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Infatuation with 
Being Rural
 HE RELUCTANCE TO 

shift from the status quo, 
especially when it seems 
beneficial in the short 
term despite potential 
long-term detriments, is a 
well-documented bias in 

behavioural economics deeply rooted in 
human psychology. Daniel Kahneman 
and Amos Tversky’s Prospect Theory il-
lustrates this by suggesting that people 
value gains and losses differently, with 
the pain of losses often outweighing the 
satisfaction of equivalent gains. This 
leads to a preference for avoiding losses, 
a tendency that is compounded by the 
endowment effect, where individuals 
value what they already possess more 
highly than what they might gain. The 
concept of temporal discounting further 
explains this resistance to change, as peo-
ple tend to prioritise immediate rewards 
over future benefits, even when the latter 
are significantly greater. Philosophical 
perspectives, like John Stuart Mill’s utili-
tarianism, suggest that this bias can lead 
to decisions that do not maximise overall 
happiness or welfare, emphasising the 
complexity of human decision-making 
beyond mere economic calculations.

In the context of India, this behav-
ioural bias manifests in the reluctance 
of both state governments and residents 
of rural areas to reclassify as urban. The 
immediate benefits 
of maintaining a 
rural designation, 
such as eligibility 
for various govern-
ment schemes and 
subsidies intended 
to support rural 
development, pro-
vide a strong incen-

tive to resist change. These benefits are 
perceived as more valuable in the short 
term, despite the potential long-term ad-
vantages of urban classification, such as 
improved infrastructure and economic 
opportunities.

 The incorrect categorisation of urban 
areas as rural in India poses significant 
challenges to both urbanisation and 
rural development. As urban areas con-
tinue to grow, driven by the aggregation 
of skilled individuals and capital, their 
capacity to produce goods and services 

far exceeds that of ru-
ral areas, necessitat-
ing distinct forms of 
administration and 
support. However, the 
prevailing classifica-
tion system, heavily 
influenced by politi-
cal incentives and the 
assumption that rural 
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areas inherently require more support 
due to a lack of proximity to resources, 
leads to a misallocation of resources. This 
system not only incentivises politicians to 
maintain the rural status of developing 
urban areas to secure electoral support 
but also hinders the appropriate alloca-
tion of government schemes, which are 
often indiscriminately applied to all ar-
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eas deemed ‘rural’ regardless of their ac-
tual urban characteristics or needs. This 
misclassification results in urban areas, 
in reality, being deprived of the specific 
forms of governance and support that 
could facilitate their development and 
address urban-specific challenges.

 The consequences of delayed admin-
istrative reclassification are profound, 
impacting the efficacy of public goods 
provision and the overall development 
trajectory of these areas. Urban Local 
Bodies (ULBs), mandated to handle 
urban-specific responsibilities such as 
land-use planning and building regu-
lations, are essential for managing the 
complexities of urban settlements. In 
contrast, panchayats, governing admin-
istratively rural areas, lack the resources 
and expertise to adequately address the 
needs of urbanising populations, lead-
ing to inadequate infrastructure, poor 
sanitation, and a host of other urban 
challenges. The resistance to transition 
from rural panchayats to ULBs, fueled by 
factors such as lower taxes in rural areas, 
perceived higher government funding, 
and political dynamics, exacerbates the 
situation. This resistance not only stifles 

urbanisation but also places unsustain-
able strain on the provision of public 
goods, leading to a misallocation of devel-
opmental programmes and unmet local 
needs, ultimately hindering the potential 
for sustainable growth and development 
in these rapidly urbanising areas.

 In India, the rural/urban classifica-
tion is primarily the responsibility of state 
governments. State governments’ reluc-
tance to officially recognise nominally 
rural areas that surpass urban bench-
marks as urban is rooted in a complex 
array of obstacles 
and concerns, re-
flecting the critique 
by James C. Scott 
in Seeing Like a 
State.  The intricate, 
mixed-use charac-
ter of transitioning 
regions defies the 
clear-cut classifica-
tions preferred by 
state mechanisms, 
complicating the 
urbanisation narra-
tive. Concerns over 
disrupting estab-

lished local governance models and the 
potential socio-economic ramifications – 
including increased living costs, displace-
ment, and the erosion of agricultural 
livelihoods – add layers of complexity. Po-
litical dynamics further entangle the situ-
ation, as stakeholder interests and power 
structures come into play, potentially 
leading to resistance from communities 
wary of  losing their cultural identity and 
autonomy. Additionally, the daunting 
task of providing adequate urban infra-
structure and services, coupled with the 
observed decoupling of economic growth 
from urban expansion, prompts a cau-
tious approach from state authorities.

 A recent  paper  (https://bit .
ly/47ZAVeq  Why India’s urbanization 
is hidden: Observations from “rural” Bi-
har bit.ly  published in the Journal, World 
Development, by Robbin Jan van Dui-
jne through a case study of Samstipur, 
Bihar has tried to ascertain why people 
want to remain rural. One significant 
fear is the disruption of agrarian liveli-
hoods, where the move to urban status 
could undermine traditional agricultural 
practices and rural sustainability. How-
ever, this concern might be misplaced as 

urban planning can 
integrate urban agri-
culture and support 
for agro-based indus-
tries, thus preserving 
and enhancing agrar-
ian livelihoods within 
an urban framework. 
Urban-rural linkages 
can be strengthened 
through policies that 
ensure a symbiotic 
relationship between 
traditional and new 
forms of  livelihood.

 Another point of 

The immediate benefits of maintaining a rural designation, such as eligibility for 
various government schemes and subsidies intended to support rural development, 

provide a strong incentive to resist change. These benefits are perceived as more 
valuable in the short term
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resistance is the potential loss of tar-
geted rural development benefits, which 
rural communities rely on. The transi-
tion to urban areas, however, opens ac-
cess to a broader array of development 
programmes focused on infrastructure, 
healthcare, education, and employment, 
which can be tailored to include transi-
tioning populations, ensuring that urban 
development benefits are inclusive.

 The anticipated increase in the cost 
of  living and taxation in urban areas also 
raises concerns about affordability for 
lower-income groups. Yet, the improved 
access to services, amenities, and diver-
sified employment opportunities that 
come with urbanisation can lead to high-
er income levels. Progressive tax policies 
and affordable hous-
ing initiatives can 
mitigate increased 
costs, making urban 
living accessible to 
all.

 The fear of dis-
placement and land 
ownership issues, 
particularly among 
marginalised com-
munities, is palpa-
ble, with concerns 

about land acquisition for development 
projects. However, urban planning that 
incorporates social equity can prevent 
displacement and ensure that devel-
opment projects are beneficial to the 
broader community, safeguarding the 
rights of existing residents through legal 
protections and participatory planning 
processes.

 Concerns about the loss of local gov-
ernance and autonomy are also preva-
lent, as the shift to urban governance is 
often perceived as diluting community 
participation and decision-making. 
This, however, can be addressed by de-
signing urban governance models that 
enhance community participation, en-
suring that transitioning communities 

are represented in urban 
administrative bodies, 
thus maintaining local 
autonomy within an ur-
ban context.

 The uncertainty over 
mixed livelihoods that 
combine agrarian and 
non-agrarian activities is 
another significant con-
cern, with doubts about 
the sustainability of such 
livelihoods post-urbani-

sation. Urban economies, however, offer 
diverse employment opportunities, and 
supportive policies can facilitate the in-
tegration of rural populations into urban 
economies, ensuring diverse and sustain-
able livelihood strategies.

 Cultural and identity concerns also 
arise, with fears that the rich cultural fab-
ric and rural identities might be eroded 
by urbanisation. Thoughtful urban plan-
ning can, however, preserve and celebrate 
local cultures and traditions, ensuring 
that urban development enriches rather 
than erases local identities.

 Finally, the process of reclassification 
and the ensuing administrative and gov-
ernance changes involve significant po-
litical contestation among stakeholders 
with differing visions for urbanisation. 
Engaging all stakeholders in transparent, 
inclusive decision-making processes can 
turn these challenges into collaborative 
efforts towards sustainable urban devel-
opment, addressing and reconciling dif-
fering interests. 
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  Concerns about the loss of local governance and autonomy are also prevalent, as 
the shift to urban governance is often perceived as diluting community participation 

and decision-making. This, however, can be addressed by designing urban 
governance models that enhance community participation


