerstood in the realm of framing and overflowing.
Calculation is therefore an expression of spedifibjectivity. As such it cannot and should not haated
with mathematical calculation. Calculation may takany forms (Law, 2000) and what risk defusing
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operators do are actually different forms of cadtioh. In this regard calculation is a manifestatif
individual rationality.

The nature of the rural networks delimits the imational flows, but also reflects the actors’ idied, that

is, their perceptions of the environment, or, adogy to our definition, the risk. Understanding aeiour in
terms of risk management focuses on individual eolective interests and relations of power. These
however, are often only present implicitly. Theergsts manifest themselves in subjective perceptibinis
transformation of interests and power into whatoated risk, is the mechanism which governs behavio
Interests and power, need not therefore be spakeeyen consciously interpreted; they are, sometime
subconsciously, included in the subjective viewha world. In other words, the tools of network Igaes,
may be useful in identifying the reasons for som&cames, but if we want to ‘predict’ the outcomes,
need a snapshot of the mental representation optblelem. Mishev and Kostov (2001), for example,
present evidence that small-scale farmers in Biggdifferentiate their own products from those ilde

in the market, and discuss how this differentiai®mborne by changes in local marketing networksyall

as its implications for their further evolution. &fconclusion is that looking at the way the actamns
managing the risks in given networks helps us tteustand the apparent ‘irrationality’ in their acis.

b. Ingtitutions

An important property of the social capital view tisat it reconciles and combines networks and
institutionalist approaches. Their complementaigy clearer when seen through the lens of the risk
management. Social order is considered to be a myr@uct (Commons, 1934), or “more precisely, an
ongoing human production”. (Berger and LuckmanrG6t%1). From such a point of departure one can
contend that “Institutionalisation occurs whenetrere is a reciprocal typification of habitualizadtions

by types of actors”. (Berger and Luckmann, 1966hisTtypification represents an adding up and
harmonisation of the subjectivities that repregbatcalculative agencies. To put it differentlystitutions

fit these subjectivities into an ordered pattermd @assign labels to them. This process facilitates t
calculation itself, as stressed by the Austriansndkeciprocal typification (see Brenner, 1999) tanused

to explain the emergence of co-operation and suiesely via the establishment of reciprocity, of
institutions. The above process is that of framimg, here it is at a different level. ANT stres#s micro-
level, while here we have a social dimension anédné include embeddedness in the picture.
Embeddedness, thus transforms the problem. Atdiaed, purely positive theory is no longer feasiblée
nature of institutions, as forces shaping the eateg and mental accounts makes this an illusitwe. rble

of the typification is that it creates a structofethe subjectivities and in some sense is selfesimm. It is
important to stress that this represents the clinggonature inherent in institutionalisation. Moreer this
controlling character is a prerequisite for ingt@nalisation and exists, prior to and apart framy external
enforcement mechanisms (such as sanctions for ampl@nce) specifically set up to support an instin.

Control is the general direction of developmentisTilea of control gives rise to institutionalisaij since
the latter enhances the subjective perception iofirting the risk. Institutions are therefore rsanply
workable adaptations to the environment, they ateamtageous projections in subjective reality that
eliminate risks. To put it simply, the role of iitstions is to alter subjective reality by providithe tools of
risk management. There is however more to insbisti They are the primary product of the interacod
subjectivities, and thus an internalisation of p@ign human activity. When they become established
however, they are ‘objectivised’ in the sense thay are externalised as a product of social intena and
become matter of fact for the individual. One cargsrape them, or change them. In this way ingiiat
development represents a process of ongoing framang overflowing. To put it differently,
institutionalisation may reduce the risks, butitnsibns create an environment (perceived as exag®rfor
individual action and thus create additional riskbe idea of the risk society therefore can sinipdya
reflection that we live in a world of much fastenanges than ever before, a world, in which more
institutions become obsolete and unable to crela¢ée needed risk management tools. The need for
institutional change is yet another facet of thereased risk awareness.
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Institutions, organisations and networks taken ttogre define the specific frames used by economénts
and thus the type of overflowing contained withivege frames. This means that the structure ofisisk
defined by the institutional structure. Institutsomprovide the general rules for economic and social
behaviour and define general behavioural guidelihgstitutions are in some sense 'socialised hakig
rules they prescribe as a standard for behaviogivien situations create increasing returns. Whey aire
adopted by a sufficient number of actors, it isadageous for the rest to use them. As such, utistits
create incentives to create economic and sociesrdlhese can be understood as a generalisatigpicdl
behavioural features of actors that may not bectlireonnected within the same network. In otherdso
roles, formed under the influence of the institnsipare similar to the personal identities, buaahore
aggregate level. Economic and social roles, defibgdthe existing institutions represent 'socialised
identities. Both concepts of identity and socidérare however built on the subjectivities. They tr some
extent ‘restricted’ subjectivities in the sensettlizey are harmonised and typified and impact on ou
perception of the socially constructed uncertamti€he institutional structure is therefore a nsaps
element in constraining the risk. It constrainsgbbjectivities and creates a more predictabls, lesertain
and consequently less risky social environment.

c. Synergies

Network and institutional approaches complemenhesdher and it would be useful to combine them. The
product of this combination issgnergy view to social capital, the latter being defined ag 'tlorms and the
networks that enable people to act collectively"ofM¢ock and Narayan, 2000: 226). This approach
provides a more general, more abstract view onstiges discussed above. While the networks approach
concentrates on the micro level of specific netwpdnd the institutional approach is pre-occupiét e
general social functions of the prevailing sociatms, the synergy approach bridges and combines the
achievements, thus allowing analysis at both levels

The synergy approach to rural development couldxpeessed as a process of internal restructuringeof
social capital. Woolcock (1999) defines two typésacial capital bonding, which is based on strong ties
within the network andbridging, which relies on weaker ties. Bonding social apg a characteristic of
more traditional societies and preserves their @tee by fostering solidarity and mutual trust. nBing
social capital reduces risks but also reduces ticentives to change. It imposes additional costs on
individual actors. In this way it may lead to aosure’ of society which would be discouraged tovstfor
growth. Bridging social capital on the other hawatcbutes to greater dynamics and is growth oeiéntt

is more favourable for change. Granovetter's (1378&83sical study on the operation of labour markets
presents a clear view of the advantages of bridgowjal capital. Bridging social capital ‘createsks and
thus implies greater use of risk defusing operatbrsreates awareness of risk. With regard topttodlems

of rural development, migration to urban centrea good example of the transformation of bondirtg in
bridging social capital. It is clear that a highagtity of bonding social capital is favourable oniy to a
given level of development and afterwards beconesndental. Migration to towns has destryed exgstin
socio-economic networks and increased the impoetaricthe weak ties. Consequently it contributed to
economic growth. Such developments lead to a grgmésence of "arm's length" transactions, and have
contributed to modern market theory, which havermted this type of transactions as a normativedsiah

for economic activity. It could be argued howewirat the high quantities of weak ties, or the latk
sufficient strong ties in social networks, coulgnesent a threat to further development. The ains
creating sustainable and environmentally friendjyiaulture, as well as improved rurality within thealm

of integrated rural development require structuiest preserve the coherence of the rural systers. Th
dilemma of the social capital structure is therefahat proportion of bonding and bridging socigdita is
most favourable. Too much bonding social capitatialises’ the risk and there is nothing to mandgm
much bridging social capital increases risk so itheén become unmanageable. The process of dewelup

is a dynamic one and therefore these two typescfkcapital are continuously being transformetb in
each other.
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The institutions needed to achieve the aims ofl degelopment cannot be so purposely designed. Wiley
evolve in the process of interaction of state, fansrand rural communities. None of the single iestiélone
possesses sufficient resources to ensure sustinakbl development. Therefore they have to wogetioer

by forming synergies to accomplish this task. Thture of institutions as structured subjectivitiegeals
that the processes of risk management have a teslgdo play in this process. On the one harttbags a
risk management process and, as such, shapes @astdaaus the possibilities for institutional changghis
change on the other hand impacts on the socialbyated environmental uncertainly, but also on its
perception. Because as Commons (1934) put it unistits are not only "collective action in contrdl o
individual action”, but also "collective opinion control of individual opinion".

These synergies have to be based on both complantersnd embeddedness (Evans, 1992, 1996). In the
area of complementarity, there is more room forppseful action aimed at mutual support. This would
arguably be the main channel for policy intervemtibecause measures, such as guarantees of rnights a
definition of the obligations of actors in the pess of rural development, can be effectively imgatad by
designing and modifying formal institutions. Embeddess on the other hand, has more profound
implications and is more difficult to assess. Murd@2000) argues that there can be no universakhiod
rural development, because rural networks may bemahy different types from dense ones in
Mediterranean countries to rather sparse oneseirNtirdic countries. The direction of potential apans
constrained by the existing relations of embeddssinbut individual actors are not able to buildrecr
models. Applying a wrong model may lead to unwarm@asequences.

Following Baldock et al. (2001) in their definitiaf integrated rural development as a final prociidhe
endogenous model of rural development, we strefigiduality as a major characteristic of this pagaal
Integration can make sense only as a process ofcginng and recombining this individuality. Withbthe
element of individuality, integration becomes ai#ti concept that loses its significance and iggated to
an object of instrumentalist and reductionist asiglyThat is, it will lose its endogenous charactée only
way to integrate individuality is by allowing fonvolvement of the actors that represent this imlliglity
and thus adopting an endogenous model of rurallogwent. The nature and the extent of the rural
networks and institutions and the way we can t@nsfthem becomes a major question. Individualitsris
outcome from a framing process and thus describsgeaific form of subjectivity, with the associated
perceptions and therefore risk structure. Risk esusked individually and the resulting actions oceeat
overflowing.

Institutions are tools for combining these subjstiés, as are networks and other social constructs
Institutionalisation is therefore the way to acl@esuch an integration. Institutionalisation howetakes
time. Our idea of control urges us to try to chatigegs ‘yesterday, if possible’. This can creagmsicant
negative overflowing. The best way to prevent thio imitate evolutionary institutionalisation athis, to
design the change in such a way that it minimibesisks. Although uncertainty may be uniform sitrisk
that defines behaviour, and it is typically nonfanmn. ‘Scientific’ management of change would no be
feasible, even if it was able to correctly guess ‘thest’ structure of the rural economy. ‘Best’ carly be
defined with regard to behaviour and to risk, whiginherently subjective. Heterogeneity is noi@eyit is

a blessing if we adopt a synergy approach. Disainbeliefs and therefore risk perceptions can seduo
create risk defusing operators and eliminate risk&e as example futures markets. If all peopleduaular
expectations, these markets simply could not eXistause there would be no way to transfer risk.
Complementarity is the property that allows the boration of subjectivities and thus makes change
smoother and less radical in terms of subjectisie perception.

7. Conclusions

We have argued that rural development is betteenstolod as a process of risk management. Althowgh w
have concentrated on the problems of risk anddhés tto take it out from the decision setting,sitalso
important to stress the process nature of ruragldpwment and behaviour. The term process is liri&ezh
awareness of time and its significance. It is thecept of time that is most relevant to our periogepof

13



risk. Time is not simply an index, that is a splke-dimension. Time is characterised by novelty an
surprise. The latter are sources of risk. It dossmatter whether the objective world is deterntiaisr
stochastic. Our subjective perception of it is fubly deterministic and this leads to the existen¢aisk.

Any change that emphasises the role of time, thatllidynamic concepts, or alternatively the comple
phenomena, which define multidimensional world \8evare destined to lead to greater awareness of
environmental uncertainty, that is to greater riSkr computational resources are insufficient tpecwith

this in ways prescribed by normative theories. Wiigation requires analysis centred around a ipesit
model of behaviour. Risk management, as defingdignpaper is such a positive model. Rural develpm

is a concept that contains both the temporal amaptexity elements for the rise of risk. Thereforésia
convenient subject for analysis by the model & nenagement.

To summarise, the main idea of risk managemerttas agents can improve their performance either by
changing the environment or by changing their @pisiabout it. This requires us to regard the agedt
environment as mutually dependent. Consequenigyappropriate for the aims of rural developmenexeh
farmers and rural communities interact with ruyaiit a process that both shapes their actions aotifies

the basic features of rural areas. Providing fasmaerd rural inhabitants with appropriate risk defgs
operators would help them adapt to the environntaritalso may channel their economic and sociakesff

in ways that can contribute to better achieve timpgses of rural development policies. In otherdsothe
tools of risk management can introduce the neededptementarity of public and private interests. The
specific tools and methods are the research agenda.

We point out that the question of power distribntiand the nature of governance mechanisms greatly
influence the tools of risk management. Redistidsubf power from the centre to local communities f
example gives larger opportunities for local actoot only to adopt, but also to create risk defgsin
operators, by exploiting their own detailed knovgedof local networks. There seems to be an apparent
contradiction between the ‘exogenous’ and ‘endogsehmodels of rural development, which as Murdoch
(2000) states are not easily reconcilable. Theme lma no unique way of ‘ideal’ rural development.
Developments as a risk management process cldasirate this.

‘Better’ and thus sustainable rural developmerstcisievable only if there is sufficient flexibili§Garaceno,
1994). The word ‘flexibility’ suggests dynamics,caese this is a forward-looking concept, which dmithe
foundations for change. In terms of risk managenflexibility means the availability of appropriatesk
defusing operators, and change is expressed bglt#rations in subjective perceptions of the uraiety.
Risk therefore becomes an associative learning egindn this light participatory approaches to fura
development are not automatically advantageousausec participation is associated with specific
perceptions and according to the nature of theiegisietworks, or, the structure of existing sociapital,
participation may be perceived as introducing nsksrand thus detrimental. In the long term, thesyrhe

an effective approach, but participation is corgimgon the existence of ‘strong ties’ and relatiohsrust
and solidarity that have to be fostered. In sutlatibns, a more 'exogenous’ model of rural develept
may work better. This example shows that there by conflict between shorter and longer term risk
management. Since development is, in general, a ahighort and long term decisions, it would be
erroneous to argue for or against ‘exogenous’ ndogenous’ approach to rural development. There can
also be no ‘third way’ in terms of a radically @&fént approach. What is needed is to review and re
estimate existing approaches. Using the concepskfmanagement in a specific context, we can d® th
and reconcile these conflicting points of view. fiehes of course, no guarantee that this ‘synthesis’be
successful when specified in any particular cageabse any combination will bear the inheritance of
subjective perception and evaluation. Neverthelasspunting for the nature of risk in rural devefemt

will result in a more process—oriented approactatkle the problems. Together with advances inarete
into integrated rural policies, this could leadte formation of better decision-making "modelsti gmeater
transparency of rural development which has beenodstrated to increase the adaptability of economic
agents to complex environments. The positive canoepisk management, therefore, can be implemented
in future research on rural development strategges tool for evaluation and comparison of compgetin
alternatives.

14



References:
Adams, J. (1994isk, London: U.C.L. Press.

Akerlof, G.A. (1970) The Market for “Lemons”: QusliUncertainty and the Market Mechanis@Quarterly
Journal of Economics, 84: 488-500.

Arrow, K.J. (1971) Economic Welfare and the Alldoatof Resources for Invention, In G. Lamberton.)ed
Economics of Information and Knowledge, London: Penguin Books.

Baldock, D., J. Dwyer, P. Lowe, J-E. Petersen andMdrd (2001) Development: Towards A Sustainable
Integrated Rural Policy in Europe, Synthesis Report, WWF

Beck, U. (1992) [1986Risk Society, Towards a New Modernity, London: Sage Publications.

Berger, P. L and T. Luckmann (1968)e Social Construction of Reality: A Treatise its the Sociology of
Knowledge, Garden City, New York: Anchor Books.

Brenner, T. (1999Modelling Learning in Economics, Cheltenham : E. Elgar.

Callon, M. (1991). Techno-economic Networks anduersibility. in J. Law (ed )\ Sociology of Monsters?
Essays on Power, Technology and Domination, Sociological Review Monograph. London, Routledge., 132-
161.

Callon, M. (1998). An Essay on Framing and Overftagyv Economic Externalities Revisited by Sociology.
in M. Callon (ed.)The Laws of the Markets. Oxford and Keele, Blackwell and the SociologiRalview.

Commons, J. R. (1934stitutional Economics: Its Place in Political Economy, NewYork: MacMillan.

Douglas, M. and A. Wildavsky (198&isk and Culture: an Essay on the Selection of Technical and
Environmental Dangers. Berkeley: University of California Press.

Evans, P. (1992): The State as Problem and SollRi@dation, Embedded Autonomy, and Structural
Change, in S. Haggard and R. Kaufman (ed$@:Politics of Economic Adjustment: Inter national
Constraints, Distributive Conflicts, and the Sate, Princeton University Press, Princeton, N.J.

Evans, P. (1996): Government Action, Social Capitad Development: Reviewing the Evidence on
Synergy World Development, 24(6): 1119-32.

Giddens, A. (1999) Risk, Reith lectures, BBC, 1% &lnber.
Granovetter, M. (1973): The Strength of Weak ThAgsgrican Journal of Sociology, 78: 1360-80.

Granovetter, M. (1985): Economic Action and So8#lucture: The Problem of Embeddednésserican
Journal of Sociology, 91: 481-510.

Granovetter, M. (1995): The Economic Sociology afi's and Entrepreneurs, in A. Portes (edhe
Economic Sociology of Immigration: Essays on Networks Ethnicity and Entrepreneurship, New York:
Russell Sage Foundation.

Knight, F.H. (1921)Risk, Uncertainty, and Profit. Boston: Houghton and Mifflin, available online at
http://www.econlib.org/library/Knight/knRUP.html

15



Keynes, J. M. (1973) The General Theory and Afert 1l: Defence and Developmer Collected
Wkitings, London : Macmillan, vol. XIV.

Law, J. (2000) Economics as InterferencePindu Gay and M. Pryke (ed€Jultural Economy: Cultural
Analysis and Commercial Life.

Morgenstern, O. (1937) [193The Limits of Economics, London : W. Hodge.

Huber, O. (1997): Beyond Gambles and Lotteries:uNgistic Risky Decisions, in R. Ranyard, W. R.
Crozier and O. Svenson (eds.): Decision Making: ritoge Models and Explanations, pages 145-62,
London: Routledge.

Kornai, J. (1971)Anti-equilibrium: On Economic Systems Theory and the Results of Research, London:
North-Holland Publishing Company.

Kostov, P. and J. Lingard (2001) Integrated Rure¥&opment - Do We Need a New Approach?, 71 EAAE
Seminar, Ancona, 28-30 June.

Mishev, P. and P. Kostov (2001) Decision Making&tatof Subsistence Farmers in Bulgaria, 76th EAAE
Conference, Halle, Germany, 6-8 May.

Murdoch, J. (2000) Networks-A New Paradigm of Rural Developmengdurnal of Rural Studies, 16(4):
407-419.

Saraceno, E. (1994) Alternative Readings of Sp&titierentiation: The Rural versus the Local Ecoryom
Approach in Italy Furopean Review of Agricultural Economics, 21 (3/4): 453474.

Shackle, G. L. S. (194%xpectation in Economics, Cambridge: Cambridge University Press.
Shackle, G. L. S. (197%agination and the Nature of Choice, Edinburgh: Edinburgh University Press.

Svenson, O. (1992) Differentiation and Consolidafitneory of Human Decision Making: A Frame for the
Study of Pre- and Post-decision Proces&ets Psychologica,, 80: 143-168.

Woolcock, M. (1999): Learning from Failures in Mafinance: What Unsuccessful Cases Tell us about
How Group-based Programs WoAmerican Journal of Economics and Sociology, 58(1), pages 17-42.

Woolcock, M. and D. Narayan (2000): Social Capitaiplications for Development Theory, Research and
Policy, The World Bank Research Observer, 15(2): 225-49.

16



