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From time inmlerorial the subject of first concern in agriculture, the 

aristocracy among issues in agricultural policy, has been the economics of
 

production. The ecoic-mics of marketing has been low caste. 

Still today, production gets top billing. 
 In most nations, and particularly 

aost developing nations, improvement of' production commands a great deal more 

attention than does improvement of marketing. 

Granted, for the historical disparity there was good cause. Throug . most
 

of history mankind was hard pressed just to-get enough basic 
 food to eat. Also,
 

each family or each local subsistence unit, 
 such as a tribe, produced most of
 

the food it ate. In 
 these circumstances there was little need to consider 

marketir, for it s,'arcely exist-d. Marketing was confined to such items as
 

salt, and to luxuries for the nobility.
 

In som. parts 
of the world the situation has scarcely changed. 

On the other hand, wherever the agricultural econo.my is no longer
 

orgari.zed or. a. self-sufficient 
basis, but is co-rimercial, it is necessary to have 

an acceptable marketin- system. More than that, a well designed marketing 

syst-;i csn itself be an instru-nent of development.
 

To ext!.ed the c-ntr.'_!st ore step further, 
 in the more industrial nations 

we now finid highly sophisrticated r.eting syste:,ms. They are so sophisticated 

that they no longe... concc-:rn thmsc i.ves primarily with moving products efficiently 

from prodiccr to cosuw.er which is the traditional. objective of a marketing 

sst( r!,. 1nstlead, they engage in extravagant actirvity called "riel'chandisin". 
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Merchandising essentially aims at creating consumer loyalty to one's own branded,
 

copyrighted prcducts. It involves expensive research into finding or creating a
 

product or service that has some feature distinguishing it from its competitors. 

The distinction may be genuine or only superficial. The new product is then
 

surrounded by an aura of the adman's panegyrics. The potential consumer is made 

to believe that the new product, to use Dr. George Mehren's words, can "assure
 

professional, social, ,thletic, amatory or even intellectual excellence." 

My choice of language in descrihing this latest stage in "marketing" in 

developed economies may hint at my personal skepticism. One may well wonder if 

we in the U.S. are really clever when we ovorload our marketing system with more 

costs of promotioi and advertising and other devices of "merchandising". .Maybe 

we are out.:L T:[ ourselves. If the old wisdom still holds true, that the rich 

and the pror1 will let their wealth and pride lead them to self-destruction, it 

may apply to advanced industrial econcmies who waste their resources in costs of 

marketinF- tbnt add little or nothing to the welfare of consumers. 

But -uhis is a digression. Aside from being a warning of what a nation 

ought not to do, it may present a picture that you may see in your own countries. 

Your firas 1.hit sell mainly luxury mz-Ar may adopt sliilar practices, and U.S. 

fiis who urLr in business in 'our cou))tries will often burden your economies with 

somie of oLv' bad habits. 

More a i hen Production £g,:,ce alizes, It is extremely difficult to 

offer ge,::2,'c1 ideas about the economics of Pmrketir.g in various countries 

of the world. Conditions differ so r..c%, not only among countries, but among 

various pi.: ' sjof: c coi:ntry. it; the tin jewel of Guatemala, for example, 

I found it ir.w;a.- to olu. not less than th',z= separate agriculturai sectors 

before 1 rj:,. 1 ofY:r any useful auiqn iois about -marketing. These were the 

export t.e :a.7.e:,.uon:;:ercl - sec-nor, and the largely subsistence 

sector. A, Y will illustr.ate later, ;.rketinE policy differs among the thre,. 
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In writing a chapter in a book recently published I tried to find general 

principles of marketing that could be applied everywhere. The only one I could 

set forth was this: "Econosiic development universally involves attaining more
 

speci.alization 
 in economic enterprise than prevails 'in primitive economies. 

To m-knowledge this is indeed the only principle that can help us 
to understand
 

the marketing economies of various nations. 
As an economy develops, an increas

ing number of the economic activities become specialized. Fewer of the farmers
 

will produce solely for their own consumption. Even those who remain partly 

self-sufficient will sell more product into the market than they did before.
 

Commercial farmer! who formerly raised and sold many products begin to specialize
 

and sell fewer. Moreover, they may begin to use more purchased inputs such as
 

chemical fertilizer. As these changes take place, there is more need to make
 

sure that a good marketing system is at hand 
-- and that it works well. 

Thus, as development takes place the economics of marketing'begins to steal 

a little of the spotlight from the eccnomics of production.
 

Moreover, each degree of success 
in production itself forces an increased
 

attention to marketing. The arithmetic of the ifsituation makes this clear. 


a 
 farm, or a farming area, increases its production faster than its population 

grow.:s, only part of the larger production is retained for local consumption. A
 

sizable 
part is so~d into the market. Thus if an area hid been 80 percent self

suffic-ient and increases product ton 15 percent but keeps only a third of the 

increase for its own consumption, the marketable surplus expands a big 50 percent! 

This simple calculation explnins some of the consternation that has followed 

the so-called Green Rev'olution. Apparently few persons had fully understood how 

much the burden upon the marketing system would increase when Indian or Pakistanian 

1Harold F. LIreimye nf.'ce- of RThral Institutions on the Economic.Devcl]:.:.cnt. of A--riculture in Less Bevelopco. Countri.es.: Product Mlarkets,"
Ins.... tiion in !rf tu- . Deve2. c'n Malvin G. Blase ed., Iow.a State 
University Press -Ames, 1971. 
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farmers began to use the new, highly productive varieties of wheat and rice.
 

Those persons now understand! They learned -- the hard way.
 

Two Missions of Macketing, Our mental picture of how much marketing in

creases when 
 farmers learn to produce more grain or milk or wool nevertheless
 

can mislead us. It suggests that the major task of marketing is to move a
 

quantity of-product through a sequet.c, of transportation, storage, processing, 

and retailing until it reaches the consLuner, This is indeed an important task. 

But it is only one of two. 

Marketing has a second job to do. It also must function as a mechanism 

to guide the production, markuinc atd consumptioc of food and other products. 

In most countries it does so by means of the system of price. In an earlier 

lecture I rerrw-rked on the bJ.ack-n1mic role price pcrforms as it guides production 

and consumption]. How I want to add that it also acts as a signal system for the 

performance of marketing services themselves. Furthermore, it is noteworthy
 

that pricec iJ. itself a product of the !-,arkting system. It is in marketing that 

price is "discovered" or "determined". This is true in all instances except 

where central goveriment decrees the prices that shall prevail. 

Even in Socialist countries the py.ice of faii products is relied to aon 
large exte-:, o direct *iVuir producf r,: and consumption and even, soeti~es, 

their ,o.s sin:;. H{owever, in those countries price usually is determined by 

central authority, either in the planninng agency of government or in the ministry 

of agri unt,ur 

To peat, irn most coulltries tl.%c, magic instrui.ient of price is relied on 

to direct pi'ol ,. w'L.' ,nd I exception the direct:io:, in.:. e: .ni r,,ptio: Oe is 

contro]. -;. i It 2 , is , ci f-j r-; L employ so>me instances. There is a 

second x. The - JS n This refers to,-t-'. tr r.-l, "vertical int.'-;raLion". 
e rra. :. " -.; two Ur" Lo,. 1ev: ", *io:i,.: ic- 'rd are cu 

-.. i 
 .in are coi.lbvr1 

within a sin.:ie business Cir:.. The f' r-" may ex.e'rcise its control by means of 



-5

ownership, as some U.S. companies have done in tropical fruit production in 

Central America, as an expmple. Or it may enter into contracts with its 

suppliers. In the U.S. and some other countries, firms that process fruits may
 

obtain their fruits from farmers with whom they hold contiacts. Contractual
 

integration probably has progressed farther in the U.S. than other countries.
 

We have it in broiler chickens, eggs, turkeys, fru7cs for processing, vegetables
 

for processing, sugar beets, and several other products.
 

Having called attention to t}he alternatives to market price as the crucial 

instrument in a marketing system, I will confine iiy remarks henceforth to a 

price-based market systea. 

It should be clear that I regard the second task of a marketing system as 

equally as important as the first, if not more so. We have more difficulty 

making sure that the pricing mechanism works well than in building roads, 

storage bins, or wholesale market facilities. 

In other words, very often the more difficult problems concern the 

institutions of a marketing system. I like to quote Collins and Holton, who 

write that development plans for a country typically "call for improved dis

tribution facilities ... §ihen7 more often the really critical need is a change 

in the orga!1ization and operation of the distributive sector ... " Further, 

"materials arL notably more malleable than men ... 

The Tests for Good Price-..ling. How do we know whether a syste. for 

"making" or "discovering" price is working well? Everywhere, this question leads 

to argumelt. There are no easy and accurate tests. But we have a few guidelines 

to help us.
 

2ion,an R. Collins and Richard H. Holton, "Programming Changes in Market
ing in Planned Ecoi.omic Development," K kLos, Vol. 1.6, Fasc. 3, August 1963, 
p. 124. 
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Sometimes we define a good pricing system in terms of its attributes. For
 

example, a pricing system must bring many buyers and sellers into active com

petition. If that is done, we give the system a good mark. If there is any
 

degree of monopoly (such as oligopoly or Oligopsony, words that mean few sellers
 

or few buyers) it is -highly unlikely that prices will be fair to all persons.
 

Of, if too few buyers or sellers are present, we want the opposite parties
 

to be nearly equal in bargaining strength. We argue long and loud about the
 

meaning of bargaining power. It is like the wind; we may not be able to see
 

it, but if it is present we certainly can feel it.
 

A good price-making system provides for means of fast and accurate ccm

munication. A standard nomenclature helps also. A code of rules of fair
 

trading almost always is a part of a good system.
 

Another way to evaluate a pricing system is to examine its results. We
 

look for staoility; a market that juLmps up and down is not good. Sharp
 

fluctuations from season to season also indicate a poor system. Prices should
 

-be similar in various locations, differing only to the extent of the transportation
 

costs from one to another. Prices must be uniform to all traders. Favoritism
 

in trading is unethical and usually ille--al.
 

It is difficult to know when prices are too high by virtue of monopoly. 

Yet we must be sensitive to aniy evicence of exorbitant pricing (too high for 

things farmers buy, or too 16w for' those they sell). 

A person who seeks to evaluate a pricing system often compiles prices at
 

successive steps in marketing, calculating the differences between them. We 

call the data "price spreads" or "price margins". We usually say that the size 

of the rmarrins does not of itself tell us whether some prices are too high or 

too low,; or whether the marketing system -ets too mubh of the consumer's dollar. 

We have no norm for m'h-., comparoisons. Yet after declaring the eakne.res of 

the dat.a, we usually com'ipute them in order to know better just what the re-!atior 

ships are between prices to farmern and to consumners and where iarhetic 



are highest. 

The Simple and the Complex. If marketing systems vary so widely from a 

near-subsistence to an export agriculture, our .oliciesto improve them must be 

of equally diverse content. A price-based marketin- system, charged with gIidin 

an economy, is not merely an economic institution. It is a political one also. 

A system can be only as complicated, and can operate only as efficiently, as 

the capacity of the people and the political, cultural and social environment 

make possible. 

Gunnar Myrdal put the case in solemn words:
 

"In a stagnant community, with low levels of living and educa

.tion, which has inherited a rigid and inegalitarian social and
 

economic structure, the difficulties of building up institutions 

for self-government, collective bargaining5 and cooperation are 

immense. The fundamentally different problem facing the state in 

under-developed countries is that it will have to build up such 

institutions. 3 

In my chapter referred to above, I wrote as follows:
 

"A market exchange economy ... probably can work well only if 

the population is relatively literate, distribution of wealth 

is not too unequal, traditions of tihe citizen:: are conducive to 

responsible individual perfonlan:e within lar&;e oran izat ions, 

and central govern;ient is capable and enterprising. 

In a sector of a nation's a:Lcieultur'e th-1t is sti.l partly subsisten:e, 

the local markets ma require only modest servlces:. Viilage ma-rkets that dot 

arall Latin merica may be a rational inst tn I not. crit*cal of thci.. 

They usually employ labor in a way that seems wasteful, but if no other envloym 'I 

.3Gunnar M-rrdal, reyond the Vo f_ _ YaJle Urv. H'reas'. . 
1960, pp. 134-35.
 

4Bremyer, op. cit. 



is available the practice is not objectionable. Some persons believe that
 

local communication can often be improved, as by the use of blackboards for
 

posting market information.
 

It hat been reported that local markets sometimes are not as innocent of
 

internal power contests as they appear. If they are crippled by guild rules or
 

restrictions on access to stall space, they cannot be regarded as good markets.
 

Practices of that kind in an Andean village are just as objectionable as
 

collusive trading on a Chicago mercantile exchange.
 

More difficult to prescribe for are the markets for surplus that goes
 

from remote regions to a distant city or even for export, In these circmnstances
 

the seller may be at a serious disadvantage. "This is where the money lerder may
 

dominate local marketing, where the itinerant trucker may take advantage of un

informed sellers... Yet the volume of trading may not make a sound market
 

system profitable.,5
 

Only two avenues for anclioration can be suggested, One is to develop
 

farmers' '2ooperatives. The other is to requife that the central government
 

improve the markets or protect farmers from being exploited. 

With regard to cooperatives, this is a subject of its ovn. The usual. 

point of view is that they can accomplish -reat thin: ;, *rovided the far:mers 

theinselves understandi what is required of them when tlhey vmarket cooprtiv..y 

(without this understanding, the cooperative "]i... and providd furtherfail); 

that the cooperative has skilled, dedicatend leadership. 

With regard to action by government, it will be expensive in the short run. 

But goverrmient action icay be nccessary in order to help the area to develop 

a more productive and more coadnericial ar-ricult ire. 

The dcmen ti ..'rci... sec.or e,'en knottier probir~rs. Here 

we usually find tlelements of a col-.erei a.... E sjst] but i...y s"ii . 

5Breimyer. ibid.
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be somewhat crude. Here we often cal apply a scaled-down version of the 

institutions and practices used in more developed nations, For some commodities, 

a set of grades and standards may be helpfulJ Trade practice rules can be an
 

aid. 
 This sector may be plagued with too few buyers, such as food processors
 

who hold a virtual mdnopoly. Again, cooperatives or direct action by government 

may be necessary, including some government enterprises for "yardstick" purposes 

(i.e., to provide competition with private firms).
 

Many nations have a large scale export agriculture that -isalmost isolated 

from the rest of its economy. Owners may live in the capital city or may be 

European or U.S. corporutions. The marketinrg process is highly advanced, and 

producers, through their associations, provide sone of the marketing services. 

The role of government may include inspectinC products for quality before they 

are shipped abruad. The object is to protect the country's reputation in world 

markets. 
 Government is usually active in political negotiation to keep trade
 

channels op,n, -r to establish or administer international conmodity agreemients. 

Institutions and Infrastructure. In the above conmlents the emphasis has 

been placed on institutions for marketing rather than on the physical facilities 

for marketing (infrastructure). The reason, already given, is theft most count'irs 

find "Lteb-sier to see -nd correct deficiencies in infrastructure thant in 

insti tutions. Nevertheless, 'e frequently find serious sinrtccV'- . in roads, 

stora.e facilities, central marke +I space, a-rd othei, kinds of inz tructuIe. 

have seen colonization areas that lached both access roads and ic(aal market 

institutions. One wonders what the authoritiesgoverrent expected the newly 

colonized farmers to do with their surplus prod,.,: s! 

But institutions and infrastructure arc not a ays oposite choic:s. Of'i1e,, 

they have to be devejoped t.-o.-;ther. The crrr in ,.in for co]c'atnto.:tb' 

1 just_ n-u ired is a c~>coseunc 
ihe colo:.y L -c,3.,., 

n,>~' 
" 'ouh 

~ 
a 

< ' 

mercial. facilities as storage earehoilrc-c. sP or....Or 
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warehouses where they can store produce from a surplus to a deficit season. The 

Yet we found in the U.S. that commerciallack of them is frequently dplorcd. 

can te successful only if two institutin-l dC elor.:ents accc.panywarehouses 

them: the goverorment must nspe2t each warehouse regul rly to insure the 

-
integrit; of the grain, cottc or other nrod'ucts th-at are screcd in it; and 

banks nest be wilinr to lend money on the stored products. Reciproc ally, 

banks will lend money only if the governn.eLt guarantees the integrity of the 

storage service. The interlock-ing relationshin is evident. Sinilar irter

relationshins between institutions and infrastructure are found throughout the 

marketing system,
 

about wholesaling andWholesale and Retail Trade. I have said little 

retailing. Many authors give almost exclusive attention to them. One may 

suspect that they do so because those operations are the most conspicuous. Or
 

they may be struck by the spectacle that U.S. supermarkets have created world

wide, 

It is my judgment that in most countries not retailing but earlier steps 

more deficient. I am not convinced that supermarkets arein marketing are the 


the wonderful boon in the U.S. that their publicists declare them to be.
 

Defiaitely ve have made grenter striden in wholesaling, than in retailing.
 

'Asatever we may think about supermarkets in the '.S., we should be 

extremely cautious in advising massive transplanting of them to developing 

countries. As one reason for conservatism, supermarkets in our country serve
 

all classes of the population except the lowest income 'amilies of the inner
 

While in Latin America, for example, it seems to me, they serve principally
city. 


the higher income classes.
 

Some U.S. advisers have almost a religious fervor for converting food
 

retailing of Latin America to a supermarket system. I must confess to being
 

an apostate.
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In a larger sense, these remarks about superwmarkets illustrate a basic 

principle that should be adhered to rigorously whenever comparisons are
 

made between marketing systems in the U.S. and developing countries. It
 

'is that our U.S. resources are of a different composition than those of most 

developing countries. Not only are they greater, but they include iu;h more
 

physical capital relative to labor. The developing countries' greatest
 

resource may indeed be the human one. Labor-saving devices that we have 

sought so assiduously in oar country may be not only inapplicL.bl in your 

countries, Hit intrinsically harmful. It is siever in a nation's interest to
 

economize on 4hat is most ahindant. It is pointless to save labor if workers
 

have no other employment. 

One of my customary, if barbed, remarks is that when T hi-ve had occasion 

to offer suggestions, cautiouis and modest, regarding the marketing system of a 

Latin American country, I spend much of my time toning down the re-ommendations 

my predecessor gringos have made. We from the U.S1. need to be on guard lest
 

we advocate that a country take actions that are more elaborate and costly, or
 

more capital-using and labor-saving, than the country's economy just ifies.
 

I nevertheless want to conclude on a positive note regarding improvements
 

in marketing. Marketing has often been shortchanged in policy-making for agri

culture. It has not received the emphsis it deszrves. Improvements in marketing 

are needed in order to corcect flaws and deficienri.A.es that muy readily be 

observed. They may be the subservience of a campesino to a local money lender, 

who not only charges high inLerest on the loan but insists on taking the crop 

at harvest and pay n,- a low price for il . Only Foverrnment action or a cooperative 

can correc' t.his bad situation. Som.: arcau, may be desptratcly in rced of Ln 

access road. A food prc.cessor may be a moriopolist. Cinderpay.nri farzners and 

o ,erch in (.coIsuers. A tjw cxpu,: t in-'h.et may bo openiing up, requirinrg 

sophisticated services of negotiation anl. of estublishing tight qulty cor.re'. 

http:in-'h.et
http:deficienri.A.es
http:inapplicL.bl
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so that some irresponsible firm does not ruin the entire opportunity.
 

But in a less pragmatic and more development-planning sense, new and
 

improved markets are needed wherever a nationl s agriculture tries to grow and
 

improve and commercialize. Growth comes with specialization, and specialization
 

demands a more intricate structure of communication and service. Moreover, the
 

marketing function will expand faster than production. A nation that fails to
 

hearken to these facts and act accordingly will fail to follow through on the
 

promises it has made to itself.
 


