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I.       INTRODUCTION 

The twin concepts of product and market  development  for export are too often 

to be  characterized as  »gray areas" in the corporate minds of many food processing 

companies in developing countries.    4n analogy can he drawn with those areas marked 

"terra incognita" on medieval maps - pitees that  normal people did their boat to 

avoid.    When opened up by resolute explorers,   however,   such places were usually 

found not to be infested by unnamoatie horrors but were generally blest with exotic 

delicacies ae bananas,  pineapples,  mangoes and  other delights of the tropics. 

Similarly,   if approached in a determined and  logical manner,  using established 

- product development  and marketing techniques,   processing of tropical  items for 

export  should not be a hazardous undertaking but  rather a stimulating and profitable 

overseas expansion of the  enterprise.    The most  difficult   obstacle  to  overcome may 

well  be the  financial outlays involved to attain a successful foreign trade.    But 

this is not  an insurmountable problem;    after all,  did not  the most  famous of 

explorers,   Columbus,   persevere  through  seven long years to  obtain Queen Isabel's 

backing for his voyages of discovery? 

11 •     SCOPE AND NEED POR PRODUCT PR00RAMMTMO 

Product  development   is the  frequently employed tnrm to describe a programme 

undertaken to apply ne- technology and materials to commercial end-uses.    It is an 

aspect   of the Research and Development   (R and D) techniques which havt   themselves 

become recognized by many manufacturing companies of all  types as important to 

growth and successful competition.    Product development properly  includes develop- 

ment  of th.? necessary processes for commercial  production and may also connote 

pilot  operations to examine the technical  feasibility of small-scale laboratory 

research.    This provides the data reared for the design of full-scale plant and 

tests the engineering and economic premises of the project. 

There is an extensive  literature in the area of R and D techniques and at 

leaBt  one useful reference which takes into account the requirements in developing 

_countries(:).    Whether the product under development  is destined for domestic or 
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export markets does not   involve  qualitative differences  in technique.    Nevertheless, 

the  investment required  is frequently higher in the   case   of production for foreign 

markets.     Cert,inly the   risk of error   is greater  eocause   of the  larger number  of 

unknown vai i .bles.     It   is both more  difficult  and more  expensive  to set magnitudes 

on these variables with reasonable accuracy,   therefore the  techniques applied  should 

be  chosen uith care to  ensure maximum results for minimum outlay.   (5,6) 

Frequently processing enterprises have  relativo   strength in  either  the techno- 

logical  or  in the  economics and m-'rkrting end of business,   but   rarely in both.     If 

this  situation is not  remedied  in some way it  can lead to distortions in product 

development  work which,   to be  fruitful,   relies heavily on a close  and understanding 

relationship between technical  and marketing personnel.     Without   a good balance 

between the  two there   13 probability  of disappointing commercial   results or even 

product  failure  in foreign markets.     Por example,   canned  fruit  exports to the 

United Kingdom from Latin America have been seen to  fail   in the   past because  quality 

control measures did not  maintain the   specified minimum standards of the buyer - a 

technical!-   .-kness;     on the other hand,   a technically acceptable   canned pineapple 

item Wí'.S found,   too late,   not  to have  had "  change   on the  export  market  because 

the brand name and labelling were  inappropriate - a marketing error. 

It docs not   require  many experiences of this n; ture  "before   t"0 unfortunate 

results are   likely  to occur: 

1) Processors in the exporting countries concerned 'become  discouraged 

in their efforts to penetrate  export  markets.     This may come about 

either by dirent  experience  o^ through hearing of the misfortunes 

of other businesses in the  industry. 

2) Overseas buyers and consumers becom••   extremely cautious  of products 

from a particular country or even a whole  region. 

Not  long ago,   UNCTAD carried out   a study  (12)   of processed agricultural 

exports from developing countries into selected developed  countries,  that is to 

say thi:  premium market?  of the  Common Market,   U.S.A..   the  United Kingdom and Japan. 

Part  of the  study examined exports of the  }1   most   important products ir. the category 

ten of which were  fruit   and vegetable   items.     A listing of the major suppliers  of 

these ten items from among dew loping countries showed that  Latin America had a 

relatively low representation,   as follows: 
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Developing countries; Frequency of mention as major suppliers to selected 

developed countries for 10 processed fruit and vegetable prod.uct groups. ^ 

Six mentions - 

Five mentions - 

Four mentions - 

Three mentions - 

Two mentions - 

One mention   - 

Morocco, Yugoslavia 

Taiwan 

Jamaica, Tunisia 

Algeria, Israel, Iran 

Ivory Coast, Mexico 

Argentina, Brazil, Chile, Ecuador, Ghana, Kenya, 

India, Peru and U.A.R., among others. 

a) 
The ten product group?; accounted for 24 per cent  of the value of all 

processed agricultural products exported in I966 by developing countries 

to  selected developed countries  (E.E.C,   U.S.A.,  U.K.  and Japan).    The 

groupings were ae follows: 

i.     Dried tropical  fruit       2.  Rais.ns;     3.   Other dried fruit;     4.  Fruit 

jams;     jellies and purées-    5.  Unfermented  fruit and vegetable  juices; 

6.   Frozen fruit;     7.   Fruit   in temporary preservative;     8.   Other preserved 

fruit  and nuts;     9.  Dehydrated vegetables;     10.  Other preserved vegetables. 

Considering the potenti?.l of the sub-continent the study gives an indication 

of the  opportunities that await thoso countries able and willing to promote their 

exports of processed fruits and vegetables.     It  might be added that the  same  study, 

examining major suppliers among the developed countries,   showed, that  the United 

States v;as a leading supplier to premium markets in nine out  of the ten items, 

while  South Africa appeared in six. 

III.     STAGES IN PRODUCT DEVELOPMENT 

The procedures in product development may be broken down into  several broadly 

defined steps,   from product  conceptualization to point of commercialization.    The 

bacie aim of the technique is to find answers to three questions: 

1. Technical feasibility      -      Can the product be made commercially? 

2. Marketing feasibility      -      Can the product be  sold commercially? 

3. Economic feasibility        -      Can the product be profitable? 



- 4 - 

Development  of a product  for the market assumeB that all  the relevant 

characteristics of the product class have been determined by prior basic and applied 

research.     In practice the  stages of the development  technique  .nould be  set  out 

and followed in careful detail,  according to a basic pattern    dapted from an appro- 

priate  source   (1).     The detail  of each stage may vary according to individual 

requirements but  radical departure  from the sequence,   such an elimination of the 

pilot   stage,  may result  in expensive  failures,  although the risk may be  justified 

in certain circumstances.    Por example,   where wcll-tcatcd production techniques 

are transferred in complete  facsimile  from other countries,   a short-cut may save 
valuable time. 

The  schematic outline  for an export product development programme  is shown in 

Table I,  with eight major ulcpu,  in which the vital  linkage bet-een the technical 

and marketing areas is clearly demonstrated.    It  is important to note that Table I 

is necessarily a condensation for expository purposes;     in actual practice both 

the   stages and the  steps within each stage would require  expansion in detail. 

Each of the numbered stages in Table I significa a point  at which a situation 

analysis is made,   conclusions are reached and a decision tak n on the  specific 

direction to be taken in the  immediately following stage.    Additionally,  the stages 

are grouped into four phases,  A,  B,   C,   and D, which are no-return p.mts - commence- 

ment  of each phase  implies that all  the  stage, within that phase will be  computed. 

The decision to enter each phase  of the programme will  normally be taken at  the 

director level within a company,  based on the information provided by the director 
in charge of research and development. 

B 
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Table  li EXPORT PRODUCT DEVELOPMENT -  Schematic Outline with responsibilities of 

Technical  e.nd Nark, ting Departments by Stages. 

Stage 

Phase A 
1,   Preliminary 

Product 
Evaluation 

(Desk Research) 

2.Prepare  initial 
;   Product 

Samples 

!«Internal 
•   Product 

Evaluation 

Phase B 
4.Process 

Development 

$.Initial export 
.    field test 

evaluation 

rhas . C 
5.Pull-scale 

Pilot 
Plant 
Operation 

t 

r •Export 
Market 
Tests 

Phase D 
8.Prepare for 

commercial 
operations 

Technical Responsibility 

-Set  performance   requirementr.- 
-Raw material requirements 
-Set   quality control  procedure 
-Timing of production procès 

Marketing Responsibility 

-Initial economic  study - Market 
si-e,   dietribut i on,   channels, 
competitor.3,   t -.riff3,   etc. 

£0ÌEtly.;  Prepare cost  of production and marketing estimates 
-Selection of materials 
-Stability and storage test: 
-Alternative process flow charts 

Jointly:  Evaluate packaging alternative 

-Potential  customer specifica- 
tions 

r£F£gsP°rt  and «hipping proced- 

-Evaluate   sample performance 
-Engineering Cost  review 

¡-Market  review 
1 

Jointly: -Compare with competitive products 
-Establish tentative product specifications 
-Proposal for process development 

-Process selection 
-Assemble small-scale pilot equipment 
-Perfect process in prototype 
-Prcpare field test samples 

-Confirm economic feasibility 
on basis of new information 

Jointly: Review tests and samples required 

-Inform on techniques for customer 
usage 

-Select test market buyers 
-Transport and distribute 
-Conduct market survey 
-Analyse market response 

Jointly: -Special teste for custom.r specifications 
and Government regulations. 

-Comprehensive review of process and market test 
results 

-Define process in detail 
-Serlo up to pilot design 
-By-product and waste fHsposai 
-Installation and operation , 

Jointly: Examine possibility of intogration with existing 
commercial process 

-Produce export market test samples" 
-Finalize engin.;oring and 
Production cost studies 

-Selection of test areas 
-Operation of market tests 
-Assemble and analyse test duta 
-Prepare marketing programme 

Jointly: Present complete manufacturing and marketing plan 
with budgets to management 

-Pinal site selection 
-Detailed design of facilities 
-Prepare operating manual 

-Prepare advertising and 
promotional campaign 

-Sales training programme 
-Preparation and negotiation of 
sales agreements and contracts 
with overseas buyers 



Phase A provides a largo  amount   of factual  information about the: proposed 

product and its performance,   it   assesses the  potential market   in preliminary terms, 

and indicates the  probable nature  of the manufacturing procer.     Finally,   emite 

precise  estimat-s  of production cost;-; and sal,n and marketing overheads are determined. 

Phase B  tests the  product  concept j.n  more  ^tail  and on an expanded scale  in  small 

pilot  plant   operations;   it aleo givs  thr   first  external  reaction to the product  by 

field  tests at a low-level  of penetration,   say to s, looted   importers or largì, 

wholesalers  in the  ma,,  v fore•gn markets.     A description  of  iiUCh a test  follows later 

in this paper.     It   is an  important phase  because,   if properly earrúd out,   it   should 

have   solved all basic problems and ans' er.d the mam queries regarding the ultirrrte 

viability of the  product  as an export   item.     Phase  C  »calen  up  the  previous phase 

in every respect  and provide an  in-depth market   study in as many area« as may be 

requir d.     In this phase  the necessary  financial  outlay« become   significant.     It 

should be noted that  the procedural  outline   for export market  research and marketing 

activities given an Table   I iB not  of operational valu,.     The m,ny and varied aspects 

of this topic  ar,   covered  adequately elsewl-ure,   among the  most  useful  of the  publi- 

cations  in this field are  the manuals deseed for use  specifically in developing 

country situations and published by the  GATT  International  Trade,  Centr,-   in Gen^a. 

(13,   14) 

Finally,   Phase D courts the enterprise  to an export  campaign with as much 

certitude of  success as can be attained  through a planned programme of technical and 

market  tests.     How.vor,   it   should be fully understood that   oven the most  exacting 

research cannot guarantee a profitable  product that „ill be  bought by a sufficient 

number of consumers.     Even in the United States where R and  D techniques have been 

developed to their highest  pitch,   the  large   food processors  find  that only one  out 

of every two new product,  can pay their way and,   at b,st,   only one  in four can be 

said to be  significantly profitable. 

IV-       HICH INVESTMENT COSTS IN EXPORT DEVELOPMENT 

It  is evident  that   such a highly controlled and costly procedure as has here 

been outlined for export product  development  is beyond the means of the average 

small- or medium-scale,   or even large-scale,   fruit processor in a developing country. 

This is one major reason why there has been such a high failure  rate in the past  for 

processed tropical  fruit  items which have attempted to establish themselves in premium 

markets.    Even where the necessity for  some    kind of product  development »rocedure 
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has been recognized,  there has not boon the capacity of carrying out  an adequate 

programmo.   .Thus,   success in the export field has usually been a matter either of 

happy business intuition or by production of a standardized item which can met 

B    export market  specifications at  satisfactory cost  level,.    One of the  problems with 

|    production of a standardized item,   however,   i., that  there are m„ny imitato•.    This 

J    is precisely the reason that  canned pine-pplo  U one oí the nost  competitive tropical 

4    fruit products to market.     Tn a recent   etudy  (7)   of five premium export  markets in 

J    Europe and North America it was found that no less than 11  different  countries, most 

I    of them developing nations,   were  competing in exporting pineapple it.ms.    Another 

:    study  (9)  reports that  even for  such a limited export item    as canned  mangoes five 

í    exporting countries were  selling to the United Kingdom,  „here xotal annual requirements 

were hardly more than 25,000 case, in I964.     The  equally limited premium market for 

industrialized banana items is  split between at  least  10 countries (8). 

The cost  of entering a market  such as the United States,  th    closest premium 

outlet  for Latin American countries,   involves largo  amounts of money if there is to 

;     be a measurable chance  of success.    An interesting study of the U.S.   food industry  (?) 

;    bas shown that  since  i960 all new products hav   originated with the larger companies, 

;    whereas prior to that time  individual  inventors or  small companies were the major 

j     source  of innovations.    This change ha-   coincided with the  substantial   increto in 

R and D expenditures of the largo  firms.    Examining 127 f»od products in detail the 

study estimated -.verage costs for research work an  shown in Table 2. 

TABLE 2:    AVERAGE DEVELOPMENT COSTS FOR 127  NEW FOOD PRODUCTS MARKETED  IN THE U.S. 

Field of Study 

Technical development 

Market Research 

Test Marketing 

Cost   (US"Í) 

68,000 

t    26,000 

$  248,000 

Source:    Buzzell,  R.  D.  and Nourso,  R.   E. M., 

Product  Innovation in Food Processing 1956-64, 

(Harvard Business School,   1967) 
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Fortunately.   in many countri0G of ^ ^.^  ^ ^ ^ ^ ^   d 

.ogions of the world,   th r, no, exist the means of   ,^tmG aortic  food indu3trie~ 

to improve and expand their facilities to meet  the   stringent r^ir.mentr   of 4 xport   ' 

markets.     Assistance   lB b xng provided  through various sour, a such a, Governmert 

and industry research institutions     university fo,d  technology,   business admini- 

stration and agricultural nv,ekt ting p. ogrammes;    philan,.b.-opic foundation,-    and 
national and international agencies. 

For .xar;.ple,   iR Brazil  th,   Government  working through the  Sao Paulo State 

Secretariat   of Agneultuxv :,-,„ Bet up the   Institute   of Pooa Technology  (iTAL) with 

assistance  fror, the United Nations Special  Fund ^»  implement ,1 by the. Pood 

and Agriculture Organisation of th.. U.N, 

See  50 qualified food technologist,  and    ngxne,• ar,   -orking on research 

for Brazil and Latin nerica to advise and  h.lp industry and improve th,  nutrition 

of the nation.     The  facilities at   ITAL are  among th, b.st  to bo  found in any similar 

xnstitution anywhere  xn the world,   and mclud     research and development   laboratorio 

and several  full-scale pilot  plant, in which  the enuipment  and machinery alone, is 

valued -t more    than US*  one million. 

Proceed fruii   industrie, in Brasil  and  elidiere have received considerai 

assistance  in export product d vclopment work from ITAL.    Most notably th, Brazilian 

citrus  industry which began frozen orange  conoentr  U   production  in   !962 became the 

wotx* expert   leader of   this item by  1^66 and no,- export, more than 30,000 ton« of 

concontrate annually with a value of more than 511  million.     Tvo of the  seven 

presently operating concentrate plants wer. designed at   ITAL and assistance  is 

continuing in product  development  for the  industry.     The  Institute ha, also prepared 

quantities of samples for full-scale  export  market  tríala of canned mangoes and 

acidified bananapurée.    At pr.sent the Institute  is  in the  final  stages of installing 

a full-size pilot  plant  for production of aseptically packed bona*   products - 

costing in the region of  ,300,000.     In most  eases the  industrial  rector concerned 

or a government development agency has contributed substantially to the  cost  of 

specialized research work at  ITAL. 

Another .recent product development programme,   however,  was sponsored entirely 

by th.  Institut,  itself as part  of its undertaking to promet, the export  of 

Brazilian canned  cropicai  fruit   xtoms  0).     Prom the  inception of the  Institut, 

in 1964,  a considerable amount  of applied research had been carried out   in this area 
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to define the  commercial potential  in terms of raw materials,  processes and product 

utility with respect to export market  conditions..    A series of technical memoranda 

were published describing procès, s for ,. nu,bor of tropical  fruit  items.     In effect 

all the technical referents for the   initial  stage, of : n export product development 

program», had been fulfilled but the marketing data that  would confirm the«, finding 
was lacking. 

In order to obtain a measure of consumer receptivity in export markets it „as 

decided to  set  up a relatively modest  cxp0rt  field test  fo, t.n canned tropical 
fruit products.    These were: 

1. Tropical Fruit  Salad  (pineapple,  papaya,  banana and passionfruit) 
2. Passionfruit  juice 

3. Papaya in  syrup 

4. Papaya in paesi onfruit   syrup 

5. Papaya nectar with passionfruit   .juice 

6. Pineapple  slices in syrup 

7. Pineapple  juice 

ß.    Pineapple  juice    ith passionfruit   juice 
9.    Banana purée 

10.    Bananas sliced in passionfruit   juice 

Potential* good sales projects were thought lik.ly to exist in several foreign 

oountries,    The United Kingdom,   Swede.   West  Germany,   SwitZcrl,,nd,  Prance,  Denmark 

and Canada.      Accordingly,   contacts were made „ith 22 importers and wholesalers in 

those countries who agreed to collaborate with the Institute  in testing the products 

and then completing a relatively short  questionnaire.    Th,  list  of importers was 

compiled from a number of reputable  source,  such as the London Chamber    of Commerce 
and the International Trad.; c.ntre   in   Genova. 

Additional,  the Tropica! Preduct* rnrtltutu in London ^^ t, ^ ^ ^ 

a technical constant and „ a for -ading agent for the .-^lu product,.    This latter 

xs a very „oceasary and timc-eonauming ,ervice „hen a largo number of sabios have to 

be conducted through Custom, and then delivered throuffhout tho country to the 
participating companies. 
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The Tropical  Products Institute also  submitted each variety of product to a 

physical and chemical  examination in their laboratories and sent another set of 

samples to the Public Health Labor«?tory at  Oolindale  for a microbiological exami- 

nation.    This type  of procedure  is to be recommended in order to obtain a non-biased 

technical report  on the  appearance and composition of the product  and itr container 

on arrival at  destination. 

The balanced opinions and costa of independent and non-profit  agencies can 

thus be taken as a datum line -against which may bo measured the views of the 

commercial enterprises,   most  of which could not  rvadily  supply any form  of scientific 

evaluation of th.. product  in any caee. 

In tot.'il  over   1200 canr> of A 2l   size   (approximate not, weight   3C  fluid ounces) 

of all products wer- canned,   specially labelled,  boxed and crated for  overseas 
shipment. 

Field tests in export markets by moans of surveying firms established in the 

import and wholesale trade    f an item is an accepted form of market  re¿ ,-irch, 

especially when there arc limited funds available.    Nevertheless,   it   is consumers 

who finally buy and use products.    The results obtained from a trade  survey should 

therefore only be  used as a guide te prr.b^blo consumer receptivity of the products 

Usted,  particularly wher., the it.ms are either totally or relatively new to the 

market.    With new products of unknown demand,   even the most experienced  in the trade 

must tend to roly - n suojective  opinion.     Several  of the -:ho4osalurs  in   the ITAL 

survey themselves pointed out that  they wore unfamiliar with the particular product 

and could only intuitively assess its likely market potential.    In fact,   as far as 

the United Kingdom part  of the test was concerned half of the tested products were 

completely new to the participating firms.     In this inspect  it  is of interest that 

one firm submitted the ten products to a small taste test panel of pot  ntial 

consumers and the responses of this panel frequently differ.d from the    pinions o? 
the trade. 

While the  field test provided some extremely valuable information on export 

markets it would be  financially recklosr, to proceed with production on a commercial 

scale without carrying out a carefully designud test marketing programme  for these 

processed fruit  items. 
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Such a programme,  aß has boon shown,  would necessarily escalate rocearch 

expenditures to extremely large amounts,   possibly in the range  of hundreds • f 

thousands of  dollars fr a single product.    Unfortunately,  they.; amounts of monoy 

for test marketing purposes are not normally  forthcoming from any of the   sources of 

assistance indicated earlier in thi s paper.    The problem    f inadequate  financing of 

many product   development projects partly depone':-;   m the general  incomprehension of 

the scale of funds required.    H^vjcver,   cv.n if such misconceptions '.-ire  .vercorm 

there -: ould undoubtedly be  few  institutions abl ; to mak    the necessary  aums of money 

available.    Where  funds of such magnitude are b ing used t -day  for development  of 

agricultural   '.-ntcrpriscs they are  mort   often located  in   rme  typ*,  f.f gov rnmenta] 

export promotion department   (V))   or in the major comnndity export  marketing    bcrd,; 

"hich function  in a number of developing count rief-,   (4) 

'./hat  is  now needed to overcome; the  lack of adequate t; et  marketing studies 

in many e port  development programmer-; isa    concerted approach to define the problem 

and propose  solutions.    Tot marketing model;: for different   types    f products reeraire 

to be developed and analysed so that minimum oont pr: gr- mm L. nv.y b..   devined  to match 

the needs of developing countries and their specific    grioultural  ineluet ¡'ics.     The 

relevant United Nations agencies cone rn-d,   together   -nth the   Regional Economic 

Commissions,   arc  in a position to contribute  significantly by combining re'source's 

to suggest  solutions and implement  action.     The   problem of export  development and 

promotion is  currently receiving    close   attention in PAO.     It  has been suggested 

that there are.  at  least tuo directions holding out promise.     Thee    are: 

1. Joint  export development  ventures by groups  of d.veloping countries 

with  similar commercial  interests;     and 

2. Collaboration in te3t marketing and product  promotion • ith leading 

processing and distributing private companico in  the   developed, 

premium markets. 

With recognition of both the need and the  opportunity that  can be met by 

product development    nd test marketing    techniques,  there can be rising confidence 

that the necessary backing will  soon be  forthcoming.    And the experience  of 

Christopher Columbus  supports this optimistic view. 
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