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ABSTRACT

Improvement in food marketing in developing countries
is seen as an important factor in the war on hunger and
in sustaining the application of high-vield tecchnology
for increased crop production. This report provides a
systematic approach to the analvsis of marketing in
developing countries and points out where rescarch and
technical assistance weuld be useful. Tt focuses per-
ticularlv on means of wmeasuring marketing effjciency
and on identitfving problems that need to be dealt with
in improving efficiency,  The report discusses the
implications of alternative marketing policies,
including socio-cconomic issues and the problems of
organizingy marketing retorms.
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I. TOWARD A MORE SYSTEMATIC APFROACH TO IDENTIFYING MARKETING PROBLEMS

A systematic or orderly approach to identifying marketing problems
requires: (1) A definition of what constitutes marketing; (2) a delinea-
tion of the objectives that might appropriately be set for it; (3) an
analysis of the institutions and other elements of the marleting system,
of the interrelationships between the parts; and (4) some evidence of
how existent marketing activities are not meeting those objectives.

[The steps taken in applying a systematic approach are given on the next

page. )

A simple definition of marketing would include all the activities
involved in moving commodities from the producer to the con-
sumer. Included also are all the exchange activities of buying and
selling; all the physical activities designed to give the commodity
increased time, place, ani form utility$ and all the auxiliary
activities such as financing, risk bearing, and disseminating infor-
mation to participants in the marketing process. The objective(s)
may be stated in different ways; e.g., improving income distribution
between rural and urban or within the rural sector; accelerating or
sustaining economic growth; or assuring better diets for more people.
Within any of these objectives there might be a number of subgoals.
Objectives and subgoals will vary between countries and within coun-
tries over time. If we set as an objective of the marketing system a
reasonable balance between supply and demand for a major food crop
such 2¢ rice or wheat, then evidence of malfunctioning might be gluts
in some markets and shortages in otker markets within the country.

In order to analyze marketing problems it is useful to conceptualize
marketing activities as constituting a functioning system. A system
implies that the activities are linked itougether in some meaningful way,
that there are interactions amon- them, and that inputs into the system
will be associated with some kinds of outputs. This conceptuaiization
has the value of guiding an observer of marketing processes in a
developing country into seeing how each activity is associated with
others and how actions taken to affect one activity may affect some
that have gone before or are likely to rollow afterward within the
system. The concept of a marketing system also suggests that functions
take place internally and that there may be forces external to the
system which influence its functioning. Hence, there are possibilities
for identifying points of leverage which may be useful for moving or
reformine the system.

The concept of a marketing system is applicable to a single commodity
or to an array of f.'>ds that are consumed in the country, a single region
or a city, or & country as a whole. A system for a single commodity
may begin with the production process, commodity uses by the producer,
its flow through different intermediaries,and processes until it
reaches the final consumer. A system to describe the entire flow
of foods from producers to consumers in an urban area would be much
more compleX. But movements of the major commodity groups may be



charted to indicate special facets of the marketing system such as
places where loss and spoilage occur, or places where the commodities
may be modified to make them more nutritious.

A systematic approach to marketing sub-sector analysis includes th
following steps:

(1) Define the objectives; i.e., what should the mrrketing system
seek to achieve and what, groups in the population are to be served?

(2) Identify the system(s) relevant to achieving the objectives or
overall goals; e.g., the entire agribusiness system or the marketing
portion c¢f it or the rice marketing sub-system.

(3) Determine the couponents of the system; e.g., a rrice stabili-~
zation agency within the rice commodity system or a market information
network.

(4) Define the environment within which the systems to be studied
must operate, including the factors which restrict and condition the
furictioning of the system. The environment includes pelitical,
ecnnomic, social,and cultural forces as well as the general levels of
economic activity, managerial capability, and technology.

(5) Define the output of the system -- the measures of performance
of the system, involving such elements as the amount of product moved
through commercial channels, the number employed, and the marketing
services provid 3. Performance, discussed on pages 25 to 29, includes
the efficiency with w#hich reinurces are used in providing marketing
functions and t.e eifectivene:s with which the system meets the objec-
tives set for it.

(6) Determine, conceptually, the types of interrelationshins
which seem likely to exist among the parts of the system; e.g., higher
prices are likely to increase supplies of a commodity; lower prices
are likely to increase demand for it.

(7) Delineate alternative courses of action; these should be
feasible alternatives in terms of the operating environment, the
resources available, and the time period in which targel outputs are
to be reached.

(8) Attempt to evaluate the possible consequences of alternative
actions in terms of the output and performance of the system. It may
not be possible to do this with only a conceptual idea of a system,
but the effort will at least bring out what is known and not known.
It will suggest something about needs for information and additional
research.






suggests that one may make a first delineation of marketing problems
by a closc analysis of the marketing system's stare of developnient.

A. Factors Affecting the Evolution of Marke!. ng Systems and the
Nature of Fcod Markciing Problems

There are wide differences in marketing srstems as they operate
in different countries. This may be att.ibuted 49 the fuet that market-
ing is an integral part of the larger apgricultursl sccbor and the
nition's overall economic system. A modern marketing system is neither
feasible nor useful where agriculture is largely subsictence and where
the overall economy is operating at a low-level of techaslogy. Similarly,
a modern farm nroduction system cannot be sustained without n marketing
system capable of adequately supplying needed inputs and taking increased
output.

Among the countries referred to as "less developed countries"
(LDCs ), the differences that may affect food marketing systoms include,
at least, the fc lowing:

The siage of techaorogy in its apricultural production
system and in its overall econony; the rate of agricultural prowth.

’ How nearly the country is able to meet its food needs from
domestic production, the extent to vhich a very few crops make up the
bulk of the people's food supply, ard the extent to which the country
is dependent on external food aid.

The extent of urbanization-- the proportion of the people
who are dependent on a commercial marketing system.

The level of income and distribution of income enjuyed
by the people, and the elasticities of demand for food as incomes rise.

. The size of the country, the population distribution
within it,and the rate of population growth.

The socio-economic structure of the country and its
politicou-economic ideology; vhe environment for private investment
and the ease of entry into marketing enterprises.

If these are among the principal variables influencing marketing
systems, and since several will be interrelated, we may grcup countries
into a number of general categories for purposes of identifying likely
needs for improving markeiing systems. Three categories of developing
countries might be identified for purposes of analysis, even though
the categories might r1un together and any given country will differ
with others in the same category. A thumbnail description of charac-
teristics in agricultural developmeni, in rural-urban population
distributinn, and in other key variables will help in this categorization:
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EVOLUTION OF MARKETING SYSTEMS
With Economic Growth of the Agricultural Sector
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MARKETING SYSTEM IMPROVEMENTS
Problem Linkage Example
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marketing board, the trucker or miller or baker. All have a right

to expect payment for their services and some return on their invest-
ment in facilities needed to perform the services. As marketing
organizations rrow in size, requiring more capital and specialized
manacemsnt, returns on investment and payment for management skills
become increasirgly important in the interest of efficient market
performance.

Third, the marketing system is a process for signaling those
enrared in the production, distribution, and consumption of agricultural
commoditiecs of actions they should take in their own interest. Market-
ing as a communications system may be seen by several exumples. When-
ever producer, middlemen, and consumer come together to charpe ownership
of the commnodity, sirnale are piven of £ in the form of prices.ll- The
prices suggest whoether they should buy or scll the commodity at that
time and place or to consider alternutives.

The "mariket' i at the heart of a marketing system; it is a
sphere of influcnce wiere cxchunges are made between purties to a
commereial Urancaction.  The market is a conceptual rather than a
i reral rroces by which ownership of
of marketing point out that other
hanee svoten which operates within a

i

physicadl thine, and 1o one of
goods are transfecrsod,  Jltuder
arranyoments inelad
pattern of custon, rvoloes,
system waich Iz basoed on resulations and actions of politival authorities;
and a barpained cwcliane syoten which operates within o set of ad hoce
rules in which Lhe portics to the transaction are presumed to be equal.

In most countries of uhe worll, fTood mavketings includes some of each

of these systems, the exact form or proportion varying amonr differ it
cultures and politico-cconomic systems. 12/

it

The markct has an allocative funcetion that ;roes beyond the
simple types of transactions indicated and the microeconomic decisions
described. The murket has an influence on the allocation of resources:
on capital and labor and on many macroeconomic decisions within the
economy. Hational decisions affected by the market include the amount
and types of credit wade available to the apricultural seclhor and dif-
ferent commoditics within ity the research policics that should be
pursued and for which crops; the focilitices that should be constructed
and vhere located Lo mecet coummodity production plans; ete. 0O course,
the marketl docs not function frecly along the lines suppested by classi-
cal economictey 1., E;:h free and perfect competition and prices
acling s arLitraLoru.~3/ There are infTormational and inctitutional
impediments, and cconomic power, hovever derived, is a pervasive force
in most nmarket situations. Iolitico-cconomic ideologics as well as
socio-ceonomic values will influence Loth public and private market
operations.  Hence, decisions at both the fairm and Tirm level and at
the national level will be puided by the set of circumstances and
conditions whieh prevail in the country and which modify the workings
of the market.




no
\O

The manner in which the marketing system for food is
organized and operated in a country ic influcnced by its socio-
economic objectives. These objectives or pgoals are, in turn, shaped
by traditions and the diverse intercsts and acspirations of o soviety.
National objecctives reflect compromises within the society and some
balance between internal (and cxLerngl) forces at a given time.  'The
priorities accorded to nationzl objectives ana the manner In which a
nation organizes its resources Lo achieve them  is a functicu of many
political, economic,und cultural ractcrs, as well as the stage of the
nation's technolowsy.

Objeelives chuange as cconomies evolve; a concern with
providing focld r'or urbun populations is less important in a subsistence
economy than in transitionsl or market-oriented economies. 1In practice,
goals or objectives wre vart of the "givens" in a country situation.

The objectives are part of the welitical-economic and socizl)-cultural
enviromnment in which markeling probloms are encouantered and reforms or
remedial uwctions are undertaken.

The proporticn of the populace that participates in seuting
goals or wvrioritics may be smull or larpe.  Hut, however
the geals ure expressed in the rovernment's policies

of them) resarding narkotlng operationsz.  Folicies
prices Tor farmers or hold deow. priccsz for conswmers

examples of govcrumcnt Intervention in marseting syctems 19 sehieve
particular ends. The operaticn of the muarketing systen mny dtoell
infiluence policies and the extent of povermsent invelveomen s Coiley Ditl-
practices In ctorage operat
government operatiocn of sto:

lead to warchousing regcdationg or

Bul pelicles inrlucncing the murkebling system me
not, be ceonducive to weirleving the cbjectives sought.  For
the chjective of nolding down food w for urban workor

sougnht by Lolding down rarmer prices may i
creased production nd bring cbout hicher scarcity pricez
{ 1

unable Lo gecon-

oy
s
~
{
=
-
=
-
j
-
-

sumers. [LLUC), margeting cystonm lnprovoments poy
plish notionad objectives without chancer in other soeis-zconomic
conditiong. A nationel objective of improving the diets or the
citizeunry may founder bLeecause of underlying problems ol income and
education as well us shortcomins in marketing systanms.

B, Trade-00rs

Given Limited resources and contlicling interests, low in-
come countries cannot do everything Lo attuin al:r national objectives.
It mey be possible to make progress toward only a few of the objcctives
for which food marketing is an important factor. Priorities must be
established and trade-offs made between major objectives and various
alternatives for achiceving then.,  Four of the major trude-oft's which
arfect marketing development are diceucsed below. While the factors
tend Lo be placed #n polar opposition, actually a continuum is usually
involved with one alvernative tfaaing into or overlapping another. The
trade-of' s are more 2 matter or relative emphasis than mutually ox-
clusive cnuices, but wne needs to reckon with who gets what and how
much out of alternative policies.
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Effectiveness is concerned with whether the marketing
system 1is periurmlng ltu function reascaably well in terms of the
objectives seb for it. [ an objective s to move larger quantities
of foods Lo urban murkets ut reascnable costs, effectiveness might be
measured in scevered wiysy <., whether the coot per given unit of
commodity 1o ol up or down wver time, and whether the cost in one
country i: clpniflesntly different from that in other countiries with

4 u._,‘ 3

simiiar conditions and at a similar stage of develovment. When sueh
measuses ore used, eflectiveness and efficiency have similar meunings,
i.e., perforeing: marketing functions at moderate cost.

a marketing systow may ve

But the effectiveness ol
evaluated against other kinds of objectives. Vor example, the
marketing systiem may do reacsonably well in phys ,ully moving bie

(Ve cnough

A1

grain prodaced ror nurket from farmers Lo conswi

hLL cnatnels . The
Lijvetive of

v

money to buy thelr food nceds uvhroughn regular comme
same markeling system may be inadequate in meeting the o
distributing tood to the people at prices all can aftord Lo vay.

The eftectiveness of @ marketing system usually neceds
to be evaluated in terms of ceveral objectives, as serving the
different interests ot producers, consumers, and distributors.  Anc
the system may nol perform equelly well for all - particularly in
the short run. A market news service may disseminate information in
a form useful to producers Lo help them get better murket prices but
the information may be of little use to consumers.

B. Ividences of Market Performance

1. Prices and margins as reflections of costs

Marketing firms, agencies, instituticng, and middle-
men are involved in many activities that add utilivty to the final good
or service. Resources are required to perform any of the activities
keyed to fulfilling the merketing tfunctions and utilities decired

by consumers in the final geods and services. Each o1 the resourcus
used has 1ts price. Conscquently, each marketing activity has a cost,
This 1s true regardless of who performs the marketing activity; thw
perforning agent may be a middleman, a farmer, a cooperative, :
corporution, or a government apency.

The question of how much it costs to pertUirm the
activity al o given point in time, or under a given sect of circum-
stance, is a factual one; cos*%s can be measured and analy.cd with
objectivity. Kesolving questions about what the periormance of
particular marketing Tunciions should be or should costn, or by whom
they should be done, involves socio-economic value Jjuwisewents which
may be outside the uompctency of marketing techniciuns.

Two common measures used to evaluate marketing
performance are. (l) the farmer's share of the consumer's food
expenditure, and (2) its counterpart, the gross marketing margin,
sometimes cnlled the farm - retail price spread. These statistics
are often misunderstood and, consequently, are misused. For example,
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2. Input-output measures for specific marketing functions

elons mmrketing can be defined as optimization of the input -
output rai . . A change that reduces the input costs of performing u
particular ustivity witheul reducing consumer sabisfaction regarding the
output of provds or scvrvices is clearly an improvement in efficiency. How-
ever, a chonge that reduces costs and consumer satisfaction represents a

reducticon in marketing orfficicncy.

Thic concept of marketing efficiency is usually divided into
two different cutegories: (1) priclug or economic efficiency, and (2)
operating or technical eftficiency.

. Pricing or ceconomic efficicncy

Pricing or economic cfticieney is concerned with improving
the operations of buying, selling, and pricing aspects of the marketing
process so that it /i1l remain responsive to consumer direction. The
best measure of the satisfaction consumers obtain Trom the markeling
cystem's outvut 1s what they are willing to pay for it in the market-
place.

However, the reliability of the measure above depends upor:
three conditions: (1) That consumers zre provided with viable alterna-
tives In the marketplace from which to choose, (2) That rrices on the
alternatives adequately reflect the costs of providing them, and (3)
business firms are relatively free to enter or leave the given mar-
keting activily in response to profils or losses based cn the prices bid
in the marketplace.

If marxets are operating efficiently, prices of a given
food will be related over space, time, and among forms. Prices
should only differ between geographic areas of a country by trans-
portation costs fro: one point to another. The price of a storable
comnodity ul one peint in time should not exceed price in a previous
period o time by more than the cost of storage.  Oimilariy, the price
of the processed product should only exceed the price of the unprecessed
ecquivalent by the cost of processing.

buppese the researcher finds that the geographic price
differcnce for an urricultural good at a given point in time in en
LDC bears little relationship to transportation cost. Pricing
ef'ficicney 1o low; the gucstion to be answered is "Why?" Further
research might indicate that it is because of a lack of transportation
facililies, poor murket information, monopoly profits, or some other
institutional or structural weakness.
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TABRTE ITI -  MARKETING EVALUATING CRITERIA ENAMPLE

Storage of Three Perishable Food Commodities

in Hypothetical Country cft ALCUDIA, 91 Percent Urban Population

White
Potatoes

Uranges

Pricing Erricieney:

1

1. Seasonnl 'rice Variation

a. actunl, L1970 82 percentage 16 percentage
points points

b. Gool, bused on best 52 percentage 2k percentape
cimilar country points points

35 percentage
points

30 percentage
points

Difference

b3

2. Marketing luroliuc, 19703
a. Percent ot Consumer

Expenditurc 62 60

b. Cost of vresent marketing

gebiviti (other than
prof’'its) as

cornsuner’

percent of

nditwre 51 31

cipe

c. All profits as percent
of conswuner cxpenditure 11 29

d. BEstimated normal profit,
present marketing services,
pereent ol co
expenditure 6 10

Hoidner

3. HMarket Conurol;
a., Percent orf

tolal central
markets handled
by top L0 percent of

traders, 1970 T2 98

ve Liune

b. Percent o total central
markete voluwne handled
by top O percent of
traders, 1970 56 85

b Price densitivity Index;

a,.,  Averagce b, cupply initviated
price inceronse - urbuan con-
sumer price change, past

H o oyears

5 days 2 days

b.  Average lag, Jdemand initiated
price increwase - furm price

5 oyears 6 days 1k days

change,; puast

52

Shell

Fimrs

46 percenteg

polints
32 percentuag

points
1h percentag

points

Lo

36

15

4 days

3 days



L, Price Scnsitivity Iudex; (continued)

¢. Average lug, supply initisted
price decrenne ~ urbun con-
sumer price cieopc, past

5 ogears

de Average log, demand initiated
price decrense - o price
change, past U vears

B. Operational Efficiency:

1. Losuses und Wastes vercent of
farm murrctines, 1970

a. Farms to terminal markets
b.  In terminul and secondary
markets
c. At retail
ALL stuges of system

d. Goal-based on best similar
country - percent of farm
marketings
(1) Farm to terminal morket
(2)  In terminai and secc

markets
(3) At retoil

ALY ctuges of system

2. Hondling;
Average nwiber of times unit of
producticn iz repack
combined Into larper lots or sube~

divided into smaller lots, farm to

final urbun eonswner
a.  Best similar country

3. Perishuables Cold Storw-o Cojucity;

a.  FPercent of Lurvested Crop
in refricerated storige,
all points in marretving
system, 1970

b.  Average time in refrigerated
storage, 1970

roj =
v I\r o)

ondary

sel, handled,

Oranges

White
Potutooes

8 days

L days

@

N

Wiy &=

1k

1 day

2€ days

=
Of—1 ( o

—

w2

10

10 days

i
e

whell

fres

3 days

[
(SR \A

In

o
3

N

(WS}

D=

18

Less than 1

Less than 1
day



price decreases wlien

passing the decreasc on

of middlemen to control

readily scen in the 1h-id
were passed oo Lo

a decline in prices,

to the normal
system., This o
interior murkcto;
they hurvest the
interior mariets
market power,

siouat

The seasonal price varia

from low Lo B, is only 1h percentage

new

G rew davge buying uniis with

middlemen resisted
The ability

supplies are
Lowdra consumers

harvested,
for 26 davs.

the 1low of market price in“zrmation is
ay cdedny in which higher consumer prices
;ovet when slack conswner demnnd Torced
troret on vo farmers in 1oday.

seriocus barriers
in the present

4 that
information exist
lack of storage facilities in
no alternative but to sell as
iloctie selling units in the

) much more
lon is guite different for ecggs and oranges.
Ltion ror egrs, while WO percentage points

points more than in the best

country. PFurthermore, profits of markeling firms are not as excessive
as for potatcoes and oranges. lHowever, ihe average number of times
eges arce hanidled in the systom and product losses off U2 percent arc
exceswive.,  The small percentage of total volume handled by the
largest troeders 1o sugeestive of & lack ot market control; in fa

markeling units muy be
Less than 1 cent
storage.  Certainly
and better

neY

Oranges
25 percent of {'a
inefficiency requiring
and seagsonal pric
in the besgt similar
cent of the traders
Additional
lots of all ranges of ri
to the conclusion that o

irn marke

ig

too
o1 the
refrigcrath 510
market information wo

lost or
variations
country.

knowledye about

stiall fo ctieieney,

romaximam marketing
total volu

wie s placed
facilii
SoLve

in refrigerated
fewer handlings,

probvloms,

rage les,

uld hielp

thece

wasted In the marketing systen represent
Lings, an excecsive loso of rescurces and an

sitent

Immediate ion. noonwber of handlings
are far cut of line with performance
Murket control by the largest 5 per-
signifficant and monopoly profits are carned.
Lhe practice of selling unpgraded, mixed

1
groen, overrips,and diseased fruit leads
orage und boetter grwd ng manacemoent practices

ey

are needed on farms and in interior marke

Additional evaluating criteria than those shown would
undoubtedly be sourht and used.  The example celected was not intended
to be all inclusive. For example, 1t ¢ also appropriate to waalywe
successful in-country agri-business marketing success stories with

the help
the top
this type of

of knowledeeabl
rirms are

wnnlysis mi

Followling:,
system's
necessary
obhier marketine
result In the ore
formed in joo
ity

porformanee,

Pation.

Nneees evaiuate the

cometimes us

and 1
to anaivoe the
sormponents.

Just as the begt records of

¢ nationala.,

cd a5 siandards in the United States,
ght alsc be usceful in = developing country.

completion of Lhe cveluntion of toe markoting
Lsodlation of prisrity probloms, it becomes
linkuges between the priority probloms and
Cuite otten offorts to recolve one problem
atlon of othiers.  Pew marketing funetions are per-
Consequently, uny study must, of

conseaguences ot onosed changoe.
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The schematle presentavion in Figure 3 was the first
step in this process.  idere the top priorily problem of perishables
storage at flive interior marrket points ung on arms is linked with
appropriate second and Lhird priorivy murkceling: needs, and with the
institutional, policy,und other factors of influence from outside
the marketing: system.

Additvionud evaluating criteric arc then uced to provide
plamners wit: w check list of the adequate and insdeguate linkapes
relative to oll compeonents., These vere 1isted in Paeie II.

Progrum implenmentation cannot be affectea unbil o211 evaluaticons are
completed wnd polley consideraticus have been oiven careful con-
sideration based on the full body of evidence at hana.  This
systematic wpprouch enhances, but does not guarantee, the probability
that all ressonable alternalives are considered before a course of
action is chosen,
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D. Calculating Economic Costs and Benefits

The methodology used to measure the value of any proposed
marketing improvement is basically a gquantification of the expected
benefits and costs. The quantification is completed for each alternative
under consideration, then a typical internal rate of return is calculated
so that the alternative having the highest net rate of return may be
selected.  Assuming that relisble data are used in the analysis, some
assurance ic cbtained gabout which alternative would be best - from
an economic point of vicw.

The analyses must consider both direct costs and benefits as
well as indirect ones.  The former are more readily measurced, while
the latter may include social costs and benefits which often can only
be estimates based on sound Jjudpgement and experience. However, estimates
of the indirect costs snd benetits need to be made since they can
significantly affect interrelationships and shifti the economic
feusibility from cne close alternative to another.

Tie example chosen to demonstrate the methodology is an
actual cost-venetit analysis cof tnw Teasibility of construeting new
wholesule mer t facilities for handling perishable foods in northeast
Brazil. A brie<" review of each of the coszts and benefits analyzed
will be presente i followed by a swmmary teble of the actual calculations.
The final section 111 show the conclusions drawn from the data by the
analysts relative te the action reconmended.

1. Quantifiable benetrits and costs

(a) Benefits
Reduction in produce spoilage

Rescarch data werce obtained on commodity spoilage at
the Recife and Salvador wholesale markets. Based on these studies,
it was estimated that 20 percent of all perishable foods, such as fruits
and vegetables, and 10 percent of all semi-perishables, such as cereals,
were lost through spoilapge in the ) le swsten whicn existed before

the new CARF wholesule feellity wao conctructed and operational.

Spoilage raten were coduced Lo 1k percent for perishebles and olx per-
cent for semi-perichablios, The reductions in spoilage of olx pereent
and rfour percent respectively resulted from improvementco

in ,to?agc,
handling, guality control, and packaging, in addition to the

r i substantial
reduction in the time food 1z in process between farper and conswaer,

To eveluate Lhe cavins in 2voilage, the tood saved
wags priced at its cost to the wholesaler, not ol its 7(fx11 price.
Volumes werce bausced on Lhe size of tiie Heeifc marketing facility

and on the markel ror food in Recife.
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. Reduction in costs due to decrease in spoilage

Another substantial benefit is thaty with a lower rate
of spoilage, o smaller invenlory is necded for a given volwne of
sales resulting in lower storage, transportaticn, and handling costs.
This benefit was valued al an opporiunity cost of capital of 10 per-
cent and was equul Lo ten percent of the sevings in product spoilage.

. Reduction in unlouding and losdlng time

Utler confusion and congesticon were obucrved at the
existing traditicnal wholesale markets, especlally =t peak perlods on
principal market days. The situation was much worce during rainy
periods since mont cxloting e
resulting in cenc o mud, distant parking off trucks, cte.

rkets nod ne cover and were unpaved,

It sddivion to lost time due to inerriclient unloading
and loading metnods, there was lost time because of long waiting periods
due to the small size of the tacilities compared with the volume and
number of vechicles serviced. Initial savings in loading and unloading
Lime at the new markets are estimated ~t 1 hour, eventually rising Lo
2 hours.

(b) Costs
. Construction and equipping of markets

A number of engineering prroposals and studies were
analyzed. These studies were evaluated so that an accurate ectimate
of construction and installation costs, as well as the costs of operating
the facilities, could be made. These arc swmmarized in Table 1X, puge 66.

. Maintenance of market facilities and increcased operating
costs of new facilities

Increased operating costs included use of electricity
(for producing ice and lighting) and water and sewage not available cr
utilized in the older markets. The Salvador market study estimated
total operating costs, including personnel, maintenznee, and utilities.
The same costs were asswned for the proposed facility, and three-fourths
of these costs were considered to be in addition to thosc existing in
the older market facility.



2. Internal rate of return

Bascd on the estimates of direct costs and benefits described
above and detuiled in Tables IV through IX, an infernal rate of rcturn
ot 23 percent fur o typlenl wholesale market {acility was culeulated.
The volwre ana growth rate statistics used in the calculations were
based on the most recent 2 years of data in Eeclle and valvador.

o Mruits and vepetables, an o aversre annual
growtn rate ot 8§ poercent wag samend , based on the populatiocn growth
growtl, and the Incowme cluasticity of demand

In vhe o

rate, per coaplun inconc
for rruits and vegetables.  The volume of fruits und vegctables was then
projec .ed Por ench yesr ountil 1990, The same procedure, with some

wer for cercals and dry poods, assuming a b5 per-

coent overyte annual grovth rate,

The volume of fruits and vepetables for 1970 was estimated at

ho
DL O midlion,

Keducling spoilage O percent below what it would have been in the
old facility recults in a saving of approximately $400,000 for 1970.
Over Lhe 1ifv of the project, savings in spoilage are considerable;
see Tables IV una Voo In similar fashion, savings in labor costs were
estimated; cee Tables VI oand Vil. Construetion, maintenance, and
operations costs were sublracted from benefits for each year to derive
net flows, which were then discounted to present value to yield the

internal rate of return.

3. Indirect benelits and costs

(’d.) Benetivs
Reductions in costs and risks and increased competition

Initially these benefits will be quite small, but should
grow over several years. The design of the fuclliities azssures a much
larger operating scale per business unit than prevails in existing nmarvets,
The markets arc desipgned to handle future demand by incereasing the number
of operating arcas and stulle.,  The markel news scervice will link other
markets and interior points. All of these factors will reduce markeling
risks and costs.  Increased competition should result in lower margins,
bringing them Jdown {rom the current 18 percent on fruits and vegetables
and 13 percent on cercuals,

. otimulation of farmer production due to increased
opportunity for direct marketing - indirect income effects

More direct marketing by farmers would give them a
larger sharce of' the totul price that consumers pay and hence larger
incomes. The result should be inereased farm production that would
not have otherwise occurred without the rew fe



. Economies in retailer purchases due to larger scale
operations and ease in obtaining standard quality

Based on obzirvations by USATD agricultural technicians,
benefits to supermarkels will recult in (a) =n eventual reduction of
2 percent in purchasing costs of fruits and vegetables, and (b) an
additional ainereanc of 10 percent in Lhe puriicipation of supcrmarkets
in retall sales of fruiltc und vepctables.

« Improved public health due to improved hygiene,
cleanliness,and more stable supply

Improved working conditions

. Improved transport services
(b) Costs

. Reduction in wholesalers' sales directly to consumers
as result of non-centralized location of the larger market

. Some additional loading and unloading of trucks
These coste occur particulariy in the early period
until all facilitics are in place and administration of the new facility

is well organized.

Y. Employment crfcets

(1) The estimated labor productivity gains are b percent,
which could result in an unemployment problem. lowever, the increasc
in the amount of food flowing through the system is expected to be 8
percent per year. 'The increasc in demand for labor as a result will
most likely culweipgh  the loss of employment resulting from productivity
gains,

(b) The construction of the market itselfl will generate
significant demands for labor.

The marketing area data were studied and estimates of
direct benefits to accrue from construction of the new markets were
calculated.  An Internal rute of return of 23 percent demonstrates the
economic utility of the proposed program. With such a high internal
rate of return, the reallstic figures for reduction in spoilage could
be cut to the most pessimistic levels and an internal rate of return
in excess of 10 percent still obtained. Additionally, indirect benefits,
which should far outweigh indircct costs, were not rigured into the
internal rate of return.
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The project will have important backward and forward linkage
effects which should also be taken into account in appraising its
value. The wholesale markeu will encourage farmers' cooperatives to
rent stalls and facilitate improvements in market news services.
Farmers will be in a better position to benefit from the existence
of an efficient outlet for their produce. On the retail side, both
supermnarkets and smaller retoilers will share in the benefits of
purchasing commodities in a modern facility. The improved mothod of
purchasing perishables will be of primary benefit to the smell
"feira" retailer whose sales consist of a hieh percentarc of fresh
fruits and vepetables. Although backward and forward Linkages in
addition to comprtitive pressures should push the benefits of the
improved wholesale system to spread out, no attempt wae made to
calculate how much of the benefits cach sector would roceive.
However, conusidering the intentions of SUDENE (The Government of
Brazil's Guperintendency for the Feonomic Development. ol the
Hortheast) Lo strengthen small grocers and to stimulote fariner
marketing cooperatives, these groups should receive n sisnificant
amount of the benefits of the program.




TABLE TV:VOLUME PROJECTIONS AND REDUCTION IN SPOILAGE FOR FRUITS
AND VLGETABLES, NORTHEAST BRAZIL WHOLESALE MARKET 1/

Volume Percent Total Reduction
Year (Millions of $) Reduction  in Spoilage (Dollars)
1969 $6.15 X 6 = 369,000
1970 6.6 X 6 = 396,000
1971 7.1 - X 6 = 426,000
1972 7.7 X 6 = 562,000
1973 8.3 X 6 = 498,000
1974 9.0 X 6 = 540,000
1975 9.7 X 6 = 582,000
1976 10.5 X 6 = 530,000
1977 11.3 X 6 = 678,000
1978 12.2 X 6 = 732,000
1979 13.2 X 6 = 792,000
1980 14.3 X ) = 858,000
1981 15.4 X 6 = 924,000
1982 16.6 X 6 = 996,000
1983 17.9 X 6 = 1,074,000
1984 18.0 X 6 = 1,080,000
1985 18.0 X 6 = 1,080,000
1986 18.0 X 6 = 1,080,000
1987 18.0 X 6 = 1,080,000
1988 18.0 X 6 = 1,080,000
1989 18.0 X 6 = 1,080,000
1990 18.0 X 6 = 1,030,000

1/ _Assuming an average annual growth of 8 percent.




TABLE y: YOLUME PROJECTIONS AND REDUCTION IN SPOILAGE FOR CEREALS,
DRY GOODS, ROOTS AND TUBERS, NORTHEAST BRAZIL WHOLESALE MARKET 1/

Volume Percent Total Reduction
Year (Mi1Tions of $) Reduction in Spoilage (Dollars)
1969 $ 2.6 X 4 = 104,000
1970 2.7 X 4 = 108,000
1971 2.8 X 4 = 112,000
1972 2.9 X 4 = 116,000
1973 28.1 X 4 = 1,124,000
1974 29.3 X 4 = 1,172,000
1975 30.6 X 4 = 1,224,000
1976 2.0 X 4 = 1,280,000
1977 33.4 X 4 = 1,336,000
1978 34.9 X 4 = 1,396,000
1979 36.5 X 4 = 1,460,000
1980 38.1 X 4 = 1,524,000
1981 39.8 X 4 = 1,592,000
1982 41.6 X 4 = 1,664,000
1983 43.5 X 4 = 1,740,000
1984 45.5 X 4 = 1,620,000
1985 47.5 X 4 = 1,900,000
1986 49.6 X 4 = 1,984,000
1987 51.8 X 4 = 2,072,000
1988 54.1 X 4 = 2,164,000
1989 56.5 X 4 = 2,260,000
1990 59.0 X 4 = 2,360,000

1/ Assumptions: At the moment CARE does no business in cereals and dry
goods and can probably be expected to initiate this line when con-
struction is complete, or in 1972 or 1973. However, figures based
on the Michigan State study indicate that the wholesale volume in
cereals in that year will be approximately $24 million. 1In 1969,
CARE had a volume of $2.6 million in roots and tubers. Ar average
annual growtn rate of 4.5 percent per year is assumed.
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TABLE VI: SAVINGS IN LABCR COSTS DUE TO DETTLR LOADING AND UNLOADING FACILITIES

FOR_FRUITS AND VEGETABLES, NORTHCAST BRAZIL WHOLESALE MARKET 1/

Volume in Averayge Value Average Humber
Millions of Truckload of Truclloads Total
Year of § __of Produce ~_ber Year Savings
(Dol Tars) T (Dollars)  (Dollars)
1969 6.15 : 300 = 20,500 X 1.87 = 38,300
1970 6.6 1 300 = 22,000 X 1.87 = 41,000
1971 7.1 1 300 = 23,000 X 1.87 = 43,000
1972 7.7 4 300 = 25.000 X 1.87 = 46,700
1973 8.3 4 300 = 27,000 % 1.87 = 50,500
1974 9.0 3 300 = 30,000 X 1.87 = 56,100
1975 9.7 2 300 = 32,000 X 3.74 = 119,700
1976 10.5 3 300 = 35,000 X 3.74 = 130,000
1977 11.3 : 300 = 37,000 X 3.74 = 138,000
1978 12.2 2 300 = 40,000 X 3.74 = 149,600
1979 13.2 1 300 = 44,000 X 3.74 = 164,500
1980 14.3 e 300 = 47,000 X 3.74 = 176,000
1981 15.4 4 300 = 51,000 X 3.74 = 190,000
1982 16.6 + 300 = 55,000 X 3.74 = 205,000
1983 17.9 4 300 = 59,000 X 3.74 = 220,000
1984 18.0 3 300 = 60,000 X 3.74 = 224,000
1985 18.0 2 300 = 60,000 X 3.74 = 224,000
1986 18.0 4 300 = 60,000 X 3.74 = 224,000
19€7 18.0 2 300 = 60,000 X 3.74 = 224,000
1988 18.0 : 300 = 60,000 X 3.74 = 224,000
1989 18.0 3 300 = 60,000 X 3.74 = 224,000
199¢C 15.0 2 300 = 60,000 X 3.74 = 224,000

1/ Assumption: Between 1969 and 1974 an average of one hour per truckload is
saved, or $1.87 per truck, and from 1975 to 1985 an additional bour is
saved, or $3.74 per truckload.




TAB

LE VII: SAVINGS IN LABOR COSTS DUE TO BETTER LOADING AND UNLOADING

FACILITIES FOR CEREAL AND DRY GOODS, ROOTS AND TUBERS, NORTHEAST

BRAZIL WHOLESALE MARKET 1/
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Volume in Average Value Average Number
Millions of Truckload of Truckloads Total
Year of § of Produce Per Year Savings
(DoTTars) (Dollars) (Dollars)
1969 2.6 : 300 = 7,800 X 1.87 = 14,580
1970 2.7 4 300 = 9,000 X 1.87 = 16,830
1971 2.8 : 300 = 9,300 X 1.87 = 17,390
1972 2.9 + 300 = 9,600 X 1.87 = 17,950
1973 28.1 : 500 = 56,200 X 1.87 = 105,090
1974 29.3 1 500 = 58,600 X 1.87 = 109,580
1975 30.6 2 500 = 61,200 X 3.74 = 228,800
1976 32.0 + 500 = 64,000 X 3.74 = 239,400
1977 33.4 3 500 = 66,800 X 3.74 = 250,000
1978 34.9 4 500 = 69,800 X 3.74 = 260,000
1979 36.5 4 500 = 73,000 X 3.74 = 273,000
1980 38.1 : 500 = 76,200 X 3.74 = 285,000
1981 39.8 e 500 = 79,600 X 3.74 = 297,000
1982 41.6 : 500 = 83,200 X 3.74 = 311,000
1983 43.5 + 500 = 87,000 X 3.74 = 325,000
1984 45.5 4 500 = 91,000 X 3.74 = 340,000
1985 47.5 + 500 = 95,000 X 3.74 = 355,000
1986 49.6 : 500 = 99,200 X 3.74 = 371,000
1987 51.8 + 500 = 103,600 X 3.74 = 387,000
1988 54.1 3 500 = 108,200 X 3.74 = 405,000
1989 56.5 4 500 = 113,000 X 3.74 423,000
1990 59.0 : 500 = 118,000 X 3.74 441,000
1/ Assumption: Between 1969 and 1974 an average of one hour per trucklosu 1is

saved, or $1.87 per truck, and from 1975 to 1985 an additional hour is saved,

or $3.74 per truckload.




Year
1968
1969
1970
1971

1972
1973
1974
1975
1976
1977
1978
1979
1980
1981

1982
1983
1984

1985
1986
1987
1988
1989
1990

TABLE VIII:OPERATING AND MAINTENANCE COSTS,

HORTHEAST BRAZIL WHOLESALE PARKET 1/

Estimated Total

Construction Costs

(Dollars)

1,450,000
1,750,000
2,750,000
5,500,000
5,000,000
8,000,000
3,000,000
8,000,000
8,000,000
6,000,000
8,000,000
3,000,000
8,000,000
8,000,000
6,000,000
8,000,000
6,000,000
3,000,000
6,000,000
8,000,000
8,000,000
3,000,000
3,000,000

MM X I X X D XM XX XX XK M OX MOX XX X w

3%
3
o

i
3%
3%
,

3¢
3¢
3¢
3¢
37,
37
3/
3¢
Yl

'/o

1/ [Estimated at 37 of Construction Costs.

L L L L | | (TN T 1 N TR TR TR TR ¥

cstimated Operating
and Maintenance Cost
__{Dollars)
43,500
52,500
62,500
165,000
240,090
240,000
240,000
240,000
240,000
240,C00
240,000
240,000
240,000
240,000
240,000
240,000
240,000
240,000
240,000
240,000
240,000
240,000
240,000
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Vested economic interests are not, by their nature, either
bad or wrong, they are simply the attachment people have to known sys-
tems by which they make 4 livelihood and interact with others in the
economic community. And the strength of the attachment is not alone
a function of how well of[ the individual mazy be under the system, but
of other factors wus well., Hor can the holding of vested interests be
brushed aside as being irrational or prejudicial to larger cconomice
interests of o reglon or nation. For example, the large producers of
xport crops are rorely interested in expanding the internal national
market; they cmphasize the value of Toreign exchange earnings and hence
urge policiec Lo enhance their cxport potential. 'The national economy
ol many arcas subsidizes the growth of export crops such as supgar,
coffee, and bananas, and Lhis reinforces the natural resistance to accepting
Lhe uncertainties of selling in the internal market. 'This was Lhe case
among sugar grovers o’ Puerto Rico who were, to some extent, displaced
by the dairy industry serving the local Puerto Rican murket. Colton
and cane growers in the northenst of Brazil are similarly linked to
export markets and huve shown 1ittle dntercst in activitics designed
to develop internal markets,

One of the most pervacive of problems in bringing about
improvements in marvketing systoems is the lack of information and under-
standing on the concequences of clianyres.  Bven in nodern sociotics
with sophicticuted approaches Lo the delermination of cause and effect
relationships in ceonomic aetivitics, it i difficuli to determine
concequences veyond the first rivile.  In develonins countries there

ormabtion on which Lo detormine what Lhe pre-

is u paucity of basic Inf s
08 may

vailing situation o5 to cstablish benchmurks wrainst which chary

be measured. At both the micro and mezro lovel, those necding to make
decisions often lack adeauate dato and Lhe methodolorsy for anclyzing
what they have.  dlenee, decisions al both the firm (or furm) level and
at the nationsl (or provineinl) level are sually made on the bacis of
what has been before,

Cultural constraints wre another Tucvor inbibiting the
modernization of markeling cyctems. From the point-of-view of those
concerned with cxtending develompment assictonce, problems of this kind
arc particulacly difficult to overcome. It s hard to understand the
roots of sowme markebing proctiers that scem to e part of o culture, or
how deep and Fixed  the roots wre. lVor exrnple, the role of the market
women in Latin Amcerica and in Africn iz imbedded in the culture of
difterent regilons and tribes, and may o back hundreds of years.
Trivolved may be basic difrerences in the economic rele of men and women
in the socicty.

Cultural factory affoct many aspects of o marketing system:
the kinds of food that are oaten and the wmanner in which they arce preo-
pured for market and for home consumplion; the status value of diffTerent
foods amonyy different grouprs or tribes within a countrys; and the place
of traders in Lhe socieoby wand thoge clemenis which comprisce the wmiddle-
men strata (e.p., the Chinese in Mulaysia)., At issue are questions of
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either because those in government who hold the nower may side with the
econoiic intcrcshs who oppose alteving the status quo, or because the poli
making process ilselfl tends Lo slow the Lumpo o' change.  Intervsts

which huove: uz&u)yrwi advantagres in exictont morkotinge arranrements are
likely to have wequircd botter asceoss to and 1nliuuu0c over those who

hold power Inovovernment.,  Henoe ) the inter-conuecction between ceononie
and political power wewally Lipe thee seales in fuavor of the status quo.
e, bhee mechunisw for mabiing: policy ucuadly
involves prucsure of projocals by numerous commitbees and chambors and
retards wiy positive chonee from cncreine, The interests seeking
reform must orpunive sufficient power to get the wheels of changre
oing and muintain pressure over conciderable Lime Yo see the neasures
throurh.

In most sovernment sys

lievertheless, in most developing countries tho government
needs to be a principal apent for economic reform -- initisting and
fucilitating necded chuanges.  The private trading sector is often in
small huands operuting in locel markets with little capitul. Hence,
strategics for orgunivinge reforme i moarketinge systems need to inelude
government —- its policics, its ”er"l:v, and ite
over, such provernment selivioio: Lo Veon
in the modernization of murkotine systems.  Goverrment pulL@: may, for
example, bring about more cauitable balunces between producers, con-
sumers, and the dictributors of wcricultural commodities.  Jovernment
services muy faeilitate morket transsetion: and the movement of com-
moditics frow one part o ! sulations
may protect the consweer, the producer, and Lhe distributor from the
unscrupuleus amone ther, crestin: o foundation of nutional confidence
essential for developine a national market. Sovernment aszisinnce in
the development of district wholesale markebing facilities 1s cited
by Hosher ay an inportont elemens in cresting & progressive rurasd
system of institutions. 31/

<“uluu1u1 . liore-

15

deenne

hee eountry o another. Soverument ro

Whether povernment agencics will take the stenrs necessary
for modernizing o marketing system is likely to depend on their under-
standing of vhat needs to be done and their technical compoetency to do
it. Some kinds of policies (.., intervention in the uricing system
that will create optimun bulwices between demand and supply of food
crops) require sophisticated cconomis analyses as well as shkilled
administration., Marketing repulations similarly require cconomic
analyses and ulmiwihtrutij capubility, topether with inteprity and
impartiality. Services need to be widely available and acceplable in
order to facilitutey rother than inhibiy the fwietioning of lurger
regional or nationu) merkets.  These are areas in which technical
assistance may be copecially usefnl.

When modern elements beplo to manioest themselves in the
private sector, as when a new technolopy or eniorprise evolves, tnere
arc possibilitics for cncourwsing and wssisting their fuller develop-
ment.  Opportunitics muy then open wpy tor the effective use of
technical assistunce, particulurly in the form of training prograns,


http:modernisi.ng
http:produc.rs
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Since @ large proportion of the total capital required for improvements
in marketing in developing societics is utilized as rotating credit lo
monetize the economy and to monetize the market system, a relatively
small proportion of the total capital required needs to be in forcipn
exchange. VYoreign cxchange is often needed for technicsl assistance
and some special cquipment for precessing and communication functions.
Consideration nccds to be given to Lhe mix of external funding -- that
by public and private institutions und the terms under.wnich loans are
made for markeling improvemecnte. However, relatively 1littile of the
total needs will involve foreirn exchange.  Domestic currencies will
meet nmuch of the financin: reeds in both pullic and private seebors,
Too often the public scctor gels support when the private sector
activities neced similur Iinancial enconragement and support.

Financing of efficient fucilitico Lo carry out expanded retailing,
wholesaling, processing, und trunsporting acvivitices is needed in
many developing countries. The financiuge of one Tucility may lead to
requiremcents ror otherz; o..., the fundinge of = new central market
leads to requirementis for new acecess strects,  Hew technologsical
developments in food processing or facility consiruction also stimu-
late the need for more capital. High priority needs to be accorded
for new fiscal policies and institutional arrangemcnt

te to increase
capital and credit availability. Thisc is an area in which both
research and technical assistance would be useful.



Th

C. Human and Institutional Capability

Marketinz activities are performed by individuals working
within the framework of many and varied institutions. The institutions
give form and continuity teo the individual actions and to the overall
marketing process. Often marketing institution growth in developing
countries lars behind other programs, even wherce capital is readily
available for marvketing institutions, because trained personuel are not
available to help staflf facilities and to implement marketing programs.

As murketing institutions become mere complex —- taking
on more activities over larger geographical areas, involving more pro-
ducts and people as well us capital -— the task of management prows more
ditficult. [n moest developing countries, there has been little training
in specific marketing functions or in the management of agribusinecs
irme performing them, This is an area in which technical nssistance
can be useful and should have high priority.

Some have called this upgrading human capital inputs
in developing countries. It is & necessary adjunct to other capital
inputs designed to improve markceting institutionc and performance.
Marketing institutions mean different things to diffcrent people: a
commodity stabilivaticon sgeiicys; an cxport marketing beoord; o super-
market chaing the gyetem o wholesaling and retuelling; the central
market in o village; or tho arrangement between farmer and the rice
miller. Harkctine instito! ions are only as effective in o distribu-
tion system as awe ihe peorie involved in their operation and munage-

ment.

Ta noee instavees, the working of these institutions can be
improved wnd their ronctions performed more efficiently. However,
ingtitutions ang e individuals directing them tend to resisct changes.
Government opencies that might (and should) be concerncd with marketing
reforms are slow Lo take on a more positive role; private entreprencurs
Lend Lo avold Lhe risks of uncertain innovations. In the production
of crops, as in their distribution, the likelihood of rewards nced to
be cnhanced and risk of losses reduced in order to encourage changes to
buke place in the marketling system. In many countries, o first step in
improving the operation of marketing inctitutions 1s o better under-
standing of murketing functions and how the activity of individual
institutions i1 linked to others in the marketing system. The shortage
of human capital in the marketing systems in developing countries is in
two arcas:

1. A suflficlient pool of technically-trained people to nandle
problem identification and policy implication studies; and

2. A large number of individuals with cperational and manage-
ment capabilities tc perform *the functions essential for
the efficient operation of marketing and agri-uvusiness
institutions of all kinds.
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preduction agreements made with farmers or their associations. Operating
their own warchouse, retailers may substantially reduce the usually heavy
costs for wholesaler-retailer salesmen and extended credit.

In priveipal citics of o mmber of developing countrics, retail
Tood chains hnve emerpged and are becomine uan increasingly lmportant part
of the marketing scenc.  Dome wrilors on marketling in developing countries
have surrested thal supermarkot chains are an important force in modern-
izing overall markelin: processcs. 24/ The case of luerto Hico is often
cited in support of this coutcntion; in that country the supcrimarkets
did aficet the ontire tood morketing vrocess. It is not clewr, however,
whether the fucrto Rico casc, with its pecial U.D. linkuges, ooy serve
as a model for other developing countrics.  There is need for otulies
to determine when in the development urocess supermarkets migzht be
appropriately introduced, and what conditions of income or population
density need to be atyuknud for successiul operation.

2. The public cecctor ‘

There arce some situations and kinds of marketing activities for
which a rovermment or quasi-povermment orzanization may be most appro-
priate.  Because the supply and price of food is so vital to so mAany ,
governments have often intervened in food marketing systems.,  Such
intervention hus  been direct, as in operating a4 sced supply systom or
retail food stores, or indirect, as with policies influcncing private
firms enraced in these kinds of activiities. Despite intervention by
government agencies, markoling operations are performed loareely by
private firme, farmers, or Tarn orpanizations.  Where profits acerue
Lo the more =fficient and enterprising, the pursuit of ;uine stimulates
cfforts to improve market parformance. Frivate enterprise, nowever,
cannot function cffeetively in marketing {or in Tarming or indust r”)
‘withoul supporting policies and serviess of public agencies.

€]

Public policies may encourdie and facilitate efficient marketing
operations or impede them. Sometimes rovernment officiale are not awvare
of" how rulec or repulations et in ihe way of economic activitics they
wish to cncouruge.  0ld lowe mey remain on the books Lo be invoked in
an arbitrary manner by zome sclf-gseeking petty officiul. Onc govern-—
ment wgency may soeek mudrrn144t1on of I'oud marketing, but another may
set Import regulations that prevent firms from acquiring refrigeration
equipment fur retail stores or wholeszle warchouses. Or regulations
governing the import of puckasing materinsls may make it more difficult
and more costly to obtein wider distribution of fresh or processed
produce.  Aprecment mwy ve reached witlh a diristry of Commerce and
Development on building o new food rrocessing plant, but another
Ministry may make it iuoperative when built by failing to fulfill
commi Luents on access roads.  Private marketing firms report that
uncertainty and the arbitrary rendering of decisions as much as the
substantive nature of public policies impede their progress.
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D. Resolving Conflicts and BEstablishin;: Priorities

The process of resolving conflicts and establishing priorities
varies considerably fromw country to country. In each case, however,
there are economic and non-ecconomic considerations. liconomi~ analyses
such as the caleulation of costs and benefits described on pages 56-66
may help clarify the cconomie implications of alternative actions. Bub
most cconomic analyses deal with o limted array of questions -- ithose
which the analyst or the official dircceting the inguiry may fecl arc
tie important ones. Thug for cxample, cconomic analysic on pricing
policies related to increasing the production of luid milk may cover
the supply response to different price levels but nol which regions
or which sire farms are lilkely o regpond most and the availability
of milk for different couswming centers.

The issu. of whul questions get asked in cconomice anulyses is
no less importan’. than the issue of vhat problems are analyzed., 1n
both instances the agendu Tor research is itselfl subjecl Lo preveiling
values and pelitical as well as cconomic considerations in the respec-
tive countrics. Analyses on how much grain storage a country nceceds may
lead to different kinds of policy decisions than studies which also
deal with guestions of which farm or merchant groups are served by
storagre facilities of different sices and types and locations.

In many developing countries, marketing refcecrm decisions may
be made without taking into account all the different interests. Iewer
alternatives are explored. The decisions respecting conflic*ting inter-
ests may thus be less difficult to make, but at the same time, the
decisions made may not be the best possible ones for accomplishing
wider development objectlives.

The process of resolving conflicting interest is, in part,
politicaly I.c., decisions are made on the basis of real or perceived
power as well au economic analyses. TFor example, the question of
putling more resources into farm-to-market roads versus improving port
Tacilitics can be analyzed in economic terms yet decided largely on
political mrounds; costs can be estimated and returns calculated for
farmers using the roads to bring their produce to local markets, as
vell as for Tarmers using the port for exports. Implications for the
national economy of raising incomes for several hundred low income
farmers selling in the local marketl versus several dozen Tarmers engaged
in exports may also be estimated (in terms of tax returns and consumer
expenditures). The trade-ofTs as between some added foreign exchange
carnings versus lncereased supplies at local markets cannot be directly
compared (unless import substitution is involved). In this way,
marketing analysts in developing countries or their external advisors
can conlribule to an understanding of the alternatives and their
likely economic costs and benefits. AL the same time, it is important
to recognize and to point out the limited range of considerations taken
into uccount in the economic analyses made. The public official may
then decide, taking into account such factors as distributive Jjustice
Tor smuall farmers or the political power of large exporters.

1
@
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The ordering of priorities in marketing improvement efforts is
similarly subject to economic and non-economic considerations. 1In low
income countries where resources arec chronically short, programs which
do not have high priority do not get started, or if bepun, may not be
completed.

IT a particular merketing project ic agrecd upon (c.e., re-
placing a wholesale produce market in an LDC city), then a sysivems approach
to the cffort can help establich Lhe ccquence or pricrity order for a numbeor
of interrelated elements. The Government of Bravil, with the ascisiance of
AID and IDE, is plamning to build o number of wholesale markels.  Cuch o
program requires ordering of pricorities in both Lhe e (Learcvese)
aspects and the human and institutiona? (coftware) Crarting
with a target dute for beginning the operstion of & el, one cun
work back to elemente that need Lo be initiated; e.g., the bullding of
access roads and the training of market manacers or markel nows reporters
require lead-times which nced Lo be taken into aceount in setiing program
priorities.

The objective of improving diets among the very vocr also
raises questions of priority: to reach the most vulnersole groups
{the mother-child situations) or to spread available resources in
mecting the needs of ull. The establishrent of vriorities thus in-
volves an assessment of economic costs, the state of technology, and
the institutional and managerial capability available Tor carrying out
alternative programs.

The discussion on the evolution of marketling systems which
suggest~ the order in which problems are likely 1o be encountercd
offers clues to priorities. Similarly, the comments under trade-offs
(pages 29-36) suggest further considerations in resolving contlicting
interests and setting prioritics to improve food marketing systems.
This paper, however, does not attempt to provide a2 universal guide
to action or a computer-type model which might permit the working
through of an equation with a great meny variables. These approoches
often lack practical usefulness for LDC officials or for technicians
assisting them on a day-to-day basis.
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V. THE ROLE OF RESEARCH AND TECHNICAL ASSISTANCE

Research and technical assistance for the improvement of marketing
are closely related.  bach may follow after the other, and each is
likely to contribute to tne value of Lhe other. Research should provide
information and analysis on which micero and macro decisions on marketing
activiticos miyht be poder Teechndoend qgaiston specialists, having respon-
sibllity vor helvinge bnovhe declsicn-nucineg process, look to the introrma-
tien thot dis wrailable amd, whore Inciequate, muy provide the stimulus

ana direction for necded ottt os.

Technical nesistance and regeasrch on marketing can vrovide new
Insights and impetus, not only for arricultural development but also
For linkins calns in apriculture to other scctors of the economy.
Marketin: 1o not a possive asdjunct to production but a motive force in
the development procenc.  larketing systons are key elements in many of
the proble Lhat cumerse ous developings countrics move from traditional
to comncrcinl apriculture: nural incomes and misrationy; export carnings
and imvort substitutior 3 e cost of food (and hence the standard-of-
livims) for urban workers; crop divercitfication and mavket development
employment. und Incomes dn corvies oecupntions; asri-business; and new
product development. Horizous for rescarch and technical assistance
need to be lifted to cneompuss the whole range of rural-urban relations
as woell as the specifics of commodity marketings.

A, Technical Ancicstance

ceve: sl ospeeifie functions may be performed under the heading
of "technical assisianes.”  Tn coeh instance, the process ic ons of
working wilh and throusrh local people for the accomplishment of arrecd
upon development vurposes.  The purposes are likely to have both long-
term and short-term dimensions and may chanse over time within the same
country. Dbat in most pencral terms, technical assistance iz concerned
with buildineg individunl and institutional cnpability to denl with their
problems.  This capabilily includes both the formulation of problems and
the implementation of policics and programs Lo resolve them.

Those performine technien] assistance, thersfore, haln in identi-
fying problems which may boe obotruelineg economic growth and country
development.  Tdentificaiion aleo fmplics a Tormulation of the problem
in terms madibue T more susceptible to solution. Breimyer analyuzed
variows ceonamic considerstions In choosing poscibic marketing policies
in Guatemaldia 35/ He concluded that merketing costs in that country nmase
inereased becuuce of structurnl deflieciencics, probably due to the avsence
of competiiion, the vresence of collusion, and restrictions imposed Ly
various wrencico,  He emphasized the benefiis to be derived from improved
markel news, ifucluding improved statistical data collection; the need
for usury laws;and other sugpested Improvements.



http:agec,':;.il

81

Another aspect of problem solving often requiring technical
assistance is that of analyzing the choices available to public or
private apencies for dealing with a problem. There is a tendencyv for
seeing solutions to problems in too limited o perspective; an external
point-of-view can often help identify additional alternatives. The
criteria for choosing wmornes the alternatives identified may include
political and social as well as economic considerations, even though
the technician advising on economic policy may be limited primarily
to an assessment of economic factors. Studiezs may be needed to
quantify information 2nd to measure costs and benefits in order to
better assess wsternatives.

Technical assistance may perform its function of upgrading
human resources in a nwnber of ways. A trainine function is performed
in working with counterparts. Since technical assistunce is not so
much a "doing" as it is a "working with" and "working throush' others,
the process involves a learning on both sidesz. The technician who
consciously and purposely sces his role as enhancine the learning
experience for counterparts can be a very efrective toacher,

Technical assistance may be used in 4 nuwber of other training
situations. Helpiug in the orpanization and conduct of workshops and
in-service training courses tor oftficials ot nout FOVerLments are
especially important. Technicians may also ugefully be involved in
the selection of purticipants for repular training programs in the
United States, in the host country, cr in third countries. The tech-
nician is in a better position than others to know which people with
whom he works could benefit from training and what kinds of educational
experience would be most appropriate.

Technical assistance is purticularly importuant in institution
building. Much of the concern on the subject of technical assistance
and institution building has centered on educaticnal institutions in
developing countries. Howcver, some of the principles that have
evolved and the practices proposced for both receiver and provider of
technical assistance are germane in the development of other types
of organizations. Institutions are no less important in achieving
marketing improvements than in other faccts of economic development,
Because institutions performing marketing functions are in a rudimentary
stage in many countrics, technical assistance is particularly important
in helping give them structure, purpose, and technical competency. §§/

B. Research in Harketing

Many kinds of research wre needed as more modern marketing
systems evolve. Research is necessary for policy makers in govern-—
ment agencies and private enterprises to improve the utility of
new marketing facilities and enhance the value of marketing
services. Among the substantive kinds of research that are needed
as marketing activities become more specialized and marketing
systems become more complex are: §Z/
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(1) Research on market structure and marketing systems; e.g.,
how marketing functions are organized and where the loci of power are in
the systems.

(2) Rescarch on marketing mechanics and cperating efficlency;
e.f., how marketing functiions are carried out and what the alternatives
are for increasing efficicncy.

(3) Hesearch on human nutrition and consumer cconomics;
knowledge of concsumsr needs helps marketers satisfy them.

(%) Hescarceh on the management of marketing enterprises;
e.g., how deeisions ut the firm level can be improved and how
marketing functions can be better coordinated.

(5) Research for market cxpansion; e.p., what the range
of market demand is for current and prospective crops and how markets can
be expanded.38/

losubstantial part of the kind of research sugpested above
would probably need to be included in the activities performed by
government agencies to Tacilitate market refTorms and improve the
effectiveness of marketing systems. Little of thisz kind of research
has been done in developing countries ...and the work that has, has been
largely for traditional export crops like coffee and bananas. As
food c¢crops acquire commercial importance and marketing cmerpes as
a limiting factor for sustained growth, the need for resecarch to
meet marketing problems becomes evident.

An important role for research is to provide better under-

standing of what takes place in the marketing sys' This under-
standing is not an end in itself, but a preresquic.t. = judgments on
how the system might be improved. An analysis o. - v structure --
"who does what, how often, for how much and why" -+ .y help explain

what is observable in the system and also help expose what is wrong
with it.

As studies in marketing provide new insights on the pur-
poses and processes of marketing functions, it becomes possible to
measure their perrformance. This is another important role of
research. Research is needed to delineate meusures of performance
and, insofar as possible, to help quantify them.

Marketing is a dynamic process; the micro and macro decisions
weed constuant review and evaluation in the light of chanpging economic
conditions and overall economic policies. Both research and technical
assistance contribute to these changes and, consequently, the changes
also need to be taken into account in setting priorities for the
research and technical assistance efforts.
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