AGRICULTURAL AND FOOD MARKETING IN SOCIO-ECONOMIC DEVELOPMENT

INTROL:STION

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 orcanization in the development process and
has identified a relevant set of deficiencies or problems that are generally
present in most developing countries. His observaticns regardirg the relative
lack of technical assistance on marketing problems serves as a reminder that
many decision makers in development assistance agencies and in the govern-
ments of the less devzioped countries hold somewhat different views on the
role of marketing in socio-economic development. Furthermore, the priorities
emerging from the r$cent World Food and Nutrition Study by the U. S. National
Acaaemy of Sciencesmj reflects a similar lack of emphasis on socio-economic
research, including marketing. The so-cazlled "Title 12" U. S. University-AiD
program also appears to be heavily oriented towards agricultural production
expansion with initial priorities focused on increasing cutput of selected
crops and 11vestockﬁ I wo;?d also observe that the World Bank policy state-
ments on rural deve]opment”/ and the Bank's program activities reflect a ratner
Tinited concept of the role of marketing instituticns in integrated rural
development.  All of this reinforces what I assume to be a major question
that is an underlying inotivation 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 on Marketing and Rural Development, November 27 - December 3, 1977,
in Feldafing, Federal Republic of Germany.
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The main thrust of my 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.

E—



INTEGRATION OF SMALL FARMERS AND OTHER RURAL PEOPLE INTO THE LARGER ECONOMIC
SYSTEM

Although corditions vary substantially among the less developed countries,
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
facilitate 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 commitment, there may be relatively little that can
be achieved by he]ping 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
marketing in developing countries have been directed towards improving the i
efficiency of the physical movement of products from farms to urban con-
suming centers. Our own university research and technical assistance
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

cf food.
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The basic strategy was to desién and implement a set of interreiated
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 1inking rural
producers with urban consumers. An evaluation of such a program in Bogota,
Colombia, indicated that substantial benefits had been realized in a
relatively short period of about five years.gf Nevertheless, it was found
that considerable additional 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

4/

large 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.



Mgure 1.
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RURAL FOODNPISTRIBUTION 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 thevactua1 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 bearing on their agricultural productivity as well as their capacity
to participate more fully in family and community activities.

1 find that the Titerature on agricuitural development has perpetuated
a.nwth that small farmers produce neariy all of the food consumed by their
families. There i? growing evidence to the contrary. Studies of Tow income farm
families in Brazi]i/ and Bo]iviaéj indicated that nearly two-thirds of their
food was purchased. A recent study of income and expenditures by a sample
of rural families in Sierre leone revealed that 70 percent of their total
expenditures went for food.Z/ This suggests that improvements in rural food
distribution systems could benefit farm families as well as the residents
of rural villages and towns who also spend a very high proportion of their
total income for food.

In our own research program Weber has examined the problems of rural
food distribution in relation to regional and national market system improve-
ment strategies in Costa Rica.g/ 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.



-7-

The coordination c¢f food distribution with product assembly activities
and the distribution 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 probiems in Africa suggests that there are
significant opportunities to increase off-farm employment through the develop-
ment of appropriate small-scale industries.g/ The processing of agricultural
products, the manufacture of simple agricultural inputs and Tocally demanded
consumner goods can serve as the basis for an expansion in output and
employment.

The development of a commerce network 1inking small villages with rural
towns and Tlarger regional trading centers should be included in the conceptual
framework for improving rural market systems. Geographers have beer doing
some interesting and relevant work on this topic.lg/ 1/ The perspectives of
anthropologists and sociclogists can also contribute to the formulation of

strategies for improving the organizational effectiveness of these regional

market networks.



EQUITY CONSIDERATIONS

The stated policies of some of the Teading international development
assistance agencies give high priority to programs to benefit the rural poor.
Cooperatives and/or direct government intervention are often suagested as
primary mechanisms for achieving more "equitable" marketing arrangements. #hile
I share the concern for more equitable distribution of the benefits from
economic development, I continue to believe that marketing can play a
major role in stimulating the davelopment of rural areas if approached from
a broader and Tonger-term perspective along the Tines I have sketched out in

this brief statement.
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