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1. Marketing - a Key Problem in Economic Development.

The concept of marketing - in the context of economic
development - has a macro or systemic content, i.e. we
speak of marketing systems. The marketing system is
part of the economic coordination system in any econo-
my divided by labour, and further, as economic develop-
ment means transformation of the economic structures
and particularly an increase in the division of labour,
the marketing system becomes more and more important
in the course of development with the marketing system

itself contributing to this development.

The development of marketing systems is, however, not
the key issue in economic develecpment, but the system

often gives rise to crucial problems.

The key issue is how to increase productivity and pro-
duction, and this guestion as well as why the increase
did or did not occur, is dealt with in numerous theo-
ries of economic (under)development, radically as well
as orthodox in nature. The abundance of development

formulas, derived from these theories, contrasts, how-
ever, sharply with actual economic performance of the

developing countries.

In case of marketing, the situation is different. Here
the lack of theories of marketing system development
contrasts sharply with the abundance of marketing
problems. Whether you read newspapers, reports from
fact finding missions or research reports, the overall
picture is the same, the economic infrastructure is of
modest standard, the marketing institutions are inef-
ficient, and Governments "streamline","introduce ster-
ner measures”, and reorganize the marketing system al-

most erratically.




This paper is an attempt to improve the situation. By
creating a conceptual and theoretical framework for
the understanding of the role of marketing systems in
economic development, it is hoped that we can move a
few steps closer to actually formulating policies and

plans for the development of marketing systems.

This is an ambitious task for a relatively short paper,
but the idea is to present a total framework, which .
then will have to be treated in more details subsequent-

ly. More specifically, the aim of the paper is:

l. To integrate marketing thinking with the at
present primarily production oriented economic

development theorles, so that we in the
end will have a production-marketing theo-
ry of economic development.

2. To give an idea of how the theoretical

framework can be implemented, the output

being a marketing policy and plan.
The paper suggests the analysis of marketing systems
in economic development to commence with a study of
marketing institutions. The reason: Marketing institu-
tions perform the marketing functions, part of but so
poorly developed in orthodox economic development theo-
ry. At the same time, marketing institutions link vari-
ous groups and classes economically, and they are, there-
fore, central to the concepts of power and power strug-
gle in the radical theories of economic {under)develop-
ment. By departing our analysis in the marketing insti-
tutions, we are able to "unite" essential points from
orthodox as well as radical theories of economic (under)

development.

Further, economic development is looked upon from the
point of view of "transformations of the economic struc-
tures". By interpreting these transformations in terms
of changes in "the division of labour", the functional

tasks of the marketing system appears_as the basic role




of the system is to "link" what division of labour has
"parted”. Thus, the concept of "institution" and the
concept of "division of labour" form the foundation
upon which it is proposed to develop a theory of mar-

keting systems in development.

2. Marketing Issues in Theories of Economic

(Under)Development.

Marketing issues apart from price consideragions are
hardly treated in orthodox economic development theo-
ries.l) Increasing supply and matching supply and de-
mand are essential issues, but it is normally assumed
that supply and demand match instantaneously, and the
crucial marketing problems of separations of supply and
demand in time, space, and ownership as well as the
incorporations of the marketing functions into insti-

tutions are ignored.

This might be acceptable in an predominantly subsistence
economy, but in economies with a wide or increasing di-
vision of labour (separation of producers and users),
scattered production (space) and timely differences in
production and use, it is essential to integrate mar-

keting issues with economic development theories.

Cversimplified, one might say that orthodox economic
development theories are preoccupied with separating
the economy, but do not give proper consideration to

how to tie or link it again.

In radical theories or political economy, the situation
is different. In principle, the marketing system is not
important. The marketing system belongs to the sphere
of circulation and the marketing system is, thus, the
place where the surplus, created in production, is rea-
lized. The marketing system is necessary to realize a
surplus, but as exploitation takes place within produc-

tion, the focal point of radical theories is productiocn.




In actual radical studies of for example semi-
subsistence economies, the marketing system plays,
however, a more important role. The point of -de-

parture is, that economic development requires econo-
mic resources and as agriculture is the dominant eco-

nomic sector, a surplus must be extracted from the ru-
ral areas to finance development. Further, as the la-
bour and capital markets are non-existing or poorly
functioning, the marketing system becomes the means by .
which to extract a surplus for economic deﬁélopment. If

2)

this surplus-extraction-necessity-thesis is combined
with the focal point of radical thecories, the power
struggle among different groups and classes, it appears
that the marketing system, and more specific the mar-
keting institutions become the centre for the struggle
of control over surpluéses, extracted from rural areas

3)

for developmental or other purposes.

Both orthodox and radical theories of economic develop-
ment thus view the marketing system as a socio-economic
coordination system. The former emphasiZes commodities
but ignores essential marketing functions and the in-
stitutional arrangements, the latter focuses on sur-

plusses, derived from the flow of commodities.

Formulated into marketing functions, the orthodox view
¢f a (semi)market~-economy assumes production to be
subordinated consumption and the four basic marketing
functions are:

l. To reveal/uncover consumption needs and

communicate them to the point of produc-
tion.

2. Transform the information into product
formulas.

3. Allocate the produced goods among the
users/consumers.

4, Distribute the produced gocods to the
users/consumers.,




Following the radical view of the same economy, the
main point is surplus extraction, and the functions of
the marketing system can be described as follows:
l. Uncover/reveal surplus extraction possi-
bilities.
2. Transform the possibilities into product

formulas and channels for surplus ex-
traction.

3. Persuade/manipulate producers to proeduce/
sell or/and users to buy the goods.

4. Distribute the produced goods.

The functions are formulated in such a way that those
recelving the surplus can be the producers themselves -
in that case we speak of profit - or it can be a social
group 'outside' the producers and end users, e.g. a

state class. In that case we speak of exploitation.

3. Marketing Institutions - the Point of Departure.

From the last section, it appeared that orthodox theo-
ries to a large extent ignore marketing functions as
well as the marketing institutions, carrying out the
functions. To bring marketing issues closer to ortho-
dox thinking, it seems, therefore, appropriate to ana-
lyse marketing institutions, emphasiéing their functio-
nal content and performance beyond that of simultaneous

supply-demand matching.

At the same time, it appeared that radical theories em-
phasize control over marketing institutions in order to
reveal any surplus extraction and that the commodity
flow is a means to that end rather than being an end it-
self.

To grasp both the functional/economic content and the
pelitical control aspect of marketing systems, an ap-
preopriate point of departure, thus, seems to be the mar-

keting institutions, (see figure 1).




Figure 1l: The Marketing Institution in Focus.
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Looking more closely at the marketing institutions,
three things characterize them:
1. The marketing institutions represent the
dominant values in society.

2. The marketing institutions reflect the
power structure in society.

3. The marketing institutions perform the
marketing functions.

Institutions or the institutional approach might be
discussed on a rather abstract level, but as we deal
with a definable empirical world - the movement of
goods - we might as well specify the relevant institu-
tions, the private firm, the co-operative and the state
trading organization or any combination of these prin-
cipal forms to handle the physical flow of commodities.
To these can be added various planning and control in-
stitutions like "a marketing development bureau","price

control units", "co-operative development office" etc.




These as well as institutions responsible for economic
infrastructural development are normally part and par-

cel of the state administrative apparatus.4)

At the time of independence the marketing system in most
developing countries was dominated by private firms and
the new Government faced the task of deciding whether
to live with it, sincerely develop it, or unwind the

private marketing system and establish new institutions:

1

The rational decision maker would tackle this problem
by defining the development strategy and then define
the most efficient set-up of the marketing system, in-
cluding the type of institutions to establish.

This is not how it can be done in practice. Here the
institutional choice comes before efficiency. The in-
stitutional choice is an intricate mix of generally
held values, established over many years, and the inter-
ests of the dominant groups in society. In other words,
you cannot choose a marketing institution which violates
to the extreme the basic values among the common people
and at the éame time you cannot choose marketing in-
stitutions which do not serve (to some extent) the in-

terests of the dominant economic group(s). >)

It is, however, difficult to choose institutions in a
developmental setting for two reasons: 1) Almost per
definition, values are in a flux in a development situa-
tion, especially, one could add, when former values were
forced upon the people from outside. 2) Further and a-
gain almost per definition, as a continuous struggle
goes on, it is unclear who is the stronger political-
economic group. Many resources will be used in the strug-
gle for specific institutions, often with the result
that none is left to tackle the efficiency issue. This
must be part of the explanation why marketing institu-
tions are often found to be inefficient. Accepting,

however, at the outset that a struggle over the mar-




keting institution does take place and from time to
time overshadows endeavours to make the institutions
work more efficient, it should, I believe, be

easier to run the institutions efficiently or at least
give a clear understanding of where the defaults are -
political unacceptability rather than functional in-

efficiency.

4. Division of Labour - The Cradle of Markeﬁing

Systems.

R e b e T B T ik B e v M . —

Turning now from 'what society is' ~ people with values
and vested interests embedded in various types of in-
stitutions - to the changes in the material base of so-

clety to accomplish economic development.

From a marketing system's point of view it is not very
helpful to look at economic development measured as an
increase in GNP or similar measures of the level of eco-
nomic performance. This is not to ignore the fact that
an increase in income has a tremendous impact on the
marketing system and that income, therefore, belongs to
'the macro marketing formula' alongside other dimen-
sions which we shall return to in section 6. But income
is not the cradle of marketing systems. The cradle can
be found by looking at economic development as a trans-

formation of economic structures.

There i1s no unanimous agreement as to what constitutes
the optimal structural transformation or even the best
way to achieve a transformation for development. Some
suggest the establishment of an industrial base and
especially the production of investment goods; others

propose a withdrawal from the world market or the oppo-




site: a heavier integration into it. Others again sug-

gest to develop the rural areas etc.etc.

One common denominator of all development strategies,
however, is an increase in the domestic division of la-
bour, i.e. increased specialisation in production.s)

It is, e.g. widely held that to have economic develop-
ment, the peasants must be integrated in the wider na-
tional (or international) economy and thereby become ]
dependent on the marketing system for theif‘buying of.
inputs, selling of produce and buying of manufactured

goods.

This is true even when we speak of 'self-reliance stra-
tegies'. Self-reliance does not mean going back to full
subsistence. In essence it means a better controlled
integration into the wider economy, one which assures
national strategic interests as well as a diversifica-
tion of economic activities, which support each other

and thereby form an economic base for development.

Already in 1776, Adam Smith emphasized an increase in
division of labour as a means to further economic growth,
and his growth formula seems more than ever relevant
(although too simple for direct implementation). The

formula can briefly be described as

DIVISION OF LABOUR&=—>» TECHNOLOGICAL DEVELOPMENT7)==:é

ECONOMIC GROWTH.

Having now established a relationship between economic
development and division of labour by way of the concept
'transformation of economic structures', the next step
is to point out the relationship between division of la-

bour and the marketing system.




This is obviously not difficult. With an increase in
division of labour, gaps are created in the economy be-
tween producers and users, and it is the primary pur-
pose of the marketing system to close these gaps {and

a dynamic marketing system will also create new gaps,
i.e. further the division of labour).

In essence, then the purpose of the marketing system is
to 'link' what division of labour has 'parted'. Divi- ‘
sion of labour can, therefore, be said to be the cradle
of marketing systems, and as division of labour is al-
80 closely linked with economic development, we have
established a relation between the marketing system

and economic development - on the general level.

Although we have appcinted 'division of labour' to

'lead' economic development and the marketing system
to follow suit and close the gaps left in the process,
the marketing system need not 'just' have an adaptive

role to play. It might also have a dynamic ane.

An adaptive role means that the marketing systems re-
act to changes in production and consumption. As eco-
nomic development theories as well as actual plans are
production oriented, the adaptive roie has been the ty-
pical one. And judging from the little attention paid
to marketing issues in development plans it is even

assumed that the adaptation is more or less automatic.

The dynamic (or aggressively manipulative) role, i.e.
the marketing system as a change agent, is well known
from Western marketing theories and pPractices where
demand and perhaps even needs are created by way of

marketing activities.

Marketing systems in developing countries can be given
the same dynamic role and thereby contribute to an in-
crease in specialisation. An example wculd be to pro-

mote an increase in agricultural output following 'the

consumer goods thesis'. This states that by making con-

10




sumer goods {collective or individual ones) available
to the rural population, the peasants will be moti-
vated to find ways of improving their production tech-

8)

niques in order to increase output and thereby income.

With this conceptual apparatus, the next questions are,
what forms of division of labour exist; which laws go-

vern the development of division of labour; and how can
we plan and implement the plan for the development of

the marketing system. '

These are rather comprehensive questions which cannot
be fully answered here. In practical terms it means
that when the overall development strategy has been
mapped out, the strateqgy is interpreted in terms of di-
vision of labour, and this interpretation again forms
the basis for drawing 'a marketing map' of the envi-

sioned society. (See further section 7.1).

In subsistence economies and also to a large extent in
peasant economies today, the division of labour is pre-
dominantly one based on sex and age. These forms do not
give rise to much marketing activity as they are what

we will term an intra-unit-division of labour, i.e.
specialisation takes place within an autonomous and self
contained unit as against inter-unit-division of labour
which requires transactions (in time, space and owner-

ship) between autonomous organizations.

When division of labour increases and becomes nation-
wide, we can distinguish between 4 forms of division of
labour, each with a different conseguence for the mar-
keting system. The four are:

vertical division of labour.

horizontal division of labour.

spatial division of labour,

1.
2.
3
4 social division of labour.

i i

11




The vertical division of labour is the one we normally
think of, when the term division of labour is used. It
is the one we observe when peasants, who bring up poul-
try for their own consumption, are replaced by farmers

forming the first link in the chain:

FARMERS -——» SLAUGHTERHOUSE — BUTCHERS/SUPERMARKETS —

CONSUMERS .

Each time a link is added to the chain, a gap is crea-
ted and marketing activity is needed to close the gap.
The crucial question is what governs the increase in
the number of links. We shall shortly return to that

guestion,

The horizontal division of labour has two dimensions,
a competitive dimension and a product differentiation
one. Horizontal division of labour takes place on a
specific level in the chain of production. If more
producers produce the same commodity, they are compe-
titors and depending upon whether they face a buyer's
or a seller's market, they will undertake much, respec-
tive less marketing activity to sell the goods. Thus,
marketing activity is clearly related to the degree of
competition, although not in a straightforward way
(Sorensen, 1983b).

Instead of producing the same product, e.g. a specific
type of hoe, the producers might differentiate their
products (in a competitive situation, for example in
order to lessen competition) and this again will create
more marketing activity and a need for a more diversi-

fied marketing system.

Thus, the horizontal division of labour might tend to
add guantitatively to the marketing system, but more
likely, it requires qualitative changes to handle the

differentiated supply of products.

12
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The spatial division of labour gives 'a measure' of the
dispersion of producers and consumers/users respectively.
At one extreme, we might have a situation where a mono-
poly buyer faces a monopoly seller and very little mar-
keting activity is needed. In contrast, we have widely
scattered small scale peasants in many developing coun-
tries confronting more concentrated consumers in the
urban areas with little buying power and low outreach.
Adding the perishiability cf the commodities', it is ob-
vious that closing the rural-urban food gap is a tre-
mendous challenge to the marketing system.

Finally, we have the social division of labour. This
connotes a division between those who decide and those
who execute. It is, thus, related to the power struc-
ture of society and thereby the control over the mar-~
keting institutions. As this was discussed in section 3,

we refer to that section.

From this typology and brief discussion of the concept
of division of labour it appears that the concept is
useful in grasping the overall quantitative as well as
gualitative aspects of the marketing system in a coun-
try. What remains to be done is to develop means of
measuring the degree of division of labour and transform

these measurements into marketing system dimensions.

This is relatively easily done when you know the deve-
lopment strategy and have a development plan to depart
from. Then you "just" interprete the strategy and plan
in terms of division of labour. This, however, is not

good enough to establish a general theory of marketing
systems' development. To gain a few steps towards that
goal, it is necessary to take a closer look at the

"laws" govering changes in the division of labour.
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The concept of division of labour has not been central
to theories of economic development since Adam Smith
formulated his economic growth formula. In the words of
Shumpeter "...nobody, neither before nor after A. Smith,
ever thought of putting such burden upon division of
labour". (Shumpeter 1954, 9. 187). All we cen do is,

therefore, to present various views on what determines

the change in division of labour without putting these

views into a development setting. The views on division
of labour might be thought of as being on a scale where
we have "technological-economic explanations” in one

end and "socio-political explanations" in the other.
Briefly stated the theories are as follows:

1. The Law of Economies of Scale.

Labour is divided, because by doing so, labour produc-
tivity will increase. This is the basic point of view,
held by Adam Smith. (Stigler 1951). We need not repeat
his famous pin-example, but we do have to point out
that although what we might call simple division of la-
bour, is what we remember Adam Smith for, this is not
one of his most important theses. The simple division
of labour is looking at division of labour from a quan=
titative point of view, but Adam Smith saw the qualita-
tive aspects of division of labour as much more impor-
tant, He pointed out that by means of the simple divi-
sion of labour, new technologies would be developed/
unfold, and this gualitative change again gives rise to
quantitative ones, etc.etc. Thus, economies of scale is
exploited by specialization. It is an ongoing process
with specialization and .technological developnent en-

forcing each other. The only restriction in this process
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9)

is the size of the market and we can therefore say
that this theory is supply or technology driven but
demand restricted. The task of the marketing system is
to expand the market, e.g. by exporting, in order to

further the exploitation of economies of scale.

2. The Theory of Comparative Advantages.

The theory of comparative advantages states that trade
will occur in commodities in which a country has a rela-
tive advantage as to factor costs, assuming a demand

for the commodities in the foreign countries.

This is basically a static theory (unlike the theory of
economies of scale), Following that theory, we must
compare the factor endowment in various countries, and
from this comparison deduce the commocdities to be sold
abroad. The theory can, therefore, in principle be
used to point out the channels of distribution to

be established.

The static nature of the theory is its Achilles' heel
and various attempts have been made to overcome the
problem. The problem is not that cone country is su-
perior as to labour productivity in all areas of produc-
tion, but the problem is that the market structure is
different in the wvarious markets. If the markets in
which, for example, Western countries are superior,

are concentrated and monopolized, whereas the markets
in which the developing countries are relatively su-
perior, are characterized by many suppliers and a pro-
duction capacity which exceeds demand, then prices will
fall in the latter case, and rise in the former, with
an overall tendency for foreign trade to fall. The
theory of comparative advantages must, therefore, be
supplemented with an analysis of the market channel
structure. Division of labour following this theory is

supply driven, but it assumes implicitly a demand for




leé

the commodities in which a country has the largest re-
lative advantages. It is the task of the marketing sy-
stem to create such demands and "assure" a structure of

the market which does not restrict trade.

3. The Theory of Transaction Cdsts.

This theory states that changes in division of labour
are not caused by economies of scale arguments, but
should be understood by looking at the conditions of
transactions, It might be said that the conéitions of-
transaction in a market economy slow down the process
of division of labour as it is foreseen in the theory

of economies of scale.

The marketing system, thus, put restrictions on the
division of labour rather than being a system which
further specialisation. The reason for this, as William-
son (1974) sees it, can be found in human factors, name-
1y "bounded raticnality" and "opportunistic behavior™

on part of the market participants.

In short, Williamson claims that marketing systems are
not developed by the exploitation of economies of scale,
derived from specialisation + technological development,
but is determined by transactional considerations which
might work against exploiting economies of scale and
thereby work against an increase in division of labour.
His theory relates to market economies only, and his
findings cannot, therefore, be applied to centrally
planned or even programmed economies without redefining
"bounded rationality" and "opportunistic behavior" in
these economic settings. Division of labour following

this theory is transaction driven.

4. Theories of Social Control.

It seems obvious that no one will establish a division
of labour which is detriment to their control over their
property. In other words, a factory owner will organize

his factory in a way which renders him the full control
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over his equipment and buildings.

On the social level, the same reasoning = although more
abstract - seems to hold: Those in power will tend to
organize the relations of production in such a way as

to stay in power.

How will this power point of view influence the degree

of division of labour ?

A thesis would be that the power struggle will tend to
overdo the intra-unit-division of labour and eliminate

the inter-unit-division of labour (Marglin 1978).

By overdoing the intra-unit-division of labour, the la-
bour force is prevented from understanding how the va-
rious elements fit into the whole. In other words, they
are prevented from taking over the unit, because they
cannot run it themselves. They have become dependent

upon another social group, e.g. the managers.,

By eliminating the inter-unit-division of labour, a

more atomistic social division is turned into a more
concentrated one which is easier to control. This is

the case when scattered peasant are organized into co-
operatives, i.e. a restriction on the horizontal divi-
sion of labour, or when a three or four layer marketing
system is changed to a one or two layer system by sub-
stituting private traders with a state trading organi-
zation, reaching from the farm to the final user. Fol-
lowing this view, we can say that the division of labour

is politically driven.

O0f these four views the strongest seem to be the first
and the last. I.e. we must understand the present divi-
sion of labour as well as the future one from under-
standing the complex interrelationship between the ex-
ploitation of economies of scale by means of specialisa-
tion and the endeavours exercised by the people in po-
wer (or struggling for power) to stay in contrel of de-

velopment.
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This interrelationship might take place in two princi-
pal ways:
l. The dominant classes might ignore economies
of scale and decide directly the type of

division of labour which fit their control
requirements.

2. The dominant classes might let the forces

of production unfold to exploit economies

of scale, but exercise control over the

transactions, i.e. they control the mar- :

keting system. '
As can be seen, the present stage of "the theory of
division of labour" cannot carry us a long way towards
a theory of marketing systems development, but at least
it gives us what to look for, when we face a specific

development situation.

4.4. Division of Labour Means Dependency.

T TR MR S Ml el o et S Sy o M e e e iy Tt i o B Al e o Rt e iy o VB, s s e

Increasing division of labour means a quantitative in-
crease in the marketing system and a gualitative increase
in its role in society. The higher degree of division of
labour the more sensitive is the economic system and a
break down in one part of the marketing system will have
severe consequences for other parts. Unless buffer stocks
are established, a break down will easily resemble a

steppe fire.

In short, division of labour means not just econcomic de-
velopment, but also social dependency, and it is only
logical to demand some assurance of reliability of the
marketing system, if you involve yourself in a wider di-

vision of labour,

A good case in point is the attempts to integrate the
peasants in many developing countries into the wider na-
tional or international economy. The peasants are claimed
to be 'backwards, lazy, traditional etc.', 1f they resist
changes in their farming practices. From our knowledge,

0 well documented in numerous reports, of the working
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of the rural marketing systems, it seems highly justi-
fiable, that the peasants resist getting involved in the
wider economy. Their experiences tell them, that at least
one if not all of the three channels, linking the rural
areas with the outer world (the channels for inputs, pro-
duce, and consumer goods) is not reliable. And if re-
liable this year, it is not reliable the next year. If

we to this functional unreliability add the potential
risks of extraction of surplus from the rural areas, it
is more than easy to understand, that peasants are un-
eager to accept an increase in the division of labour

and thereby become dependent on the marketing system.

Reliability more than quantity of commodities and sophi-
stication in marketing techniques is the key issue for
the marketing system both in an economy with a high de-
gree of division of labour and an economy with a low
level but a rapid increase in division of labour, and
thereby an increase in interhuman dependency of the un-
personalized type. (Sorensen 1983a).

5. The Marketing System and Labour Migration.

Section 2 and 3 discussed, how attempts to control sur-
plus extraction could influence the Eet—up of the marke-
ting system. In this section- we will discuss, how ano-
- ther factor of production, namely labour migration might
influence the organization and the working of the marke-

ting system.

It is obvious that a transformation of the economic struc-
tures requires sectorial changes and the relocation of

the labour force and it is well known that it is diffi-
cult to have a smooth transfer of labour. The typical
picture in many developing countries is underemployment

in rural areas, direct unemployment in urban areas and

a large number of people in petty economic activity in

the urban areas, forming a socalled 'informal urban sec-

tor' to which large part of the marketing system belongs.
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From shere observation it appears that rather many - and
some claim too many - people are employed in the marke-
ting system, especially in cases where private traders
dominate. Several attempts have, therefore, been made to
explain the number of traders in marketing systems in

developing countries.

The Economic_ Growth Explanation. This explanation (known
as the Clarck-Fisher Thesis) states, that the employment
in trade grows relatively to that of other sectors in

the course of growth.
Preston (1968 and 1970} found that:

In the income interval of $100-500, the ratio of commer-
cial workers the total labour force increased liniarly
from around 5% to 10%.

In the income interval $500-1000, the ratioc increased
less and levelled off between 14-15% for higher incomes.

one can observe a demographic relocation of people, i.e.
an increasing part of the population living in urban
areas without a concommittant economic growth. As agri-
cultural as well as urban productivity does not increase,
the result is, that whatever little surplus food avail-
able must be fetched from the more remote areas. This
again requires an increase in the total employment in
the marketing system and the costs of marketing measured

as a share of the urban food price increases.

(1951) offered this explanation. They claimed the many
traders to be caused by an efficient allocation of scarce
resgurces, i.e. capital and management capabilities are
allocated and used to establish an industrial sector,
whereas labour is used in sectors e.g. the marketing
system, which can function efficient without large in-

puts of these scarce resources.
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informal sector and thereby large'part of the marketing
system as a functional addendum to the socalled modern
sector. Without the informal sector, characterized by
small undertakings, which barely sustain the owner a
living, the inefficient modern sector would not be able
to survive. I.e. there is an exploitative relationship
between the modern sector and the informal sector. (Mo-
ser 1978). A

planation sees the informal sector and especially retail
trade as a temporary economic platform for labour moving
from one economic sector, predominantly the rural, to
another, e.g. the modern urban sector. Due to the easy
entrance, urban retail trade is well suited for this pur-
pose and does in fact function as a social security sy-

stem, while people wait for a job in the modern sector.

specially the food marketing system has time and again
been tested for its efficiency, using the well known
'perfect market model' as the scale. Collusive practices
in the form of entrance restrictions, market or supply
sharing arrangements etc. are often found, not with the
neormally expected result, that fewer traders share the
profit, but the exact opposite, the marketing system
sustain a living for too many traders, each of which is

underutilized.

The common denominator of all these explanations is,
that we expect to find many people employed in the mar-

keting system of developing countries.

If the economy grows, relatively more are employed in the
marketing system compared to other economic sectors.

This we can explain by referring to the section on divi-
sion of labour and its direct bearing on the marketing

system. We can also explain it by referring to the sub-
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stitution thesis, which states that the labour produc-
tivity increase in the marketing system is lagging that of

other economic sectors, primarily industry.

But even in cases with no economic growth the marketing
system is somewhat "overcrowded" for non-eccnomic as
well as economic reasons. Labour migration from the ru-
ral to the urban areas requires more people to carry

out the marketing functions and as the migrqted labour °
cannot find jobs in industry etec. a good portion of them
will enter retail trade, and perhaps by means of collu-
sive practices try to dampen compefition to make a 1li-
ving for more people than economically necessary to

carry out the marketing functions.

Thus, the marketing system gets its share of the pro-
blems invelved in transferring labour from one economic
sector to another. The explanations clearly show, that
we do not face a simple efficiency guestion, but observe

human survival crossing swords with marketing efficiency.lo)

6. The Macro Marketing Formula,

Cutting across the preceeding sections, we can summarize
the discussion by way of presenting-a Functional Macro

Marketing Formula. It appears that the

Marketing_ £ (1. Specialization, i.e. vertical division
System of labour,
2. Dispersion of production and consumption,

3. Competition, i.e. horizontal division
of labour,

Income, and

Population Demographics).

Income was only briefly discussed in section 5, where
the relationship between income and marketing employ-
ment was shown. Income has, however, also qualitative
influences upon the marketing system. It is well known,

that the composition of goods, the consumers buy chan-
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ges from food towards non-food, when income increases.
Further, if the income distribution is skewed, the mar-
keting system will tend to break into a dual marketing

system,. i.e. a modern and a traditional one.

Population has not been discussed and we will restrict
ourselves to mention, that the composition of people,
including age distribution and educational level, certain-

.

ly will influence the marketing system.

L)

This is the functional marketing formula. If we to it
add 6. the social division of labour as well as 7. the
labour migration issue, we have the Social Macro Marke-

ting Formula.

These are the seven major social dimensions, which de-
termine the role of the marketing system in economic
development. One or more of these dimensions are also

an integrative part of many economic development theories
as well as strategies. We are, therefore, able to cal~
culate the consequences with respect to the marketing
system, when the theory or strategy is given. Further,
we have established a conceptual framework which when
worked out in more details can be more directly inte-

grated with general economic develophent theory.
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7. Implementing the Theoretical Framework.

The theoretical framework, developed in the preceding
sections, does, as pointed out, not aim at establishing
the marketing system as a new 'key' sector in economic
development. This is, however, not the same as saying,
that the status of the marketing system within develop-
ment theory as well as practice should not be improved.
Being the main economic coordination system in a dynamic
economic process, it is essential to develdﬁ more com-
prehensive plans/programmes for the marketing system

and link these plans with production and use/consump-
tion plans. We shall briefly look at some of the tools
and procedures to follow.as well as the administrative ap~
paratus necessary to assure, that the marketing system
avoids being a stumbling block in the economic develop-

ment process.

As already stated in section 4, the basis for the marke-
ting planning is the overall development strategy, inter-
preted in terms of change and/or increase in division

of labour. From this interpretation, we can draw the
overall marketing map of the country - the envisioned
marketing system, and by comparing it with the present
marketing system, the necessary changes appear.

The marketing map is defined as 'the set of distribution
1)

channels'1 necessary to coordinate the economy, i.e.
to 'link' what division of labour has 'parted'. The map
includes of course also the distribution channels, lin-
king the outside world with the developing country. By
comparing the present marketing map with the one envi-
sioned, according to the development plan, the need to
establish new channels as well as unwind or change old
ones will show up. For example, a rural development
strategy involves the simoultaneous and coordinated de-

velopment of three channels of distribution, linking




the rural areas with the outer world, namely a channel
for inputs, a channel for produce, and a channel for
consumer goods. Which of the three needs most attention,
depends on "the structure and behaviour of the peasant”
and "the strength of the various economic groupings",

two issues we shall return to in the next section.

Having defined the 'set of distribution channels' and
their relative importance, the next step is to get data,
which defines their functions, capacity, and institutio-

nal set-up.

The functions and capacity of the channel can be speci-

fied by using the 4 P~formula as the basis:

1. PRODUCT, i.e. the characteristics of the products,
moving through the channel, including varieties and
new products to come.

2. PRICE, including credit and other conditions of pay-
ment.

3. PROMOTION, i.e. the information flow, including per-
suasive means, needed to match supply and demand in
the short as well as the long run.

4. PLACE, i.e. the gquantities moved, the need for sto-
rage space and transport facilities, the dispersion
of producers and users as well as the distance be-

tween them.

A special section must be devoted to product innovation,
because successful product development as well as the
introduction of the novelties involve producer-user
contacts much closer than is the case of 'ordinary' dis-
tribution. In fact, it is in these two activities, that
the well developed marketing system can be distinguished
from the poor one, and this is especially true in a de-
velopment situation as development means introducing a
whole new array of products.lZ)
The outcome of this fact finding "mission" around the

four P's is a set of data, which can be used to make up

25
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an investment plan, divided into two main parts: A sub-
plan for investments in infrastructure and a sub-plan
for institutional investments. The latter, however, can-
net be finalized before the institutional set-up has
been decided upon. We shall deal with this tricky deci-

sion in the section to come.

7.2. Establishing a Profile of the Users of the Marketing
System. "

As already stated, the marketing institutions are the

nexus of marketing functions and the social forces at

work in society.

To choose or design appropriate marketing systems, we
must commence with an analysis of the marketing system
or better the users of specific marketing channels. The
cutcome of this analysis is a set of 'profiles of users’,
depicting their psychology, the social setting, in which
they produce/use, their economic and political position
as well as their capacity to change and ability to re-

sist changes, individually as well as a group.

In congruence with traditional marketing thinking, the
development of these profiles can, with some modifica-
tions, depart from 'the marketing concept' or the ‘'socie-

tal marketing concept'.

'The marketing concept' was developed to serve the needs
of the business firm, but later broadened to encompass

any institution with something to offer to a larger au-
dience as well as institutions with long term interests

in society, making them interested in social welfare.

The approach is predominantly oriented towards the

single consumer/buyer and although this is a good star-
ting point, whereby people embedded in concepts like
Peasantry, informal sector etc. are not made into unper -
sonalized masses which can be manipulated it is not enough.

Development is not just a question of the psychology of
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individuals, but of changing social and economic net-

works.

The approach departs from needs, wants, values, and in-
terests of the consumers, in our case the needs, wants,
values, and interests of the users of the marketing sy-
stem, e.g. the peasants or urban consumers

Having described the consumers, 'the target audience’,

in these terms, the next step following the 'marketing .
concept' is to develop products, which fulfill the needs
of the consumers. In our case, develop marketing insti-
tutions, which suits the direct users of the system, i.e.

producers and buyers/consumers.

The same products must also fulfil the goals of the
producers (originally the business firm), e.g. a profit
goal. In our case, this will have to be interpreted as
the goals of powerful classes and in case these power-
~ful classes control the marketing institutions, it be-

comes the very goals of these institutions.

The direct users, e.g. peasants in the one end of the
channel and urban consumers in the other, are relative-

ly easy to identify.

This is not the case with the dominant class or classes.
Economic development means a transformation of economic
structures, but it also involves a change in the politi-
cal power structure, making it difficult to identify

the stronger groups. It may be the producers themselves
but it may also be a group outside the direct users of the
marketing system, e.g. a state bureaucracy or the mili-
tary. Only a specific analysis will reveal who and the
extent of their power and thereby ability to control the

marketing institutions.

To illustrate the reasoning, we can take rural develop-
ment in Tanzania. Rural development in the sense of in-

tegrating the rural areas in the wider economy, requires
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as mentioned earlier the simultanecus and coordinated
development of three distribution channels: A channel

for inputs, a channel for produce, and a channel for
consumer goods. The design of these channels depends

on how the rural system works at present. We will, there-
fore, have to develop a 'profile of the peasantry'. In
the case of Tanzania several reseachers have done that,

’

but two complications exist.

The first complication is that the theories of rural
development often do not relate explicitely to the mar-
keting system and they are therefore difficult to trans-

late into marketing terms.

The second complication is that there is no unanimous
agreement as to how to view the peasants. Several theo-
ries of the same peasant economy exist side by side.
Some of these differences between the theories might be
explained by the fact that the different researchers
have focused on different geographical cases. Mueller
(1980) for example, in the case of Tanzania establishes
a typology of four areas which are integrated in 4if-
ferent degrees in the national econdmy. Others, how-
ever, claim that their theory is wvalid for the whole
country. A review of the Tanzanian case gives at least
three different profiles of the Tanzanian peasantry. In

short they are:

The autonomous peasants (Hyden 1980), where the peasants
are not and cannot be captured by the state and inte-
grated into the wide economy, the peasants have a real

exit option.

The captures peasants or subordinated peasants (Raikes
1382), where the peasants are bound to domestic and in-

ternational markets for their reproduction and the rural -
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areas are characterized by social differentation and

led by progressive farmers.

The populist peasants (Kitching 1982). This is the of~
ficial view of the peasants in Tanzania. It holds that
pre-colonial values, especially those related to coopera-
tion and egaliatarism, are embedded even in today's
peasants and that rural development can be persued by
reestablishing these values. The progressive or to- .

become-capitalist farmers are curtailed and.the middle
peasant stratum is the spearhead of development.

It is obvious that the marketing system will loock quite
different in the three situations. The autonomous pea-
sants cannct be 'forced' to participate in the wider
economy. Emphasis will have to be put on the consumer
goods channel, whereby the peasants can facilitate their
reproduction,and marketing institutions at the peasant
end of the production chain will have to have a large

measure of peasant involvement and control.

The captured peasants are per definition dependent of
the marketing system and by eliminating various alter-
natives, it is possible to 'force' peasants to a cer-
tain behavior. Typically, both the input channel and
the produce channel are controlled,.thereby assuring
that certain farming techniques are used and a certain
composition of crops is grown, e.g. one emphasizing ex-
port creps. The produce channel is also often made
'official'. i.e. produce can only be scld through cer-
tain channels. In short, peasants' dependency make them

vulnerable for direction and exploitation.

The populist peasants develop by themselves - are self-
reliant. The input and produce channels must be respon-
sive to the demands of the middle peasants. This con-
flicts, however, with the simultaneocus need to curtail
the progressive farmers as it is necessary with power-

ful marketing institutions to control them.
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Only such very general and vague conclusions can be
made on the basis of present theories of peasants, and
it is, therefore, necessary for marketing scolars to
develop their own theories or profiles of the peasants,
better adapted to the requirements of a marketing sys-
tem, but not necessarily in better agreement with each

other on how to view the peasants.

Such profiles must be made for all direct users of the *
specified channels as well as of the identified power-

ful classes.

These profiles define what can be done and what cannot
be done, i.e. the social capacity to change and the for-
ces which can be mobilized against a change. The pro-
files also define the overall role of a given channel,
i.e. whether it should have an adaptive or dynamic role
in development, and it advices on the marketing institu-
tions, which are politically acceptable at the same time
as being able to carry out the marketing functions ef-

fectively and efficient.

The Planning and Administrative Set-up.

Where does this leave us planningwise? Using the well-
known tripartite classification of national, sectorial/
regional and project planning, the marketing system
planning belongs to the national level, because it deals
with coordination of the various economic sectors and

regions.

The leading principle for the ministerial organization
at the national level is not very different in develcped
and developing countries. Four social dimensions are re-

flected in the organization:

1. The concept of the nation state (Ministry of Defence,
Ministry of Foreign Affairs etc.),

2. The notion of private versus collective issues (Mi-
nistry of Public Works, Ministry of Education),
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3. The notion of productive versus reproductive issues
(Ministry of Agriculture versus Ministry of Educa-
tion, for example),

4. The notion of productive versus infrastructure (Mi-
nistry of Agriculture versus Ministry of Public

Works with the Ministry of Trade somewhere inbetween}.

It is not easy to find a place for 'a marketing system
development unit' in this set-up. Marketing aspects en-'

ter many ministries.

Traditionally, marketing is equalized with trade and
consequently we should establish our "marketing system

planning unit" within the Ministry cof Trade.

On the other hand as we have broadened our view of mar-
keting, we might look untraditionally upon the marke-
ting system and define it as part of the economic infra-
structure. The economic infrastructure is considered to
be outside the "productive sectors" and has the role of
facilitating the flow of goods, people, information etc.
between the economic sectors. Ad the marketing system

is part of the economic coordination system, we might
view the system as having the same facilitating role

and consequently establish our planning unit in the Mi-
nistry responsible for the development of the economic

infrastructure.

We might also say, that marketing system development,
by virtue of its coordination tasks, is part of the Mi-
nistry of Planning and Finance. This ministry performs
coordination functions already, although calculating
primarily in money terms. To plan marketing systems

the ministry will, therefore, have to be augmented

with a new unit.

Finally, what about a Ministry of Marketing System's
Development, responsible for

a. calculating institutional as well as functional and
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financial consequences of various development stra-
tegies.

drawing marketing maps, when a development strategy
has been chosen, i.e. point out the major channels

to be established,

developing profiles of users of the marketing sys-

tem and propose marketing institutions to be esta-

blished. :
convert b and ¢ into projects and estaﬁlish an in-

vestment plan.

Perhaps a Ministry is not needed. A special section -

The Marketing System's Planning Unit - could be esta-

blished under the Ministry of Planning and Finance or

similar economic coordination ministries.

The cheoice is not easy, and it is made even more com-

plicated, considering that a planning unit itself is a

marketing institution and its position in the ministe-

rial set-up is, therefore, itself a political guestion.




§. Summary

The aim of this paper was to establish a conceptual and
theoretical framework which gives us an understanding of
the role of the marketing system in economic develop-
ment. The core concepts have heen "the marketing insti-
tution", performing the marketing functions as well as
being an object of political control, and "division of
labour", an increase in which is essential for economic
growth at the same time as giving the marketing system

a more prominent role in society, i.e. the role of "lin-

king" what division of of labour has "parted".

The role were analysed at three levels - the institu-
tional, the factors of production, and the functicnal
level.

The marketing institutions reflect the basic values

in society, the power positions of various calsses as
well as the marketing functions to be performed. The
choice is made between three principal forms of insti-
tutions:

1. Btate institutions (for trading as well as admi-
nistration)

2., Co-operative marketing institutions

3. Private enterprises.

At the second level, it is important to realize that
economic development means transforming the economic
structure and this again involves an increase in the
division of labour and a restructuring of factors of
production. The primary reole of the marketing system
in this transformaticn is adaptively and/or dynamic to

"link" what division of labour "parts".




However, this is a too narrow view of the marketing
system. The marketing system is more heavily involved
in transforming the economic structure. At least the

following three factors must be considered: :

1. Commodities
2. Labour transfer

3. Surplus appropriation

The commodity factor can be subdivided in two. The tra-
ditional role of the marketing system is to funnel
through in space, time and ownership, whatever commodi-
ties are produced. The marketing system comes here
close to merely a system for physical distribution. In
a development context, the question of what to produce
is, however, much more basic and it is a major task of
the marketing system to reveal new needs and demands

and match them with new production.

The labour .factor enters the marketing system by the
fact, that the marketing system is used to 'channel’
pecple, for example from the rural to the urban area,
i.e. the marketing system is a stepping stone from one

econcmic sector to another.

Finally, the marketing system might also be used to
appropriate a surplus in one economic sector, e.g. in
the rural areas, and transfer it to another. It is
stressed that appropriation of surplus is necessary

for the financing of economic development.

Whereas the commodity factor is not new to the marke-
ting system, the two latter are rarely considered. They
cannot, however be ignored and if they are, we loose
much explanatory power as to the structure and the wor-

king of the marketing system.




A third level - the functional level - aim at coordi-
nating the marketing functions (given the two former
levels}) and make the marketing system operate the

most effective (goals-means}) and efficient (cost-min.)
way. This is done by manipulating four parameters, some
of which might be restricted or even fixed according

to level one and two. The four parameters are the well-

known four P's: :

Price
Product

Promotion

O PO N R

Place,

which in figure 2 have been given a marketing system's
content, replacing the traditionally marketing manage-

ment content.

The procedure to follow, when planning the development
of the marketing system is, finally, summarized in fi-

gure 3.
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values and power
structure)

Production
factor level

3l
Functional level 1.
(coordination,
effectiveness and
efficiency)

2.

3.

4,

*) only covering
rural development

**) only covering
the present major

ones

State trading organizations.

- Pigure 2. Marketing System in Development.
A, Institutional 1.
level (the basic

Co~-operatives.

Private enterprises.

Commodities.

Surplus .Appropriation ,
(capital). '

Labour Migration (people}.

Pricing:

e.g., Market Pricing
Cost-Plus Pricing
Residual Pricing
Reconciliation Pricing.

*)

Commodities:

1. Inputs (credit/loans,
extension services,
commodities)

2. Produce (food, export

crops etc.)

3. Consumer goods, incl.
collective goods.
*)

*
Distribution channels

1. Rural Urban areas

2. Rural International
markets

3. International Urban
areas

4. Inter~Urban channels

5. Urban~Rural channels.

Economic Infrastructure.

1. Transport system (road,
rail, water)
Storage system

Information system.

2.
3.
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Figure 3. The Marketing System Planning Formula.

Developing Profiles
of Users of Distribution
Channels.

Deducing Dominant -
Values and Dominant
Social Groups.

Define Institutional
Acceptability.

Specify Overall
Development Strategy.

-

Deduce Conseguences for
Division of Labour.

Draw Marketing Maps.

Define Functional
Requirements.

Y

CHOOSE MARKETING
INSTITUTIONS,

Establish Marketing
System Development

Plan.
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Footnotes:

1) This is an oversimplification, but on the other hand,
basic textbooks like Todaro 1982 and Killick 1981).
are silent on major marketing issue. In fact the
term marketing is not used at all, and if some mar-
keting issues are treated (like economic infrastruc-—
ture), they are not integrated theoretically with
production issues.

.

2) Surplus extraction or transfer of economic resources
is also essential to ortodox theories and development
strategies, but it is not embedded into a "class
struggle-analysis".

3) It seems that marketing institutions are more the
focal point for control over surplus in developing
countries than in developed market economics (Bates
1981,E11is 1983). In the latter, other and perhaps
more effective ways of controlling capital flows exist.

4) A social system consists of and might be defined as
a network of institutions, economic, political, cul-
tural etc. in nature. Marketing institutions, being
primarily economic-political institutions, can be
analysed from a number of perspectives. You might em-
phasize the goals of the marketing institutions
(e.g. profit vs a fair distribution), the specific
types of organization (e.g. private firms vs marke-
ting cooperatives), the processes taking place {(e.g.
the physical flow, the allocation process), the re-
sources required and controlled (e.g. capital vs la-
bour intensiveness), and the values, norms, customs,
laws etc. guiding the marketing institutions.

5) This, perhaps, explains, why co-operatives are so po~
pular in developing countries. Co-operatives are
'soft ideology', i.e. they can hide capitalists orx
they can be run on socialist principles - and still
be co-operatives (at least by name).

6) The exact direction and degree of the increase in di-
vision of labour in the various development theories
and strategies need to be established in more detailed
studies.

7) It is essential to point out, that Adam Smith did not
think of transfer of technology. It is the domestic/
local interplay of specialization and technological
development that leads to economic growth and any
transfer of technology must be incorporated into that
process rather than dominate the process.

8) It should be stressed that it is only analytically,
we can distinguish so clearly between an adaptive, a




9)

10)
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dynamic and a third role, an efficiency rcle. In
practice they are interwoven and in a continuous
interaction with production and use/consumption.

The size of the market, measured in terms of pur-
chasing capacity (income) increases, however, by
this very process.

The most efficient marketing system in the sense

of a system which renders the "owner" a notmal
profit is not necessarily the optimal system in

a development context. As economic development re-
quires resources to finance new projects, including
resources to finance the development of the mar-
keting system itself, it seems more optimal if we
have a marketing system which can accumulate re-
sources for investments in new projects.
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