
AGRICULTURAL AND FUOD MARKETING IN SOCIa-ECONOMIC DEVELOPMENT

INTROD:.!~TION
This is a short co-paper to supplement the statement prepared and

distributed by Dr. Lorenzl. He has done an excellent job of summarizing the
dynamic role of market system organization in the development process and
has identified a relevant set of deficiencies or problems that are generally
present in most developing countries. His observations regardi~g the relative
lack of technical assistance on marketing problems serves as a reminder that
many decision maker's in development ass"istance agencies and in the gavern-
ments of the less developed countries hold somewhat different views on the
role of marketing in socia-economic development. Furthermore, the priorities
emerging from the recent World Food and Nutrition Study ~y the U. S. National

J/ reflects a similar lack of emphasis on socia-economicAcadomy of Sciences
research, including ITICJTket"ing. The so-ca.ned "TiUe 12" U. S. UniveY'sity-AID
program also appears to be heavily oriented towards agricultural production
expansion with initial priorities focused on increasing output of selected
crops and livestock. I would also observe that the World Bank policy state-

2/
ments on rura'i developrl1ent-" and the Bank's program Clctiv-jties reflect a rather
limited concept of the role of market-lng institutions in integrated l'ural
development. All of this reinforces what I assume to be a major question
that is an underlying motivation for this conference -- What can we do to
increase professional and political decision makers' understanding of the potential
role of market system organization in national development?

Prepared by Harold M. Riley, Michigan State University, for an International Expert
Consultation Oil r'iar"ketin9c7"ndRural Development, November 27 - December 3, 1977,
in Fe"ldafinq" Fedel'al Republic of Germany.
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The main thrust of nzy short paper is to express some viewpoints
and to raise some questions about the conceptual framework for thinking about
the role of marketing in rural development and the strategies that might be
employed to achieve the development goals of particular countries.
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INTEGRATION OF SMALL FARMERS AND OTHER RURAL PEOPLE INTO TI1E LARGER ECONOMICSy"sTl~-rr--"------ . _.._--

Although conditi ons vary substantially among the 1ess developed countri es,
there is widespread concern that the benefits of economic growth are not being
shared equitably by the small farmers and other poor people who constitute
a large percentage of the rural population. Furthermore, there are serious
unemployment and related social problems in the larger cities that are
associated with rapid rates of migration from economically depressed rural
areas. This is a very complex problem and one that extends beyond the intended
scope of this workshop. But we should be conceptualizing approaches to market
system improvements within a long term development framework that will
facil itate the "integration of small farmers and other rural people into that
larger socio-economic system. This should be reflected in broad national
policies and programs regarding food system organization, infrastructure
investments, education and health services. Indeed, unless there is this
kind of broad national comrnitment, there may be re la t ive ly little that can
be achieved by helping small farmers through direct and narrowly conceived
efforts to improve their access to product markets.

Over the past decade a great deal of the efforts to improve food

suming centers. Our own university research and technical assistance
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marketing in developing countries have been directed towards improving the
efficiency of the physical movement of products from farms to urban con-

programs in Latin America have emphasized the improvement of regional and
national food systems serving large urban centers. Institutional reforms
and marketing facility projects were designed to reduce marketing costs,
to improve product acceptability and to expand consumption and production
of food.
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The basic strategy was to design and implement a set of interrelated
programs that would remove or reduce the barriers to improved market per-
formance. Wholesale market facilities and related institutional changes were
a pivotal element in implementing a more complete program linking rural
producers with urban consumers. An evaluation of such a program in Bogota,
Colombia, indicated that substantial benefits had been realized in a

3/
relatively short period of about five years.- Nevertheless, it was found
t tat considerable addj t ional program efforts would be needed to further
extend potential benefits to small farmers and lower income urban families.
But this seemed feasible given the infrastructure and institutional changes
that had already been effected. Analysis of rural assembly centers for
fruits and vegetables had been conducted as an input into the development
of marketing arrangements linking small farmers to wholesale markets in the

11large cities.

A conceptual model which summarizes a comprehensive set of food marketing
system reforms is shown in Figure 1. The sequence of changes in food system
processes indicates the potential dynamics of market system reforms whereby

benefits can be shared by small farmers. rural non-farm families as well as
urban consumers.
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Fll1;ut.••.' 1. A Concoptua.l ~k>iP1 Showing a Series of Interrelated Food
Mul'keting Sy:;tem Hel'orm.'3 tind Expect.ed Linkages to

Stinulate Econrml.c Growth and Deve Ioprent

----------_ .._------------------------------------
A Sequence of

Changes in Food
System P:roce~Jf1es

Fanent~3 Actions
See:m1ngly N,!('(ied
to Foct er- Change

Potential Points of
Entry in Nat Lona.l Food
System Reform Process------------------------------+----------------------------~.

(1) Reduce marketing ccst.o in
urban areas fer locally
produced food prcduct.s

(2) Lower food pr-tces-c-In-
crease effective income

(3) Increase effective ur-ban
demand for food and con-
simei- goods and r-e.rat.cd
marketing servtces

- Capital am technical assf.s-
t.ance to foster Impr-ovement a
in efficiency of traditional
urban marketers

- Timely tntr-oduct ion of in-
frastructures a3 a tool to
stimulate iffiprovement :l11
channel performance

UPBAN FOJD

DISTRIBUTION

PPDDUCTION

- Effective mar-ket. 1ni'omnt1on I C(lI!PONEl.frS
ani pr-Ice st.ab l l.Lzat.Lon 1

____ +--_:_~_p_~_rv_·~_:_ed__ Cl_'(..>;__j:l_t._. _P_I'O_gr_2_!Il1_'J . _

(6) Increased rural and urL:m
demand for org;3nizat:\ ('I ,

and coordfnat Ion SCI'-

vices of corrmo:Hty SUD-

systems - Capital and te~h!llcal
assf stnnoo t.« l~l"'ll L_
3.:><H1l1bleJ's :~~1 t;':JJ13Portc'r:,

Impr-ove pubL! c :;torage, i-oadn ,
'XCh;.ulg!· l"\JLt"lJ ~"';'la.ieg

Increased rur-al (~-Vr-Tr-lJ-tJ--;:)-l':-I----T-lrJ+-lI'O:-~:~ll ~;l~;;:;rjbuti(:-\-- j' -----------------

(8.) rarm inputs serv:lce,; iUld ]OW'.'l' coct e RURALDIS'I1UEIJ1'ION
(b) purcha,~ed f'ood for:
(c) rural- and urtxin- (a) f'arm Jnput.n COMPONF.l1I'8 FOE:

produced consumer (b) pUI'·~ha:l('{j t'ood
goods (c) con..urnor- gcx.x.!s

(d) mar-ketIng servaccs
re Iated to UK:

above three

( 4) Increased food pr-oduct ion
an:J. agricultural prexiuc-
tlon specialization

(5) Increased rural inc:::mes
ard mar-ket particlpa t icn
on both the supp.ly and
demand sides

------_._----

Jl1l'l't'";:;,,,:l l~,U'U1 d('411and
fur inqlI'oved phy:lc:al
distribution :;C'l'V j ,c,c':j--

1.e., assembly activltlt_';..i

( 8)

- fur-e effective public
fac111~ntive and rep;u--
Latory prcgr-araa

- Add~_tion.'il ani ITDrf' 11opro-
pr-iate agrf.cul.turat pro-
duction extension ef'f'or-t s

- Deve.lorment of appropriate
r.ackages of lnput s

- Poster backward vertical
ccordtnat Ion of food mm'-
ket f ng

(9) Incr-eased derrrurt and
emp Ioyn« >[ It in 1Ildll:;t.!'y
am relate'llecrvf.ccn
sector-s

(10) Incr-eased Incomo leadtr~~
to Incrcase.t <if'nnnl 1\)1'
food and COIlGIUner geXy.i8

Uso or apPr'rlprinte t.ech-
rI<l1(w,Ic:1 111pj\>Jll<~t1()1l
pl'Oet '~Iflf'a

- n.!vc>lnp nnr'A nflpr'Oprlntr~
I.JluJ[I(!\.[1 f;w Iocu I nar-
k.'!: rlL'nnnt dliU'actcl'i!1tic3

- I.i'l-IC'I' costs of rmas 01:1-
tributioll to rupal and
urban areao--------------------------.------

RURAL FWD

RUML ASSm3LY

MARKh'J' Ca\lPOIJDfl~3

(a) Pur;;tIa,;(,rj F'rYxl
(b) Farm Input.s
(c) Con"ulnt'r ,}OO<lS

RUHM, Am) !lfl] IN I

UIIAJUIW flL At III
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RURAL FOOD DISTRIBUTION AND RURAL TRADING CENTERS
Integrated rural development programs often include provisions

for the distribution of agricultural inputs such as improved seeds, fertilizer
and pesticides. Credit arrangements are seen as important to the actual purchase
and use of these modern inputs. Relatively less emphasis has been given to the
distribution of food, a critical input into development and maintenance of
the family labor that constitutes the largest input into most small farmer
production processes. Surely the nutritional status of the farm family has an
important beari nq on their agricultural productivHy as well as their capacity
to participate more fully in family and community activities.

I find that the literature on agricultural development has perpetuated
a myth that small farmers produce nearly all of the food consumed by their
families. There is groltlingevidence to the contrary. Stud ies of low income farm

5/ 6/
families in Brazil- and Bolivia- indicated that nearly two-thirds of their
food was purchased. A recent study of income and expend itures by a sample
of rural families in Sierre Leune revealed that 70 percent of their total

7/
expenditures went for food.- This suggests that improvements in rural food
distribution systems could benefit farm families as well as the residents
of rura l villages and towns who also spend a very high proportion of their
total income for food.

In our own research program Weber has examlned the problems of rural
food distribution in relation to regional and national market system improve-

8/
ment strategies in Costa Rica.- His study questions the economic feasibility
of traditional public market facilities and points to the need to consider
other alternatives for improving the performance of private sector wholesaling
and retailing firms along with modifications in the functional design of
public market facilities.
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The coordination of food distribution with product assembly activities
and tilt'di s tr tbut lon of agricultural inputs and other consumer goods- should
be a topic for more careful consideration in the design and implementation of
rural development programs. The assessment of current and projected demand
for goods and services is an important part of the needed information base
especially if it includes some consideration of the development of small-scale
rural industries as a means of creating employment opportunities and stimulating
total economic activity in rural areas. The recent work of some of my
colleagues in looking at these problems in Africa suggests that there are
significant opportunities to increase off-farm employment through the develop-

9/
ment of appropriate small-scale industries.- The processing of agricultural
products, the manufacture of simple agricultural inputs and loca lly demanded
consumer goods can serve as the basis for an expansion in output and
employment.

The development of a commerce network linking small villages with rural
towns and larger regional trading centers should be included in the conceptual
framework for improving rural market systems. Geographers have been doing

10/ 11/
some interesting and relevant work on this topic.- -- The perspectives of
anthropologists and sociologists can also contribute to the formulation of
strategies for improving the organizational effectiveness of these regional
market networks.
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EqurT,!, ~QJi.~DERATlONS _

The stated policies of some of the leading international develppment
assistance agencies give high priority to programs to benefit the rural poor.
Cooperatives and/or direct government intervention are often suggested as
primary mechanisms for achieving more "equitable" marketing arrangements. ~Jhile
I share the concern for more equitable distribution of the benefits from
economic development. I continue to believe that marketing can playa
major role in stimulating the development of rural areas if approached from
a broader and longer-term perspective along the lines I have sketched out in
this brief statement.
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