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L TERMFEREE O o0BE®RSHS, BREARBERHD L, EENTERNENS T
LEBYHT D, LER-T, BEICIAHEFBRTERW, £k, EHNERERDHD &,
B OBE RN O THENTE R, LEB-T, MBI AHERENTERY, Z
DRER, —E XY, B EERCTHEERASMSNEZ LiZhRd, Zhd, WMERRD
ATh5, B, RTINS AR, V- AMICEL TCENTSEBERLTSH0—
SOEMEL VLD, DFY, BELEMICE L THENES T AL MESNDDT, ¥
B3RV REEFRIC L AEA{LOENIENS LW ) AREFE 8D, B 4 T,
EEQBAME /NS TAILRHRECTHD I LE2ERTS, 20X, HERRELOR
FIMERELBDL2 LT, RERDHBACAEE~ORKERELER, NERDIILEE
5, 5T, Y—ERMTIE, ZORBENSEEFOTBENLBHERICL-THEE
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KES 7 FREEBINDZELER, BETHD, 20O LI, BRAUOEHNDLATES
L7z X hDERB(LBFIRER Z & RT3, ,

LirL, EECEEICIOIBEREN TERWVWEFRL LT, —RIZEEDOY—7 LADE
BPELL 2D LBRBTON D, DF Y FHit(seasonality) DB TH ¥, RERSOBEAR
{EREFHORMHFORBEICL VB LI AR EWVWHIEFTRDH D (B5), LrL, BEY, BiC
BE - TECRH2BEECHHEBNFRED D, YRAERFAETHD, Lzdl>T, 29
LB T 572012, BEEROMERBSLELLRS, 2FV, B50MBRTREN
H5EIBRFEDLEEA~DIREZEAF TELIFRVMEL 2D,

E ¥ p_p

/
¢
¢
\ 4
1 BOELTF

R
X5 FEIEDRE

E, BRTBORIEABRCBEVBATFIAZERT L, 16858, BRHEEOSALOR
FELHF TR, MEBHRBIARHICBREINRTW N T, 2Tk, HEBEIE AN #
Lo TXBONDEINC Lo TEDHF/EZDICRSTHZ LT, BRNTHSOEEL AR
LT, BRY -V XLD L) RENBREDCSALEY— R L2/ TEEZ 7L —bT—7
PRESNDILEFEDERETHD. £, BE - REOMEILX, SEMETHY, BNTE
BOBEIIEKTFTIRBNTHOFEETOLOEEERET IO TIIRY, LaxL, ZE5
{E~DFEEN 23R Z DR DBRIIAR TR TH B,

3)BALDOERN

AIEICIX, BRI OWTEE L, XETIX, BREOSA(LICET HREZH B
WOWTEBZEZIT), TORPWL LT, LLTFTO42O0EZETFHI N TES, E1iz, ¥
— AR OEERICERT D TH D, RIEHMICZALORIME LTETONDD
X, FISRE»ORET BV RF « 7— U »F (risk pooling) DEERETH W, F L TAEEAD
EH bRAET 2FEHE DR (economies of scope) TH D, T HZ2IEI 7 w2 I b D
FHMECTH D, FLTE AL~ vl AR ELRELOBANH S,

£ 1OV —EABEEOMBIZERTEEANLATAL Y, ERLEVF— Y R OERE L
HEORBEICERT 2FHH ORI EZBIT 57201013, RkEHEBRFELLTRETS S
ERBELRD, DFEY, BREMZERBOLOICIIESHESEEL LV S FRER MRS
o ZIIZRHMIZERZ N oD Y — ) XAEBOELEDER, L ERYER ST
IR DR 288, 2V LIZGEOEASDERIBERE HIT 5 FEOLEENEL B,
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L7zBoT, ZORPLBENEEN, OV TITHBN 22 AP ES L 25, 2FY, B
Y —U XL ORENZEROTZDICI, SROCEALOBERENRSKEL RS, Z5 Lk
ZALLOFIZE Y, OFEOEEMNLZTHELTHZ L NTFREL R B,

2DV RY « =1 U TOMBEIZOWNWT, RATHE I,

WE2EEO~YA T RAOBEEZETAIRREETHEAENE, EELTVWAIEBENDHD &
T3, ZOHE, TRLORBEOLSEKIZIE, UTOL? 2BEFEEHZ, HEORENERT
b, MLEEETRIINS,

Var(z, + 7,) < Var(z,) + Var(z,) 0)

“hix, —oDEEWE, TNOAZAETAILV L, R 2BEAE LTS, £40
FIRDOGEN/NEL B EERLTWVD,
FOEHE, —RICHEIE, UTOBRBERIT2EHTHD,

V&I‘[iﬂj] = iVar(ﬂj)—k ZiCOV(ﬂj,ﬂj) (3)
= =1 =1

DEV, FIRPHEICAOHBEZEF LE, FUOE2HOELSBIIALRDDT, 4D
SBOFEV Y, FIROFMOSBEDOER/NEL DB LTHD,

ZDVRT « =V TOREKIL, BELISFOZALLPLERBMF— N7+ T0OMAEDLE
DBHE ENTVED, BFREOEAIICLE -THLEERBIMERV > 5, ZOHBAE, =
DOHEBEOREIZL >~ TEETHLHOIL, FIRIHEICACHBEE T L0, HAehHE
BZETHB, i, STLLERSTEEHOARIZRLND DT TRV, i, B
EEEIZBWTIE, SEEBERICEZIEAESDETE—ERDOI R « 77— U IRELI 1B
FThhT&E (KILH(1993), '

Wiz, FE3OZALOBRILE LTHRBINZGEHOBEICOVWTHTAHAL I,

WE, nBEOEAEHDOEETIBSOEFHBEES
0=C(q1,925--+-9n) ’ @)

L33,

ZITRIODEEDEEEL TWABEE2EZT, SiHORERFEETD L, UToX
5 72 B A OBMRAEKILT B,
C(q1,92)<C(q1,0)+C(0,q2) (5)

ThiE, BRICAEETAIENY, RELELEZFNREABMBEL RBZLERLTWVWS, %
DEEITIX, ITNOHORAEEDCERS, B LAZEELZAIHATR THI Z LBEHTE 5,
FlziX, EBEROLUMBTAONIAXAHMOBRREREREIX, 25 Ldr—RE LTHEMTE
5 (KiL(2003)), £EEREIZ, BFEREBHR T, BRECTLHOBELEENRZWEAITIE, 18
HEsER 25,

hE—kTsL,

c[z ql.] ) gc(q,.) ®

EWIHBMR LAY, ENORESEELZBESOEAN, EMTATI NS ITAELZERD
BRAMEIDNESL BB EE2RLTEY, EMmEE) 220l IEaomiE#] (subadditivity)
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LIEINBHETH D,

K, BEOREPEMNBEDEAMICETIZTORENEREZERLTAHLY,

R OEE, HMENEEOEIND, REOBRFENEEINIZSWEZ A2, 4
R EWERZSI I VREOREEOFES ZERENS, LML, TORRELERTS
RN R Wb Tlidkewn, £ZT, BEREEYORESITHEEORFEE L BHORFEL D
BRIZEE LTHRL D,

WE, nBEOEEROESRH Y, ThEz, FE o, DEETrE ntiZHEIL, ZnF
Nz, MOEAOFREDOREEEZRD D LUTOBRARKEITS (EE(1994),

S = ajSI' +(1—a1')5

n 22 O<ea; <1 _ @)
1-5C,

EBO S, 3EREEDAESEICIB T A2REOREELZRL, S>1 ThHE, HEORE
t, S<1 THIITHREORRFERLEL LTEESTS, £LT, HEULSBD S, & S, 1T,
ETNENEEYOBLEEG T LOBRBEOREMN, S8 SC IXHEEHOBEEHEOKE &
(0<SC<1D%ERLTW3B,

oL, FUMHIEO BREEICE 2T, BEELRBERZHELTWS,

Thbb, BECAEY TRECKEEENFELTY S<1X°8,.<1), &HORFEMEN
FaRETHIZ, FRUC X > TRIEIXBE CHZESh, &L LTS, B18UEIicRY 552
EERLTWVWS, ZDZ L, EHRIOICADESZGBAEOHENER O T E - H LRk
B EFRBEEZRTHIDOLE NS TRY,

UEZzE LDz e, XBAAETREEROEAE VR « 77— U JEBEEORETE 15
DHHBEOLEDR, LALOFBREZ L TEETHIZLEERTE S, LI, BEN:
BRLDOD, I7ulRBRENDOEALOBITH T,

L, =728 bBEREFNICRZERICIE, bOY—onEFEERRALDTM
ZBMERDHD, FNRELDOZALORILTHS, Thix, BEERIRORETLTNE—
FT, BNEEENIEEYPBRERCH 2DBRECBNT, BIEETHE LTS LEE
zZbns,

T, SAMICLY BREREENOBRES ZEEE LoD, BEOBENEENLRET
EHLVWIRTHD, 2FV, ZAMCIVEEAAZHERETZ L L bIZ, BRESEREIC
LEBT D Z ERFREL 72D, HERESALIX, 27 eilRE8AND ORIS—BHTHo -
B, 2 L7 uliRBRANODEEMTL, EETHIRAE DI MA T BERD B,
DEY, BREEGK - BEER - BNER L OBESERL LTOSALOBELOBEAHLE
REWBLUTRBIMERD B,

ERENEOES
ZANMICIIERDAEEYPRIIRE 255, L, BEICAEDOLRZBEL R, RER
ROPITRNTZL S1Z, MEIZY A7 ZHBETE 322SR THNIL, BHE0EF{LEEK
LRI—DEEDDHFEITDOVTHELT D, £Z TUTF TR, BEEFILIC OV TERLZM
ZTHEI,
—RICEBEIUCITIE, ZoDFA TR D, 7, BEOEICEREZRITZON 1K
ERyZERI{E ] (horizontal product differentiation) & FEIZN B Z A4 7 Th b, IR LT,
A—RRCELT, RERTOEIMELEXR D DR, BEMZERL] (vertical product
differentiation) & FEIZL 2 ¥ A 7" Cdh B (ERHL DR BF ML, FLIL - ALAEQ997)BR),
—RIZ, BELEEMOERES, EBATHIERTHDI I LOEELEIC L 53— ERERE
DEEEME S, TEMRLIZRRY, MEOBELSHRLETIKEHEILL, BEPE
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AL b —RICHEEER Z L RPN, LAL, ERLAEXSICY—EXLLEHTH IR
Y — Y X ABRRORICEE LT3, HIREROMBEMELZE VAT LT, SRITKFENZER]
LSRR E 2, ZALIXMLERDIEEEEDEZA{LOLRIIB LRV, EEDEA
{EREETHNIE, FX RNVOEALREOHMBETULIC L ZRIET, U R 7 OSBRETEE
Thb, FOBE, KEMEIMLIZIX, BITATATREETHY, EEHEIELTIZR
BEBENKFICEELRD, ”

KEz, BEEFI X AEELEAICONT, BEEFHEBCUTHREL TR LS,
AKIZ, EBEEBETY VIEEZRELTVWAFREAETHD, HENITARKFEOT
AT, ThaZ2FiAL T3, ARKOEERX, Voradnk (REER=7Y Y Irv=2:
1) THHN, FOERBEIX, —A—FRIT L2100 OOEMA—F—HIIC L 2588 & AR
ERBIALIZ K HFEER & EERRT T, THHEMITo TRy, $EmMYIISERIOATIT
S2TW5B, ZOEHMBIX, AEBEBCAFERERZZ L, v —0BENWFIZX > TERATR
BT DTH D, £EHIOBREITIE, T —DRVWFEENTHE D, EHIM
I L TC—RBORY V—= 0 FHERREZLTWS, LaL, 25 Lt —F—#lRED
LSBHIOBE, BE&EH W THEREICRARD NS, BRBRFOMEFOIER DD ZFDOEIIR
bhd, £, HKIEREZITo-TCVWADT, BlLL-oTH Y RIBEEETE 5, F—F—%
HEZ, TOFLAEPEERFRE LT, BEEHL TS, LEB-T, ZihvbDEDME
BAMIINEWVWENZ B, _
INIZH LT, REESEEXN& LT, BELCELRT T, BNWTEICARAREEND
50, BREENBOIBEELH D, FEE Ev7) X BERILOEDTHD T,
ZEETIE, BLOICHLOEERLETHAORBTEINEZIT-oTWD, ZHITH LT,
FEERETIE, BEMoZWs0EmT, B OIXEREZLE L TRELTWS, 295 L2117
%, BERFTOEAZOMBEAMENRE VW LE2ELNIEEMNRRETE LV, IO
BE, MREHMEZ, IFECHERITREVWEELIBNRS, ,
IDEOI, ARDRETIE, VWO E—0AENZ SEEOBS L LTRELT
W5, ZOHE, KEHWEILOATIERL, REORSHLEA L TEENEN EEAE
DETCEEROEI AL MLV R HBUC X AFEHESDILKE ZORELLER > TV 5,
SEOFBIT ED ZEENE, FEL—F—f . EEFE : EEERT=3 : 4 : 3OERLE-
TW3, AKX, FBHORNLER THEBEEREZRE T LIFBIZTVWRVDE, vy
R CETADOBIABREE L DEEZNAZ 252 T35,

o+ —F—H

m

o/

| RS

o S}c q ¢
X6 HEEFULIZE BV R 7 5EkRE

UEDEREEZEEZ T, ZORRE VR SEOBANLGETVTHESELTAHLEY (&
FEEROBEDOFEIC W T, KIL 2003 28), =2 T, Bk =DIIIxtBeyz 2o
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DOBEREE LT, A—F—HELEERTEZEET S, F—T—HliZb oL UDESBRZTHD
NBDT, ERPEL THRERIEAEL T —F —IZEETHIE, —FEOINBAKESFEET
B0, BETHNFIKRESFHBORV, ZNIZHLT, EEREIL, FERESBEVERCT
KERNBEBHFTEARE, FMEORFIZIINBERRELFO TRz LT B,

Z 5 LIz b A —F—#l & ERRFGEBOBESONEHRIT, M6 TERLFRmEdln
e LTRSND, MEIZRERFOIE, HEICBEFONEE L > T WA, a, b EIX, 7
NENOEMTRERROHNE CEEZMIZILZBROBRRATH D, MEOHLESHER
EEZEONHAMBI LB ab BREDER e TREDZLIZRD, TORKE, BEHMOBESDIN
WIZHAT, WE OMAEDRIZLDNEDR, BIE- RIEEOBEIZOWTH ER>TW3 (ok
>or, ok>o0s)e ZDLIIZ, TOEFTHE, AEEERY TS 1BETYH, BrsHl
MELTURY « F—U UV IRBARBTHAILEEZTLTVS, EbiZ, BEREI 22 M
TAHAILILEST, BFELENRENLTCVWAZLHEETRETHSB,

5)BRFY—UXLHMOHSES

ZITHEHEMRY - RAMOBSHARBBEESICONWTEET S, BN Y — Y XAMOE
FRERIZITNWAWARB DR H D, flziE, BEATW 2T, FEXBBER, BHEED,
BREER, R TEORE, H23VITHIREELZENEE, SEDESEIT IR Y oBNE
BEThH2, TNDIX—2oOHERERTIIH I, HBTIIENY —) XA0BEIZITR D
TRV, ThbhE D ESMLEDEZ T OERE, BEOBEEZ O TREROERIZARD
EEZEZbND, 75 LEBMRE, KICRTERTO X 91274 % (AKX Sharpley and Sharpley
(1997)p.102 PR ZSHBIZLTEELR), TNbDAT R, b b AAHSHE R -
THY, HIROFEFICL > TIN b OMAEOEIIYURER->TL B, T DDELE DY
X, MARERNTERT2H8ETRL, AROEF TAE L 5 [Tk B ERORET
BRTAHZLELAETH D, £, IO OHBEEREROEROMLSDEIZLY, H—x
MR ORI 2EEDORY 28452 L TE B,

Lo T, ZOX52BAEDLEEEZD L L BT, HIBREREZVMNIESL TV 2
ENSZLY, TOTEBEXXZIATEELREMA LD, BERAICHTAIRSGNEE
RBHBTED, TORLEBEIKRATNS, ZHLL0RFRHBRERSELEDENTIZICD
T, a7 OHEBPEENTL D, FLT, £ L-aT7RRE, y—CRETHY, AL

EExuEEERwE

BUBR: RS § FASTA(BR)
=7 B — ) XA OREES
WRORFHED b ABBRICERERENT 5 - L SWATHY, LOBRTH—EROE

BREDDT, Y—E AP LTRLEERBRLVWZ S, H—/ Y. Carlzon) (1990)
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%, ZolEr TEEOBEM] (moment of truth) L FFLY, $—ER « v X VAV MIEoT
BELEETAREAEEBRTHILERLTVWS, Z0AICELT, BRNY—) XARMTII,
BIEEARIILE LY, BNER~OBECARET —ECX0ORMLEFRFT COLES L HE
HEORXTRBEEED, ZOMOFMERETHEEL VLS, 29 LY —ERMDARE
W T, L RBESIGCHEDORERNECA VTV 7 ORER DR EIB K E W,
BATY — U X LIEEITIE, MERBEAE CRIRMABRKFRENZ & EEo TV BRKEDAIE
HEENZOBBTREINDI LT, TOFEBRREL, KEOMIIA EXABEEINS,

6)EBOIFE

ZIT, BRNY—U XADERE L BEIZOVWTERELTA LI,

R8T, FMTaT B EORDICERBEARED _S>OERBIZK S L TWAB, Fl 21,
FERREORMNY — U XA THNIE, MEFIRERE ARV BN T2, £, £08%
BERETHNIE, F—T—2BLEEBAEIIEYTD, FNTLOEESITIIUTOLE
VTHD, Thob, BRVEL FREESHTEHELEV., LER-T, MRICHL THE

HRUE: REEERE (B0E)
—AERUEH DAL >

X8 EBftY—UXLDEBXS

TIRIE T2 EEx b5, L, A% OZHERR, BHELY L RV, Zh
R LTC, BEER, ARICENY - XL~DOBFEZELTVWAEEZLN, BRVEIC
EART, BEIN ST —EXOMBEICR LT, ERIBICHIETEIEEZLOND, L,
FOMBERBIIFF IR TNNEL, ERLe B =y TFHEE VWD, FLT, BEE
X295 L%, BROVKRITLGIeZ 205 (KIT(2003), BRIV ELEE L TWAEERDR
BWNWEEZBND, 2FD, BHREFRITRLEWIZ LN TELY, LRoT, BIRY
FHEBMESEE L1, a7 LRAMIEMI I iRl seELz b3, 20X
N, MEIHEEEZRELTNALEILNDN, MEXTERES AV MELhR L&
ZOTERL, aT7ROBHEEFREZAVEERBOARVEL L RVEBIDT, BEETHH
HBELTHRBRETHAI,

L7edoT, a7 LEIRENENDOHFEERE X LN YURMEIZ2->TL B, &
REOCHEITIE, BFERTHRERHENRE (KIL(2003) Tk, HERY BEOBAGRE DR
ML LT, BERE - RITHE - FERITEHE W IBEELALNILTWS), BETH2D
BRA—AY D OXHERIRE D, ZOBEZIERL TV WS Z ER—2DFHETH 5,
Fhnb, bO—0lF, IHAITDRVDE, REEZEOBBEIZELWVWIDYL, ZOSMIIZ
ZEXZ TV ZEHBMETHD, BT, MO LS ICBRHKREELRESI 2 DAETIE, =
DEIR2BEMTEL TN ZERNY— U AAFEONZELTE L, REEMELFEET
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®LL, BRTH TR TIMIT, AELHEORBEZE TR L LTORM
ZHELTWARYD, MEBEEARTENLRERNREL, ~—FT 4V JTEDOEHNTLEV %
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4 Multifunctionality and Rural Tourism

1) Introduction ,

Rural tourism has been advocated in many countries as a means of farm diversification. However, from
a farm policy perspective how to combine multifunctionality with farm diversification has not received
sufficient attention. Exploring this point will give us an important prospect for successful integration of
traditional farm policy and expanding rural policy that helps farmers create a new farm activity through
internalising the externality. This is why we focus on multifunctionality and farm diversification.

Therefore, first, we present a conceptual framework that enables us to examine farm diversification and
then explore the feasibility of intemalising multifinctionality into farm activity. Secondly, based on the
above consideration of two types of farm products, we shed light on 40 years’ of evolution of a farm
household that is conducting rural tourism activity in mountainous Hiroshima, western Japan. This is
because pioneering farmers come into existence so sporadically that their existence is not incorporated
into statistical data. Through reviewing the evolution within this household we contrast rural tourism
activity and farming activity from an innovation perspective. Finally, in taking account of progressing
farm diversification, we suggest that policy emphasis should be placed more upon stimulating product
innovations rather than process innovations that have been main objectives in the traditional farm
policy arena. (Aio> HiFTIX, Ohe,Y.(2003): Multifunctionality And Farm Diversification: A Direction
For Farm Policy, 14th International Farm Management Congress, Proceedings,CD-ROM (2 & 2. )

2) Emerging Rural Markets and Conceptual Framework

The recent surge of rural tourism and direct selling by farmers from stands or shops in rural areas
creates a new possibility for forming other markets as well as markets for farm products exist only in
the city (Figure 1). Figure 1 illustrates that, in addition to the traditional route of farm products from
rural areas to urban markets depicted as the arrow from left to right, another arrow emerges from the
right to the left. This arrow emerges because urban dwellers have begun to exhibit purchasing
behaviour for farm products that often has the features of service goods such as rural tourism.

Therefore, we assume that there are two spatially segregated markets in rural and urban areas, and

these are termed here urban markets and rural markets, respectively. This is because prices for
traditional farm products are formed in urban markets, while prices for rural tourism are formed in rural
markets. In other words, the difference is based on whether or not price formation is done at the point
of production. This is why we should consider two spatially independent markets. Profiles of the two
products, rural tourism goods and ordinary farm products, are characterised and contrasted in Table 1.
The profiles show two different goods dealt in spatially different markets.
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* Two types of farm products:
Farming products + rural tourism

Transfer of material goods

Rural marketsé Urban markets

Service goods [/

" Transfer ofjpeople

Figure 1. New rural-urban relationship:pluriactivity

Table 1. Comparison of two different farm goods

Characteristics Rural-tourism goods Ordinary farming products
Location of markets " Rural areas Urban areas
‘Who pays transportation costs Consumers (Vvisitors) Producers
Recreation, purchase of
Types of demand Tocal foods Food purchase
Types of goods Service goods Physical goods
Types of market Niche, up-market Mass market
Possibility of internalising ..
Neutral
multifunctionality into farm activity Positive eu

First, in the case of the urban market, ordinary farm products are traditionally shipped to
urban markets for consumption. Generally, these products are for a mass market utilizing a
mass distribution system conducted by retailers or agricultural cooperatives. Transportation
costs are usually borne by producers.

Conversely, in the case of rural markets, products are demanded mainly by urban habitants and
partially by rural habitants. The following are included in the category of rural tourism goods:
accommodations, rural cuisine, farm experiences, pick-your-own, etc., and these have some of the
characteristics of service goods. Further, farmers’ shops and products ordered by telephone or e-mail
and delivered through the postal service or other carriers are also included in this category. Products
sold in this manner are considered to be purchased by urban consumers who pay transportation costs. A
common factor among these products is that those who demand these goods pay the costs of coming to
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the rural markets.

The market size for rural tourism goods is not large, and these markets are considered to be niche
markets, as is often pointed out (OECD,1995a, OECD,1995b). Thus, it is assumed that these
characteristics result in larger income elasticity of demand compared with that of ordinary farming
products such as food.

In connection with multifinctionality, ordinary farming products can create multifunctionality,
although they are considered to be neutral for utilising multifunctionality by internalisation into farming
activity. On the contrary, the positive externality caused by multifunctionality can be internalised as
rural tourism activity by farmers as mentioned below in detail. In this sense rural tourism can take
advantage of multifunctionality by internalising the externality caused by the multifunctionality.

3) Internalising multifunctionality into rural tourism

Here, we evaluate multifunctionality from the viewpoint of internalisation into on-farm activity. With
regard to the impact of agriculture on the environment in each aspect, agriculture has both naturally
positive and negative impacts depending on the intensiveness of the agricultural activity. However,
multifunctionality is an issue of positive externality, so this paper focuses only on positive externality in
farm activity. We summarised types and features of multifinctionality in Table 2. The content of
multifunctionality was based on the definition by the white paper of the Japanese Ministry of
agriculture, forestry, and fisheries.

First, we classified multifunctionality into two sub functions: a fimction related to the environment
and a function related to cultural and social aspects as shown in Table 2. Concerning functions related
to the environment, since externality is widely exerted, these are not easy to entirely intemnalise at an
individual farm level because external effects that these functions generate are widely spread. Thus,
from farm policy perspective, the environmental related functions are rather difficult for farmers to take
them into farm activity individually.

Table 2. Multifunctionality and possibility of internalisation as farm activity

Types of . . . Poss.ib 1hty of
multifunctionality Content of multifunctionality mtemahza.tlc?n as farm
activity
Land preserving function: preventing flood Low
water and soil erosion
Environmental function
Nurturing water resource: preserving Low
underground water
Preserving natural environment: purifying Low
water and air, ameliorating climate
change, preserving bio-diversity and
eco-system
Creating good landscape Low
Cultural and social Preserving cultural heritage Middle
function Health and recreational function High
Educational function High
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In contrast, health and recreational fimctions and educational fimctions are interpreted as social
functions rather than environmental functions and can be internalised into farm level activity more
easily than other functions because these functions are more facile in transformation into service goods
such as rural tourism by farm activity. Thus, in multifunctionality, there are functions that are rather
easy to be internalised at the farm level and ones that are not. For this reason, health and recreational
functions and educational functions have a greater possibility to be utilised as new farm activities.

To summarise, from the farm policy perspective, the significance of multifunctionality issues is to
create the chance to enlarge the activity domain for farm diversification by taking into account the
environmental impact. In that case, it should be noted that there are differences in terms of the level of
ease in internalising externality in the farm activity among multifunctionality. The health and
recreational fimction, and the educational function are much easier than others to be taken up as a farm
activity through rural tourism. Therefore, we should focus on these functions in bold Table 2 hereafter.

4) Evolutionary process of farm activity and rural tourism: A case study Innovation in farming

Our study area, western Japan is one of the most profoundly less favoured areas in the country in terms
of an aging population and scarcity of successors. We focus on the evolution of one farm household,
the Tamura farm, over about 40 years, beginning in 1963 when the Tamura’s married up until 2001.
Although this is, of course, a personal history, we can observe a drastic change in their farming system
wherein they experienced events that often reflected the general socio-economic background that this
country had experienced.

Table 3. Profile of the Tamura farm

Ttem Data ( in 2000)

Full time family labour Husband (rice) , Wife (Vegetable and rural tourism )

Acreage, Landuse 1.6ha; Rice (30a), Green house (30a), Vegetable (10a), Flower field
(75a), Car park(15a)

The profile of the Tamura farm is shown in Table 3. The location of the Tamura farm is at hilly and
mountainous Hiroshima, 450m above the sea level. Because of the highland climate there, cool in
summer and large day-night temperature difference bring good quality vegetable products such as
tomatoes and cucumbers, which have been main crops in this area. Their farm size is slightly larger
than the average in this area. '

We recognise that there were two epochs in the nearly 40 years during which the farm evolved. The
first epoch was mechanization and the land consolidation process that spread throughout agriculture
during 1960s to the 70s in this country. The land, or paddy field, consolidation project was a
prerequisite of mechanization because traditional paddy fields were small, scattered, and irregular in
form, which presented major physical obstacles for the mechanization of growing the main crop, rice.
Thus, unless this obstacle would be removed, mechanization would not truly increase labour
productivity (Figure 2). Therefore, we should treat mechanization and land consolidation together as a
unit of innovation in farming. In the case of the Tamura, their initial 16 fragmented paddies were
transformed into finally five squire paddies (Table 4).
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Farmer a’s

b [::> Farmer b’s

Farmer c’s
before after
Effect of land consolidation Before  After
Mechanisation Difficult OK
=Increase Labour productivity Difficult OK
Flexible land use Difficult OK
=Increase Land productivity Difficult OK

Figure 2. Effects of land consolidation

Table 4. Evolutionary process of mechanisation and land consolidation: case of the Tamura

Year 6 - 6 -+ 67 + - T - - 7 - T - T - - 80
Tomato oConversion from rice paddy-oGreen house---
. 16Paddies * *5 Paddies
No. of Paddies *Land consolidation project*
Ploughing Cow---—-oTiller oTractor 15hp)
Rice planting ~ Manual oRice planter(2rows)---—---—-
Harvesting  Manual------ oBinder and thresher---enm----—e-v oGroup farming service
. Naturaldrying-----—-----oRicedryer: o
Drying . g dry . .
by hanging Cooperative service
Transportation oCarrier by tiller---—-oLight-track:

Source: The survey by the author and the data from the town government.

This innovation resulted in increased labour productivity and stimulated crop conversion from rice
to production of more profitable vegetable crops grown in greenhouses as shown in Table 4. Thus this
mnovation resulted in raising not only labour productivity, but also land productivity. However, this
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process also resulted in husbands taking off-farm jobs, unlike government expectations. This
unexpected result was commonly observed all over the country during this period. Consequently,
farmers attained income parity with urban households not by means of extending on-farm activity, but
by means of seeking off-farm income sources, where wages were rising faster than farming wages due
to high economic growth in the industrial sector at that time.

5) New activity for the new market

The second epoch was the start of rural tourism activity. The Tamura’s activity evolved starting from
rice production and moving on to tomato production that aimed at ordinary shipments to the urban
market; then Mrs. Tamura began making dried flowers, offering accommodation service to visitors by
providing some pick-your-own services with regard to garden flowers and greenhouse tomatoes. In
other words, the activity evolved from physical goods to goods containing factors of service goods.
Thus, we can say that the market offering these service factor goods exists in the farmyard. In this case,
unless people who want to enjoy these goods visit the farmyard, they cannot consume these goods.
This means that a new rural market is emerging as explained in Figure 1.

The starting point of rural tourism activity began accidentally when Mrs. Tamura was injured
during vegetable farming, She was hospitalised and had a good chance to review her life as a farm wife
after she had completed her child care responsibilities. She became interested in branches and wild
flowers in the backyard wooded area and began to teach herself to make dried flowers. Then, she
exhibited her work in Hiroshima and achieved a good reputation. This success gave her the momentum
to launch a new activity. At the same time, she leamed from people outside her region that the highland
climate in her area created flowers that, when dried, had a clear colour that resisted fading and that had
petals that did not easily fall. Until this time, this was an unrecognised local resource. This process was
truly a process of discovering unrecognized local resources that created an unique product, i.e. clear
colours of dried flowers. Then word of mouth and publicity led to increased requests from visitors for
accommodations and pick-your-own tomatoes and cucumbers.

This means that rural tourism activity grew not only by her efforts, but also by interaction with
people outside of the rural community. This is a point of difference from traditional farm products.
People from the outside world were involved at every important turning point. The personal network
grew in accordance with the growth of the activity.

Thus, the evolution of rural tourism is understood as a process of interaction of people outside of
the rural community with a farm operator. This interaction brings about the objective evaluation of
unutilized new farm and local resources, which creates a basis for a new activity. In short,
multifunctionality is realized in the farm activity in accordance with deepening rural tourism activity
such as a recreational function and a partial landscape-forming function by the flower garden. In other
words, we can say that the development process of mural tourism is attained by discovering and
nurturing the multifunctionality rather than utilizing ready-made local resources.

This process was the process of creating a new farm activity that had not existed before and thus in
this sense that of product innovation. This interaction of multifunctionality and internalisation added a
new recreational value to the farmyard such as providing dried flowers and a flower garden for urban
visitors. Thus when multifunctionality was expressed in the product, the rural tourism activity became
viable as a farm business. In addition, the Tamura’s case clearly shows that multifunctionality is
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realised in the formation of a new farm activity.

Another point that should be kept in mind is that the more extensive the rural tourism activity
became, the more clearly became Mrs. Tamura’s sense of entrepreneurship, which was the process of
transforming a farmer into an entrepreneur. By way of recognition of visitors’ needs, taking
advantage of the typical climatic conditions and making dried flowers, and then trying to establish her
brand, she succeeded in making a new rural business by utilising multifunctionality. Because of all of
these pioneering accomplishments she was credited as a designated excellent farmer by the prefectural
government in 1999. '

6) Innovation in on-farm activities: comparison between farming activity and rural tourism activity

Here, features of the two epochs are contrasted from the perspective of innovation. Table 5 summarised
the main differences between the innovation that occurred in the rice farming activity and the rural
tourism activity. Innovation in the farming operation was apparently a process innovation because this
was a mechanization and land consolidation process introduced exogenously and that occurred in the
process of farming production. This means that the products were the same as before the innovation.
Specifically, these were machinery- and farmland-related hardware technologies.

The same process innovation in rice farming operations had diffused throughout the country at a
period of high economic growth, which was a modernization process of farming in this country. The
effects of this exogenous innovation triggered deepening of off-farm non-farming employment for
husbands and of converting crops from rice to higher-profit crops such as vegetables grown by farm
women. This certainly promoted the diversification of farm activity that allowed husbands to take
off-farm jobs and for wives to assume the on-farm farming activities instead. These changes, which
were common throughout the country, happened exactly the same way in the Tamura farm household
also.

Table 5. Comparison of features of on-farm activities from innovation: case of the Tamura farm

household
Ttem Farming activity Non-farming activity
Content of innovation Operation of rice farming Creation of new activity
Place of innovation Mechanisation-+land consolidation ~Rural tourism
Time of innovation happening ~ Late 1960s to early 1970s Late 1990s to early 2000s
Type of innovation Process Product: service goods
Type of innovative technology =~ Mechanical technology Software technology
Origin of innovation Exogenous Endogenous
Time of Life cycle Young aged Middle aged: latter part of M
shaped job holding curve
Impact on farm management Deepening of off-farm activity, Heightening on-farm activity
mtroducing vegetable
production
Role of wife in farm Subsidiary of husband Decision maker in farm
management management
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On the contrary, rural tourism in this case endogenously occurred and product innovation
of service goods created a new product that had never existed on the farm and even in this
area previously. This innovation was software technology such as making dried flowers and
offering service goods for accommodation based on unused resources. In this case this
innovation resulted in extending on-farm activity rather than extending off-farm activity.

Moreover, another important point is that in the case of Mrs. Tamura the role of the wife switched
from providing mere subsidiary family labour performed under the husband’s initiative to becoming a
decision maker and taking the initiative in the new farm business. This is another example of the
significance of rural tourism in realizing a joint-participation society.

Table 6. Evolutionary stages of rural tourism activity: case of the Tamura

Stage

Activity ' Preparatory Take-off Extension Brand-conscious

1985- 1995- 1997- 2002-
Making dry flower ¢ ——— *

Self-taught Exhibition

show

Studio & dry flower o
course
Flower garden o
& Car park
Accommodation o
Pick-your-own tomato o
Creating own brand o Y—
By Yamahahako flower

7) Consideration: factors of product innovation

Here let us consider the factors influencing product innovation. First, we can observe that Mrs. Tamura
clearly has affection for the local community and farming life. Developing rural tourism is a process of
establishing clear identity as a farming woman starting from a vague identity. Secondly, rural tourism
activity created a personal network of people outside the local community and this network stimulated
discovery of new local resources and eventually creation of a new activity as mentioned above. Thirdly,
rural tourism developed stepwise, not linearly. Qualitative development needs quantitative
development, and vice versa.

With all these features taken into account, we can classify the evolutionary steps as follows:
preparatory stage, take-off stage, extension stage, and brand-conscious stage (Table 6). The preparatory
stage is the stage at which rural tourism activity has not yet been launched. At this stage, there was the
learning process of dried flower techniques as a pastime and preparing for opportunities to develop this
activity into a farm activity. The take-off stage is the stage when the actual rural tourism activity began.
In Mrs. Tamura’s case, she had an exhibition of her craft at Hiroshima due to requests from friends in
the city area. The success of this exhibition gave her confidence, which led to the creation of the new
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farm activity. The extension stage was when the activity was extended by such means as offering
accommodations and setting up the flower field. Then, she tried to establish her own brand by featuring
Yamahahako, a white wild highland flower suitable for pressed flower techniques. The idea of
establishing her own brand is evidence of her becoming an entrepreneur. For that reason we can
designate the place that she has now entered as the brand-conscious stage.

The evolutionary process of farm activity was also a transformation process during which she
changed from the role of a farming wife to that of an entrepreneur.

Internalisation of external effects

oS

Multi.— ‘ Network with
functionality > uxban.pe;ople _

Realisation of multifunctionality

Figure 3. Interaction between multifunctionality and
farm diversification

In this process multifunctionality moved from a conceptual state to an actual state through the
development of rural tourism. In other words, farm diversification and multifunctionality interacted and
developed together. Figure 3 depicted the relationship between multifunctionality and farm
diversification from the experience of Mrs. Tamura. Specifically, she began with dried flower making
and moved on to pick-your-own flowers and offering an accommodation service, a dried flower course,
which meant realisation of the recreational function in the farm activity. Then she was starting tomato
pick-your-own as requested by visitors, which has added a food educational function, too. Therefore,
we can say that creating a new activity by internalising multifunctionality was aftained stepwise by
interaction with visitors rather than all at once. It was also the process of transforming herself. In other
words, for the Tamura’s evolution the personal network with urban people plays an important role
stimulating farm diversification and realising multifunctionality by the requests from these visitors.
This positive outcome extended the network itself. Thus, we should take into account of this positive
this loop to promote rural tourism and farm diversification.

8) Conclusion

This paper explored the interaction of multifunctionality and rural tourism activity by focusing on the
evolution of an actual farm household in mountainous western Japan. The following are the main
points discussed in this paper.

1) We presented a conceptual framework that enabled us to explicitly deal with farm diversification
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that characterised two different markets; the urban market for traditional farming products and the
rural market for rural tourism. The latter is emerging and gaining importance in the farming
community, We should explicitly take into account that there are two types of farm products for
farm diversification.

2) Among actual functions of multifunctionality, health and recreational and educational finctions are
the most suitable for farm diversification or internalising by individual farm activity due to the
relative ease in transforming these functions into service goods by individual farm activity. Thus,
there is a degree of difficulty in internalisation among multifunctionality.

8) From a case study on the evolution of farm activity, we characterised rural tourism activity as a
product innovation whereas innovations in the farming operation were characterised as a process
innovation.

4) From the above findings, we can suggest that policy emphasis should be shifted from promoting
traditional process innovations to promoting product innovations. Therefore for rural tourism to
take root in farm activity, farm policy that promotes product innovation will become necessary.
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