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INTRODUCTION

The internal marketing of small industries in doveloping eoonomies is an
unexplored area, the available field data is not sufficient to indicate what is
happening and there is no aocsdemioscrutiny of the results of the little that has
been done. Hence there is no authentic knowledge to draw upon and to find even
broad indioations of sucoess or failure of tho. few measures taken to improve it.

In some of the Asian oountries, the Governments have been providing
institutionsl assistance in the marketing of handicrafts, there are a few marketing
development oorporations enjoined to undertake any aotivity that would assist
the sale of small industries. The efforts of trade asmooiations and co-operative
societies to enlarge their markets are everywhere enoouraged and often sudbsidised.
However, these activities oover only a negligibly small part of the field of
marketing. FEven in Japan where the oo-operative movement is particularly strong,
only about 1 per oent of the marketing of small industry is covered Yty it.
Apparently, marketing of small industries is not an area in which impressive
development has taken place. We may mention, therefore, some of the inherent
faotors which oircumsoribe efforts in this direction.

Industrial development is always production--oriented in the initial stages
and marketing problems arise only after the output of goods reaches a oertain
point of saturation and competition sets in, a situation that takes considerable
time to come about.

Most developing economies tend to raisc high tariffs and +to simul taneously
injeot considerable money into the market through developmental expenditure
therety creating a sellers market. In India, suoh conditions prevailed for a
decade and a half after independence. In such a oontext, marketing poses few
prodlems and these oome to be relegated to a low bracket in developmental
priorities.

The distribution of goods is historically much older than the industrial
revolution which is still in the process of being extended t> the developing
oountries. Even in regions with comparatively low industrialisation,
distribution networks exist for the sale of the most sophistioated goods ¢.g.
Cndillacs in the Middle East, television sets in Nepal and air oonditioners and




refrigerators wherever elestric lines have extended. In other words,
distribution channels for products come to be established in a country long before
the products themselves are manufactured there. Since these channels are organised
by experienced foreign exportere of goods they do not need modification for o

long time.

It is comparatively simpler to bring about improvements in production by the
supply of standard equipment and adequate training of the worker than in the
modes of marketing, because in this case a much wider socio-economic transformation

of the community is involved.




I. THE RATIONALE OF INTERMEDIATE TECHNICUES OF MARKETING

The mechanism of marketing has to conform to the patterns of living and the
shopping habits acquired over the years. An instance is the praotioce of
gelling provisions loose. An illiterate and poor clientele finds oertain distinot
sdvantages in it. The product can be usueclly inspeoted, the weighing direoctly
watohed, The difference between the price of the packaged and loose provision,
however small, is not to be ignored. The advaniages of properly packed provisions
do not impress these buyers living in an unsanitery and slovenly environment.

Sale of loose provisions in such cirocumstanoces weuld appear to be both reasonable

and economioal.

It would be interesting to mention in this connexion the first reaction of
the customers of the state-owned supermarket in Delhi, although they are neither
the poorest nor the most illiterate. Cereals packed in sealed polythene bags ,
oarrying a standard weight were placed on gelf-servioe shelves for the oustomers
to pick up. It was observed that the number of bags found torn on the shelves
was almost equal to the nunber of bags sold. The customers oould not forgo the
temptation to indulge in the age-old habit of sampling the oontents, thus one
bag was sampled and another taken home. The supermarket clientele will moon
learn to trust the store, but it will be & long time before it becomes a general

praotioce in the retail market.

Even the most modern marketing organisation has to respect the oonsumer's
tastes in such matters. Lever Brothers, who are among the largest detergent
sellers in India, if not the worid, have introduced recently a detergent oake,
in deference tq the Indian housewives' addioction to the bar >f washing soap.
Although it is a retrogressive step in packaging, it is a forward step in marketing.

Local Conditions Determine Distribution Channols
It appliss equally to more fundamental aspeots of selling. Even distribution
systems perfeoted through a world-wide experience of merchandising and retailing
are known to have been modified to suit local conditions. Bata, the classical
example of vertical industrial organization under which almost all activities




of production and selling are internally handled, sells a very large output in
India through private retail cutlets, under the modified trade name of B.S.C. -
Bata Shoe Company.

Many modern distribution operations would not work without socio-economic
pre-requisites. Mail ordoer business would not flourish in communities that lack
literacy and ready mailing lists. Home delivery service does not grow  in Delhi
because homes that have telephones also have servants and housewives whose main
diversion is & visit to the shopping centre.

Mass Distribution Depends on Cost Reduction

Mase distribution in India does not have much cost advantage because mark
ups of both wholesaling and retailing are inordinstely low, being 5 to 10 per oent
for wholesgeling and 15 %o 25 per cent for reteiling.

It would be difficult to retail at a cost lower than that of the Indian
stall-keeper, whose shop consists of a few planks and boards and who is content
with earnings at par with a white collar worker. This partly explains why in
plaoe of departmental stores, we find the New Market in Calcutta, and Janpath
stalls and the Shankar Markct in Delhi. Thuse arc centres of the most brisk retailing
becausc they offer all the variety and the cheapness of departmental store, even
though cech shop is run by an individual, It would be worth studying whether the
most efficiently run departmental store oould offer the prices which these markets
do.

This iz not to deny that in some cascs marketing operations transplated from
the United Statecs to India and the Middlc Fast without much modification ocould
prove equally suocessful here. The sale of Coca Cola is a notable example, Mut
one distinotion has to be noted - the entire process of manufacture and
distribution is integrated, something unattainable in small industry.

An Obvious Conclusion

All these instances point tc the moral that many forms of marketing that
have proved successful in fully industrialised socicties weuld need basio
modifioations before they could be introduced in developing oountries. In other




words a new technology for introducing modern marketing would need to be evolved
in these ocontexts. The guiding principle would be thai there is no marketing
practice that has merit per se; merkets for small industry products would be

enlarged only if larger turnovers are achieved at oomparable costs and they
mobilize the existing sources of manpower and organisation.

Can Qovernment Agencies ¥ill Trading Gaps?

R L e A .

It is eagy to underline aspects in whioh the marketing of small industries
falls short of that of larger industry, with which it has to compote or where
it does not measure up to the best marketing elsewhere. Thecretiocally,
developmental agencies have merely to make up their minds tc provide the missing
service,

The major problem, however, is neither the determination to serve, nor even
the resouroces, though these always matter, but the creation by artificial
bureaucratic means of services that are the outocome of a natural prccess in a
highly motivated and sophistioated commercial activity, such as market research,
produot development, innovation in merchandising and distribution.

Even granting that it is possible, it is no less problematic to »porluado
the small entrepreneur who operates at a diffcrent level of managerial skill,
to utilise them.

The tailoring of such services to the requirements of the small industrialist
and then establishing a communication to which he will respond are matters on
whioch tricd know=how is not available but a good deal of hit-or-miss experienoce
exists in countries like India. lere almost the entire gamut of marketing
assistance has been tried beocause the ideology cof mixed economy allcws the free-
dom to experiment in all dirqctionl.

Different Aids o Marketing Tried in India

There is a market analysis unit in the office of the Development Commissionor
(Small Soale Industries) which has issued 135 brief studies. Many produot designing
oentres are run by both the Handioraft and Handloom Boards. Almost each state
operates a number of retailing emporia for regional handiorafts and handlooms and




there is a chain of stores for hand-spun cloth all over the country. There is
a large number of co-operative societies engaged in wholesaling and retailing
handloom. For many years NSIC maintained wholesaling depots for selected small
industries and ran mobile shops to retail their products. In Delhi some of the
largest stores are publioly-owned e.g. the Handicrafts and Cottage Emporium,
the Khadi and Grahmudyog Store, the Super Bagar.

The last word may not have been said about the results of these experiments
and if a programme made poor showing, it may remain undecided whether it failed
in conoeption or in implementation. The factors that ocontribute to success mey
remain insufficiently analysed, Nevcrtheless they broadly indicate the
directions in whioh development can take place and offcr some guidanoce regarding
the suitability of different organisations for a particular programme.




I1I. THE SITUATION 1IN INDIA

Definition of Small Industiries
The current definition of mmall industry in India covers far more ground
than the one proposed by ECAFE; it reads "all industrial units with a ocapital
investment of not more then Rs. 7.5 lakhs ] irrespective. of the number of
persons employed. Capital investment for this purpose will mean investment
in plant and machinery only". It hes also to be qualified that handicrafts and
village industries are bracketed with small industries in plan alloccations dut
the programmes of development arc independently drawn and administered ty

completely separate authorities for each of the sub-~sectors.

Their Role in the Economy and Industrialisation Poligy

Y

There is not. ing exceptional about thc sharc of small industiry in isdustrial
production and employment in India, which is a 1ittle above one=third and one-half
respectively; these proportions which are similar to those of many other countries,
both industrialiszed and developing.

The small industry sector roceives much emphasis in the development poliey
of the Government. Its growth is actively onoouragid with the help of protectionm,
preferences and inoentives in certais ficlds, in the anticipation that this will
lead to an cven dispersal of industry and conscquent prosperity; and to higheér
employment in labour-intensive production; and that it will supply oconsumer goods
to absorb the monoy injected into the economy by expendituro on development.
This thinking reaches a high point in the recent proposal that production of all
consumer goods should dbe roserved for this wmoctor.

)/ Ono lakh = 100,000, One orore = 10 million, Onme US § = 7.3 rupess




The federal allocations for programmes to aid the sector have bdeen oonstantly
rising as indicated below:

Provision
1+ Pirst Fivi-Year Plan 50 crorcs
2, Second Fivc=Year Plan 200 crorcs
3, Third Five-Year Plan 264 orores
4, Fourth Pive~Year Plan 370 ororcs

Jvidently the Govermment is committed to the support of this sector.
Yhenever it fails to provide the required aids, it is more dus to the prodlems
faced in institutionalising thom thean to laok of intention OF even rosouroces.
These problem: beoome morc formidablc whon assistance has to be devised for
commercial activities such as markcting.

Acoording to the best estimates, the ocnsus of the Poderation of Assooiations
of Small Industrics, thc registrations in the Dirocct.rate of Industries and the
srscesment of the Development Commissioner (Small Scale Industries), the number
of small units in the country is about three hundped thousend. These range
in organization from cottagc units run by semi-literate entrepreneurs to modern
factories managed by university graduates.

The Rural Market of India

Over a quarter million small units dispersod amidst a market of 5% million
would scemingly offcr a rioh field for experiment and exploitation of all means
of sclling, but the image changes whun att:ntion is foouscd cither on the pattem
of consumption or of production. It would de useful to rcoount briefly here the
frugality of the vast rural market. Thc Indian village has been notorious for its
economio self-sufficiency, which often bordered on sclf-deprivation. Theo entire
neceds of the village were produced almost entirely within it. The spinning was
done in the homes and there was a wwaving unit in the village, the local ocobbler
provided the leather goods, the carpenter and the blacksmith the agrioultural
implements, thc food camc from the local soil. The villager's furniture
consisted of a fow string cots or mats and there was vory little kitohen equipment.
Only the brass utensils wcre bought on a fow ocoasions in a lifetime. Bven these

i




came more often as part of a dowry. Consequently the rich alone purchased a few
things from ocutside on festive oooasions or pilgrincu and thess were minly

high-quality handicrafts.

Despite the soconomio change in the country the rural market still remains
olose to this pattern of consumption, industrialisation has simply replaced the
hand-mede items like olothing, cocking oils, and footwear, with machine-made
gocds. The horse has been replaced by a cyole, the earthern lamp by a lastern
and maybe now with electric light, but it essentially remains the same low
oonsumption market, extromely restricted in its intake. This is not surprising
oonsidering that the per oapita expenditure on consumer goods of non-food categories
even in the upper income groups of rural India was about Rs. 86/-. per annum in
1962, This market has now a potential for growth beoause of the prosperity
engendered by the green revolution. How long it would sustain and what kind of
oconsmumption it will fostor still remains to be seen.

B

The $raditional industries naturally conformed to the oonfiguration of
rural conmmption. These industries consisted largely of cottage units, whioch
used little or no machinery, e.g. metal utensils, glass bangles, cutlery and
looks, leather footwear, and knitwear. They were generally looated near some
source of raw material or trained oraftsmanship. The traditional form of
organisation still persists in these industries. The workers are paid piece
vages oven when they work on the entrepreneur's premiges, the manufacturer keeps
his team together Yy advance payments and by providing regular work to them,
but they never beoome his employees.

A second group covers industries that grovw around the mamufaoture of products
wvhioch earlier were being imported.

They involve mechanised production and the setting up of regular factories.
In this ocategory fall all industries of the light engineering, electrical, and
chemical groups. In their oase the channels of distribution had been estadlished
bty importers and the same arrangements oontinue. The selling is through agents
and dealers who vork on the terms of oommission and oredit, ourrent all over the
world,

B W ety g S - e R T
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An Illustration of Traditional Marketing at its Weakest

Before analysing the marketing situation in the first group of small
industries, e.g. the traditional ones, it would be instructive to take an actual
case. The conditions are most graphically dbrought out in the sale of western
style men's shoes in Agra whioh supplies about 80 per cent of the entire demand of
the subcontinent. Thec industry suffcers from most of the ills of a deocadent
m;rkot:’mg.' In this industry the maximum production is undertaken by the independent
families of cottage workers who can afford to buy raw materials for the manufacture
of only about a dogen of pairs. When this is completed, the wares are oarried in -
a basket to the wholesale market where sclling starts after dusk because polished
leather shows better under artificial light and many blemishes of the product are
thereby oovered up. The vendor parades his basket before the shops of the "factors"
commission agents who buy merochandise for the retailer, charging a standerd
commission - till he is stopped by one of them. The shoc-maker gets the lowest
possible price beocause he must unload his stock before the day ends, and the
distributer buys something completely uncertified for quality because usually
he has had no previous dealing with this particular man and he can assess the
quality only by inspeotion of the finished exterior of the produot. The factor
in his turn is also under no obligation regarding the quality because the order on
him most froquently stipulates only thc pattern of shoe and its prioe, nothing
about quality. The servioe of the factor consists in meking prompt supplies vhioch
are too small to be eoonomical for the buyer to come and sclect and in the
provision of credit for the consignments.

The better class retailer of leathor shoes does demand goods made %0 a
quality standard and in such a case the factor does take responsibility for quality
and he may prefer such btusiness beoause no oredit is demanded of him on such orders}
these, however, are limited.

It can be seen that thcre are many things wrong with selling in this industry
and some of its ills are patcnt. The workers are ill-paid, the production is
utterly unstandardised, the faotor, who plays the key role, bears no responsidilisy
tovard~ the consumer or the workers who produce the goods.
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I1I. DENAND ASSESSMENT AND HIOIKD'I‘ m

The mg of the Protootod m

'nu -:1- lobination duriu tho Soooad World War period of m#m
ind\utrul resources existed ocoupled with an.almost ocomplsts ocessation of .
imports of oonsumer goods, served as & mlo to the new polioy otlinp,oﬂ-.
After Independsnce, in principle, nothing was allowed to be imported, if there
were any prospects of produwing the articles in the ocountry.. The demand for
foreign exchange resources ingreased with the growth of industry and
restriotions on imports becams very stringent. This resulted in developing
& highly sheltered market for the products of Indian industry. Although the
quality of the products of smll industry left much to be desired, they were
acoepted with m-tnnublo fortitude bty a pooplo vhich had reised the use
of "Muhi" uﬂimom poduotl to tho level of & politiotl movement. |

Dnn 1u 1ndutr1u whu-o the large and the small shared a market, tb
oonotition vas not very keen. The general shortage of essentiale suoh as
raw -toriulu and power often applied to both sectors gand in Dy osses, the
smll 1ndutry s0ld complementary products in the market it M with large
mlultry. 4 m omplo, large 1ndutxg sold toilet Soap, 0-11 industry minly
wvashing lotp. the hrp—coalo mlutry produced the heavy automobile ohsesis,
the smsll industiry put the body on it, the large one manufuotured bulds and
flmt tubes, the small one most of the fittings for their use; the
large indu-try oomoutntod on canvas -hou, the -11 hulutry on leather
footmr. '

In, thou oaaﬁ:ltioal of shortages and tmd oo-potition, emll industries
had to poduoo goods somevhat lackedaisically, from sub-standard rew materials
with low—produotivity generel-purpase or outdated machines. The goods were
of old desigu, but still they were.sold without problem and the sellers
mrket continued right wp to the early sixties. .
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t Des and Develo ]

It is understandable that there would be little interest in assessing
future demand and developing new products in such [ lts.tq“ot vaouum ‘oryu‘_‘to
be filled with any kind of goods. The poor design of products of small industry
struck the first Ford Foundation Team vhich was invited by the Indian Government
to advise on the development of small industries and the Team made a definite
recommendation that & designing servios should be provided by the Government
to small 1nduitr;ol. Obviously it was one of those reactions whioh are
inevitable in anyone coming from a highly competitive market viewing the
produots of an un-demanding proteoted one. The lack of good design of Indian
automobiles, one of which still reproduced a 1961 model, has not affected its
mariet, it is still in short supply. This may partially explain why it was
the only recomsendation of the Team that never €0t off the ground.

It is significant that in another subsector of small industry, namely the
handloom, designing played an important role in developing the market. The
patronage of the most modern and sophistioated olientele has __hoca oocmd for
handlooms through designing them to give an exolusive class look and selling
them through prestigious stores. Of courss, exterior design plays a much more
deoisive role in dress-making material than is would in, say, engineering goods.
Similarly the design oentres of handiorafis oconstantly tried to adopt treditiomsl
forms to modern requirements such as the use of lacquering, carving and inlay
work in modern furniture, "batik", and embossing on leather goods; designing
of tableware in various media Fas imparted to the Irdian handiorefts a quality
of sophistioated appesl, which has enlarged its market. In this case, designing
organised under the patronage of development agencies has been useful. |

There is an example of another oreft industry whioh has growm equally fast

wvithout any organised assistance, although it is no less design-oriented.

Lamp shades had to be spscially designed by interior deccretors for & hcusing
exhibition orgsnised in Delhi in the late fifties becsuse nothing suitable

"s readily sveilsble in the market. Tis orested & looal demsad for repse-
duotion of the displayed prototypes. Tolay it is & brisk swsll industry fod
by a growing decor-oconsoious township. This is true of the eatire oomplex of
the furnishing and interior decoration industries. The same situation is

repeated in the garment industry whioh has not received any outside assistamce
in designing.
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. These examplss show that whenever dssigning is a deocisive faotor, the
small iudnggriu throw up the required inventiveness -~ in fact small industries
have always displayed more eye-ocatohing leather sandals for ladies than their
large-soale compstitors and have almost u monopoly in this line.

The orgenisation of a designing ssrvice through development agencies that
are not engaged in actusl selling proves unworkable because it is as impoetant
to design a produot as to merchandise it. The work of two Soandinmavian furniture
designers attached to the Development Cosmissioner for a year through the
oourtesy of the Ford Foundation, proved more or less abortive for this resson.
Only one chair designed by them came to be duplicated and may have sold & few
dosens. Smmll indusiries would seldom commission & new design because they

are not in a popition to do more than a limited merchandising, Wit once the -
do-ul for anything new shows up, they are unusually resilient in meeting it.
Duiping under the Handloom and Handiorafts Boards was. more effective m.
they had their own distribution outlets to popularise them.

Lot us mlyae anothor specifio cass in the same sphere of produot develop-
ment. A Ford Foundation Team recommended that the Government should organise
the designing of prototypes of machines that would be later reproduced by swill
manufacturers. Thres prototyping organisations were set up in collaboretion
with three foreign Governments, the United States, the Federsl Republic of
Germany and Japan at & totsl ocost of nearly 30 million rupees. The produot
line ‘of ome of these pototypinc oontm m drewn up by a Committes of Experts
ohaired by the Chief of the Machine 'I'ool Section in the Development Wing of
the Ninistry of Indutry. The prototypes were produced under the supervision
of Amerioan experts on the payroll of the Ford Foundation. When these were
peoduou, there were no takers for tho- 1n the market. Before this situation
oould be n-odiod. ths pnntl of thm oulniutiou oame 10 be squeesed
bootun of ml stringenoy of funds with the Government, therety diverting .
the efforts of these orpnintiou to produoo u many saleable goods as possidle
to meet their oosts. The ouimriu ndultry was also happy with whatever
paml-mpou mohines they were produoiu uul the demand for new prototypes
was negligible. Only after the recession in the mid-sixties, which hit the




engineering industry the most, the need for producing -poculm mochinery
Was felt. In other words, for almost s decads these organisations had only a
partial utility, '

The Problg Mced in Solootu_:‘ Machines for Prototnn_l‘

Another aspect of the prodblem is no less disconcerting. There is no simple
oy of looating the items that need to be designed. If the ohoioe is left to
the engineers of the organisation, they indulge in their own Specialismtions;
if the associations of the industries are oonsulted the influential individuals
tend to get their own lines redesigned. The development agencies of fho
Jovernsent are of no help because they have only s goneral ides of the pro-
spects of growth of an industry and are in no position to spell out the specific
mechaniosl equipment whioh will be ip demand. Repeatedly small industries
have used orude improvications whioh serve their purpose, just as well, at s
Muoh lower cost than the standard equipment. |

The answer would seem to lie in developing also a oorresponding: mariketing
organisation whioh could forecagt demand trends for machines, Without this
service, prototyping may be very diffioult.

Domand Assessment

Planning of industrialisation involves a minimum study of the opsrationsl
esconomios of various industries, their Supply and demand position and future
prospects. The Indian Ministry of Industry has a "Development Wing" staffed
vwith industrial experts who are conversant with these essential facte,
Correspondingly the Development Commissioner (Smll-scale Industries) has
experts and an economio survey unit to cover the small-scale sector. These
agenoies project the growth of each industry in terms of the over-all tanget of
the plans e.g. the dewand for low tension ingulators would be deduced from the
targets of electrifioation. When achievement falls short of antioipation in
one sention, all the figures in the related sections also stand revised.
Obvicusly these studies do not provide a very reliable indicatiom of marhet
trends. Thers is no analysis of the lhif_tl‘ of purohasing power, the medifio-
Otions in demand, such ag the change-over from 0oal ovens to keroseme stoves,
from galvenised buokets to plastio ones, in the urban areas. Above all, ne
irdioation is offered Tegarding the potential for oreating mew demands, the
most notadle feature of wodern mrieting,
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The Creation of New Demands

In contrast det us take as an illustration the marketing of tes and hydro-
genated oil for cooking by large-soale companies in India. The use of doth
of thess products was uncommon before the First World War and there ws oon-
sidersble prejudice againat their use, so much so that a bill was sought to
be introduced in the late forties in the Indian Parliament to ban the pro-
duotion of hydrogenated oil, Despite these impediments, the sale of the
produot hu been oontinuously growin‘, and soms of tl\o pi.onoor ooqnniu m
unable to meet the demand for their brends. The oreation of the market for
tea took a ,flw‘_d,oo.drqg‘ of intensive advertising and wivp selling, minly
by two fareign companies. The products of one of them are known to be the most
widoly diltribntod oonsumer item with a brand, in India. |

It is undmtood that the laboretories of Lever Bros. are currently busy
in deweloping & line of packaged food suitable to the Indian ouisine. Their
ready mixes for the South Indian breakfast and some North Indian sweets are
slready in the market. It is a produoct development programme well t\mod to
meot tho nev requirements of the m-hn ho-..

Prospecting and product development by thp lull wmite at this 'oclo my
be out of the question. The monitoring of dewsnd topopularise such new pro-
ducts ocalls for large outlays on merohandising, which would be beyond the re-
sources of smll units on their own.

That something similar is worlable in the smsll seotor is shown by the
success of the product development sponsored by the Handloom Board and the
tremendous boost in the sale of hand-spun woollens and ocottons through the
Xhadi and Greham Udyog Stores whioh started selling them as ready-ssde garments
is another instance. It should be noted that in each of these cases the
facilities for merohandising and retailing the products were available.

The oonsideration of swh programmes of produot development for the small
industries will depend om the aveilability of special resailing and merchand-
ising crganisations for them. The subjeot of the advisability of sponscring
such sales outlets will be discussed in a separete section om "distributiom".

AR S i tEE e e v g . em L e




Comoluding Comments

By and large the smll industries oen look after the designing of their
produots although they always will be oopying designs rether than oreating thes
A ubnryorduunboobudulhmoo.ofnddlmuhmum
suitadble than a servioe providing original designs. -

Produot development would be feasible only if done Yy orgenisatioms
having arrengements to merchandise the products. It is diffioult to organise
& designing service on the expeotation of commissions from small units,
Prototyping has twofold problems - thome of selection of items which the
market wants and developing commercially viable designs under government
organisations. | o |

No development &gency oan direot future expansion of a smll industry en
the prospects of vorking up s latent demand as s dome by the tea oompanies.
Such agencies oannot stake private and publio funds on & Business ulgensnt
of this mature.

Whereas demand assessment may not be as useful for small industries as it_
is for large industries, it is important that development agencies should
oarry it out. In directing the expausion of aay industry they mst be awnire
of the trends of demand and the future of different products. Plasmers of
ohemical industries for instance should kmow that vashing soap vill be
evedually replaced by detergents aud that timely steps should de talma $o
work out an altermate production progremme for this industry.
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IV. QUALITY AND STANDARDIZATION

The lack of a standardised quality impairs most of all the image of the
small industry sector. It alfeots the oompetitive position of small industries
and thereby their margin of profit, which ultimately determines the capital
formation in the scotor. It engenders certain praotices that have the appearanoe
of a mass cheating of the oonsumer, vitiating the atmosphere of daily commeroce of
the commmnity. The oauses of the melady, therefore, need to be analysed in some
detail.

The *"Prioes Narket"

The Indian market is proverbially a "prioe market". The cheapest product
sells the most. The main reason is of oourse the buyers' poverty. Another is that
the oonsumer starts with a psychological assumption that he cannot be sure of

quality in any oase, so when he bhuys the cheapest he ensures that he has not heen '
duped on price at least. This approach is encoureged by another significant faotor.
There is a vast market for goods which are in daily use in urhan societies but are
stil)l prostigious possessions in the rural areas in the lower inoome groups. These
goods are bought more as symbols of prosperity or sophistication than for their
utility. Nany examples could be 6ited: the purchase of stoneware tea cups by the
workers; cheap fountain pens as symbol of literacy hy the almost unlettered; the
westem style shoes by the villager for wcar on festive oocasions only; the
plastio shade by the rural househclder newly blessed with electrioity; the cheapest
lipstick for the poor women's rere make-up day; the ubiquitous treansistor redio
appreciated more for its loudness than the tonal quality of its sound. Thus there
exists a large market for low price merchandise in which the funotional quality is
not a major oonsideration. It is not generally appreciated how large this market
is in a obuntry with a substantial pop\ilation living below the suhsistenoce lml.
This situation is partly responsible for the currency of practices of undersising,
misdeclaration of specifiontions and infringement of tredc marks.




Undersising and Infringement of Trade Marks

Tin buckets and boxes and knitwear are usually marked a few sises higher than
the actua), padlccks carry legends deolaring a larger number of levers than they
have. The wholesaler and retailer accept them lnowingly and the oonsumer being no
discriminate user of the product does not quarrel over it. It does not bring any
ultimate henefit to the manufacturer or the distributor except the marketing
advantage of an ostensibly lower price. The consumer is so used to it that he doe
nct question it. There was a time of shoriage just after the war when retailers
openly offered "real" and "imitation" products even of established brends such as
Lux scap, Pond's cream and 7 o'clock blades, at coneiderably different prioces amd
the consumer was free to chocse between the two. Such infringement of trede marks
Was 50 well established that there oame into exisience an organized trade in ompty
oontainers of well-known ocosmetics. The oontainers of some items such as Pond's
oream could be bought in bulk from the dealers, and the larger the dulk s treder
supplied, the lower was the price of the imitation product.

Specialised Spares Came Out the Worst

The infringement of trade names was worst in specialized items such as spares
of automobile, oycles, sewing machines etc. The price difference between the
genuine and the imitation spares being very high and the consumer's oapacity to
disoriminate hetween the two being low, many small industries established thenselve
during the war by blatantly marketing their products with foreign trade marks. Som
would replace words such as "made in Germany" with "made as Germany". The oompulsi
under which these practioces developed may be illustrated by the following instanoes
The writer and an American marketing expert asked a small manufacturer of qyole
looks, why he made the logotype of the name of his product which was "Lily" look
86 much like the logotype of a well-!mown imported brend named "City". He replied,
"8ir, I have to compete with my neighbour who is putting the imported trade mark
straight and selling his product as an original, at least I would not be cheating
anyone who would take the trouble of reading the word ocarefully",




Initially shortages help the growth of suoch practioes. Even the best in ommed
group of consumers, namely, the automobile users, continue to acoept a brand called
"Lous", which is an cbvious infringement of the trade mark "Locus”, beocause the
repair shop always comes with ‘he Plaa that ti:e "Locus" part is in short supply.

Lack of Standard Raw Materiale Forces Sul:standard Production

There is the other side of the medal: the small-ccale manufacturer oen produce
no better quality with the limitations and uncertainties of raw materials he suffers
from. When the supply of essential raw materials and ocomponents is irregular and
often below standard, the manufacturer is forced to improviss. In India the problem
has heen particularly acute. The cutput of small industries is reckoned to be about
1/3 of the industrial output of the nation, but the allocation of exchange for
imported raw materials is less than 15 per cent. For years the ma jor burden of
small industries was the short supply of essential items like pteel. Despite the
rapid growth of small industries, the arrangements for regular supply of raw
meterials and components have always lagged behind. In this case the small units
are indirectly forced to produoce goode of varying qualities.

Government Sponsored Quelity Merking Schemes
In Indis some states have tried to remedy this situation by providing a free
service for drawing up standard specifications and quality teciing. One state has
been operating a quality marking orgenimsation for the last iwo decades for leathor
footwear, padlocks, oarpeis etc. Small industries are persuaded to form an
assooiation of units who agree to standardize part of their production, which then
carries a meal of quality oertified by the governmeni. To secure adequate
oredibility and consumer acceptance;, puhlio men are closely associatsd with these
organigations. The footwear quality marking scheme was presided over by a respected
independent member of tihe Parliament. Despite considerable financial outlays and
persistent efforts over the ysars the over-szll problem of quality remained wnaffected.
There were few retail shops that displayed these goods and hardly any oonsumers
agked for them. During the first five years, the value of quality-mariked
footwear s0ld was about equal to the expenditure on maintaining the




quelity marking organization, i.e. a 100 per oent oost on salc value just for
quality control.

In contrest to this, the manufacturers of "namda", folt flooring, whioch is
an important industiry of Kashmir, thommelves roquested the state govornment to
do something to stop the adulicretion of wool which unsonipulous manufacturers
were using in their namdas heoocause tlheir sales to other states wereo going dowm.
The state government introduced compulsory quality chedlzing for all namdas
exported out of tho state, the snlcs wont up significently, about 200,000 namdas
wore inspeoted during 1767 against about 26,000 in 1965. Here quality maintenan
wac 2 mar’:eting compulsion ond the nanufaoturer in his own intorest supported
its introduction.

Another state follows o slightiy different policy in itc quality marking
progromme. It formulates quality standards for items which tho small unito eannc
produce to I 8.I. specificaiions, offors testing facilities in ndequately equippe
lahoratories ond issuma card bearing & test chart for cach product sold hy a
small unit rogistered with it.

Thore is more omphamis herc un quality cducetion and formulating standards
that o small wnit could eesily mainta:n with the existing level of oquipment and
availeble raw materimlc, The regisicred uniic are permitted to use tho mlity
mortz for a period of one ycar, after which it noeds to Le renewed.

Even more zignificant is the faot that some of theso servicos are paid for
by the industry, vhich iz an indication of its utility t it. The department
doaling with the qualit; markin; of light ongineeriig produots cams Rs 50,000
&s rovenue ogeinst its rocurring annual exponditure of Rn. 65,000. This interest
in quality mar:ing ic partly duc to tho growing ocompetition in the industry. Thi
might be the right time to enlarge and intencify the servioo.

Even a rmall industry with a chronic indifforence to quality, nBt only oan,
rut does produce quality goods if it is paid the right prioce for it. The oase of .
footwoar io illustrative. The best retail ghops of India get their footwear made
in Agra incluwding Beta and Fler, the two me.jor manufacturers of leather shoos in
the large sector and the quality of supply has hoon maintained over the Yoars.




In the late fifties, the National Small Iadustries Corporation aocepted
an order for 250,000 pairs for export to the USSR and fermed it out to about
100 small units all over the country. For the first time standardized pro-
duotion of this sive had been demanded from the industry. Even lasts on whioch
shoes are made were produced Ly the eye and not Ly a graded machine as they
should be. NSIC arranged to provide 5,000 pairs of graded lastis, appointed some
)0 footwear inspectors io advise and check the quality at all stages of production
and undertook to pay a somewhet higher price than that of the domestic market
for this supply.

The industry faced this challenge with remari:able sucoess and within six
months mobilized an extrs production of 100,000 pairs of unifomm quality.
Whereas NSIC had retained 5 per cont from the suppliers! bill to ocover quality
rejection at the importers! end, the actual rejeotions tumed out to be less than
0.7 per cent. The footwear industry in the small sector has bLeen maintaining its

export mariiet ever since and aversges now a: annual export of over half a million
pairs.

Oonoluding Comments

Quality is a product feature which is maintained by the seller to meet a
specific mariet demand. If it ie not a selling point, even the most enlightened
manufecturers negleot it. The lacl: of safety feaiures in the Ameriocan automobile,
the most important produot of Ameriocan industry, as highlighted hy Mr. Nader, is
an illustration.

Usually a product provides a variety of satisfactions, in addition to the
purely funotional service it gives - a garment is much more than a proteotion
against weather. Before oonsidering improvement of the functional agpects of a
product, its significence in the total customer satirfaction also needs to be
asoertained- Generally the play of supply and demand ensures the Lest combination
of the required product features that are feasille at a given price.

Trere are many reasons for the failure of quality ocontrol imposed from outeide.
Firstly, the buyer's preferences are not oconaidered while formulating the quality
standardisation and hence the martet remains unresponsive to what is offered.




S8econdly the inspeotion mar: oarries no oonviotion with the oustomer unless he is
oonfident that the inspecting orgenisation is uncorruptible, an impression rether
diffiocult to oreate. Thirdly the features standardisged are insuffioiently publioei
and therefore there is no mohilization of demand from the market for such products
and the retailer is not interested in indoljating them.

Quality marlzing programmee which stress more the education of the menufeaocturer
by seouring his agreemeni to comply to some standards, and of the buyer by
supplying him the specifiocations of the products sold are more to the point.

As illustrated in the case of the export of standardised footwear in Agre,
the most effective way of improving quality is to assist large sales of standardised
products from small industries o large industry, export housss, supsrwarkets or :
Government purchases.




V. RATIONALISATION OF DISTRIBUTION CHANNELS

Main Features of Modem Distritution
The classic distribution ochain is manufacturer - wholesaler - retailer -

consumer and even in industrialized couniries this is the bBasic pattem in the
distribution of the products of small industry. Modem variations oonsist |

principally in telescoping the retailing and wholesaling functions either ny
manufacturer - dealer arrangements or bul': purchases By retailers like ohain
stores directly from the manufacturer. Other variations oonocem only the inter-
relation between manufacturer and dealer, involving credit (goods on oonsignment
or outright purchase) and margins ( commissions on mark-ups).

The ocovenanted dealer agrees to sell exclusively the produot of the
manufacturer who extends merchandising aids to the dealer and often provides
him oredit by keeping goods on consignmeut. The manufacturer has thereby a
direot check on sales and replenishment of stoc:is. In other words, he is closer
to the consumer and has a direct feed-bacl: of the causes of the rise and fall of
his ssles. The dealer Lenefits by manufacturer!'s merchandising and the goodwill
he mecures for his product saves corresponding efforts on his pert.

Other features of modern marketing concemn the investigation of the nature of
demand, the preferences of the consumer regarding product features and the time
and place at which he would wish it to he delivered. The manufacturer is thereby
able to develop producti with the right combination of features in demand and his
market is comparatively assured if he is able to publicise adequately his product
and its availability.

Before considering the introduction of any of these modern variations, the
field should he explored more carefully. As already indiocated, there are two
distinct patterms in the marketing of small industries .- one where ihe middleman
is the key figure and the second is where industries have taken up production
of what was onoe imported. Here distribution is generally orgenised through
agencies and dealorships and therefore is on the right lines. '




The Gontral Role of the Middleman

In the case of the traditional industries, it is nececsary to looate the
aspects thet need to “e improved. The cost of the marketing provided by the middle-
man alco has to be analysed 1o estebliesh whether his mergins are inordinately high.
The general pre judice against the middleman is more a matter of ignorance and pa-
pochial . pre udice than of fact. The practicee of the middleman ocome to be viewed
far too critically Lecause the sicial faiilures of this community are transposed to
its commercial function. In Indie distribuiion hae heon the exolusive charge of
some trading castec which very often operete in regionc away from their place of
origin. The middleman is wsomewhat like the Chinese trader in South-East Asia. He
is a clever alien who makes good in a poor community and is disliked for it.
Distribution thirough middlemen may be efficient and economical but since he comes
to %e looked up as an exploiter; his elimination is considered necessary to improve
the marketing of the goods which he handles. This is not tc condonc all the mal-
prectices of the Indian shopkeeper Lut to explain that despite these shortoomings
he is often the cheapest distridbutor.

Even in the marlieting oi the mosi bac:ward traditional industries such as
glass heads or hand-made matches, the middleman plays a central role, almost that
of an cntrepreneur. Hc financer cottage workers for the procurement of rew materials,
buys their entire output and takes the responsi»ility of marketing it. If he is
charging a reasonable rate of iaterest on his loan and a normal margin for whole-
saling, he is not so much of an exploiter as an informal cntrepreneur who is
probably not peying the worlier enough. He should e equated at the most to an
entrepreneur who pays merely subsistence wages to his workers and keeps the profits
of the Lusiness to himself, wiiich ir not very different from the general definition
of a capitalist, in the language of leftism. It is often more important to provide
better financing to the cottage .units than to improve the marketimg of their produot
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NSIC's Project to Improve Distributiion

The NBIC worked out a project to ameliorate suoh conditions by proposing a
chain of wholesaling depots. These depots were expected to assist the small units
in produoing goods to standard specifioations, with the help of qualified inspeotors
maintained on the staff. These products were to he sold under a registered trade

mark "Jansevak" oovering all the products under this project Special arrangements
wore made to ensure prompt payment ageinst supplies. Thc govemment was agreeable
to soctting up euch depots to cover about 30 industries. A pilot project was under-
taken in four different regions of India. Five such depots were organized in the
first instance, in Agra for leather footwear, in Khurije for potteries, Bombay for
paints, Renigunta for Leads and Caloutta for hosiery.

The oonditions in the head and leether footwéa.r industries have boon already
dosorived. The 'nitwear industry of Caloutta had been over—installed and at that
time its oapacity was Meing utiliged only to tho extent of about 45 per cent. The
paints industry was unable to get the prices which its large-scale competitors were
able to secure through uniformity of qualiiy and extensive publioity.

It was found that the wholesaling depots did not offer a workable altemative
to the distribution that already existed hcoause it did not prove possible to
operate them o n commercial lines. Despite cvery effort, the agreement of the top
management oould not be secured for giving adequate incentives to the salesmen -
govemment auditing stood in the way - and the managers could not be vested with
the authority to write off any losscs on aocount of dcfootive supplies. The retailer
toolk advantage of such limitations and hedged payments on technical grounds and the
managers were unable to scttle disputes without referring to the highest authority
in the Corporation, the Board of Dircctors. The pcrsonnel of the depots gradually
developed the sense of security of government employees, and lost their initiative.
The operetion of the depots could not bo made more businossliko despite the advioe
of an expert from Stanford who sat in the Narketing Division of the NSIC for a year
and a half,

S8inoce theso depots were run as oommeroial undertalings despite their dovelop-
mental objeotive, they were rcquired to meet their costs, whiol they found diffiocult
to recover within the compotitive margins of thc domestic market. They were




ultimately olosod down. 8till the need for somc such project is being voiocod even
today. At a reocnt mecting of the Small Soale Industries BDoard there was a proposal
for setting up a Markoting Corporation equipped with servioes such as "sales pro-
motion and publicity", "product development" and & trede mark which should beoome
s "specifio symbol" through the "creation of ites image in the market".

Some Bxporiments in Retailing

The NSIC initiated its marketing activities with a rotailing operetion with
the help of mobile shops. A proieot was prepared Ly an Ameriocan oxpert loaned by
the Ford FPoundation and one of the first foreign experts to adviso on tho small
industry programme. le proposed that the NSIQ should run mohile shops from four

different regions carrying the products of mall industries for off-the-ocunter
salcs and replenishment of the stocks of retailers. Twolve large vehioles were
purchased and fitted as modem shops. They opereted from Delhi, Bombay, Caloutta
and Nedres, covering arcas up to a radius of some 200 miles from these towms. ' The
two objectives of this oporation were to popularizo the products of small industries
and to quicken the pacc of their distribution.

These operations were not oxpanded becoause it was found that the goods that
werc being carried in mobilc shops were already boing distributed im the small towms.
The additional markets that mobile shops could axploit were a fow wayside villages
on the main roads, whose purchasing power proved to he nogligible. BEven in large
villages there was little impulse for buying boocsuse most households did not keep
oash for deily purchascs - they madc these on account at the local shop. The oost
of the mobilc shops was found to Le inoompctitive for them to serve as & roplace-
ment of the existing ocarrier serviocs.

The NSIC 7found out that, for urgently noeded small replonishments of stook,
thore already cxisted the ohoapest possible servioo. Each town had a bhuyer who
daily commuted to the Delhi wholesale mariet with a large box in which he osrried
back every ovening small supplies of whatever ho was oommissionod to tuy by the
retailors of the town, all at a oost of about 1.5 per cent. Obviously the tumover
of these ratailing ocentres oalled for anly a hoxful. The prospects would have been
different if a oar load had been neoded but even in that oase the same commmuter
would have performed the sorvioe, if financed for a motor vohiole.

The NSIC also tried to set up a footwear retail shop in Delhi snd one of ite




subsidiary ocorporations experimented with a few retail outlets for the general
produots of small industries. None of these were able to operate on the margin
current in the market.

Can_Government-oontrolled Orgmizations Gompotc in Trading?

This brings us {0 a crucial issue - ocan govemment-conirolled organisations
itrade suooessfully in competition witlhh private oporators? India has quitc a few
organizations sponsored v the governmont that engage in selling. The oldest arc
the handioraft cmporia of which cach state ohpital has usually one and some statos
have them in as many as six ocities. Therc arc about 10 such emporia in Delhi each
sclling the distinotive goods of a soparate state. Thosc were started to proserve
indigenous handiorafts and to provide thc oreftsmen with work and maintain them in
their treditional occupation. The emporia are more of display windows for rogional
culture than trading sot-ups and by and large; they run at a loss, excopt those of
Kashmir, which broa: even. Of course Delhi has what may Le ocalled an apox handi-
craftes emporium managed for long by a union of co-operative societies, which does
mako & pi'ofit hooause it offers the Indian handiorafts in a modem departmont store

for the tourist. It is run on commercial lines and has an adequate turmover to
meet its oosts. Therc aro similar rotail stores for homespun and cottage industry
products whioch arc self-supporting.

A Supermarket

There is now also in Delhi a large supermarket finanoed lLy Co-operative Banks
with a tumover of Rs. 30 tu 50 million a year. It has hoen launched mainly to
hold the prioce line heceuse overy time there was a now wage award adding e little
to the income of the salariod men, the treders tended to reise the prices of
cssential provisions to mop it up. It was intondod that Ly arranging a suffiociently
large distribution of essential requirements at stahle prioces, it would he possible
to ecp the prices in chook. ‘

It is not yet clear whother tho supermarket has Leen mure suoccssful than
othor distribution sclLemes sponsorced hy the Govemment. It is undorstood that it
has still not been ahle to brea: even. It hac a ocapital of Rs. 4,000,000 from the
Co-operative Banks and Rs. 300,000 from momLors who number about 4,000, It rotails
some 40 different linos of goods ranging from textiles and fumiture to fruit and
vegotablos. In other words, it is tho first department store in towm. It is
signifioant that most of the durable consumer goods sold by it arc tho products of
snall industrics. Its anmual sales show an initial poak and then a gredual doolines




1966-67 Re. 473 lakhs
1967-68 Re. 509 lakhs
1960-69 Rs. 441 lakhs
1969-70 Re. 392 lakhs.

The problem of Subeidising a Commorcial Projeot
The commercial results of the operations disoussod ahuve indiocate that the

selling by the government-controlled orgenizations gonorelly docs mot break oven
and most of the projects have to be subsidised. There would be nothing objectionable
in prinoiple to subsidising an activity which has & promotional objective, but here
an oxtrencous elcment distinguishos commercial oporeiions from other promotional
aotivities. lMhoreas tho governmont finde no diffioulty in subeidising a purely
promotional activity, it enoounters sorious oriticism when one of its ocosmercial
oporations runs into the red. A comparison of tho financial view taken of two
perellcl operations would illustrate the point. The mobile vorkshops organised
under tho Development Commissioner (88I) to demonstrate the use of modem machines
for shoe-making, bLlacksmithy, welding cto. were oomparable to the mobile shop
operation in sigc and ocost. The utility of this operation was marginal boosuse the
large vans on whioh the workshops were mounted could run only on the main roads amd
would mect maybe a dosen persone who would henefit from the proocess displayed on a
trip of & fow hundred miles. No serious financial objections wore reised to the
workshop ven oporation, whoroas the mobile shop operation, being a oommeroial
activity, was questioned the very first yoar. To oite another instamoe, the
Handloom Board operatcd many vans whioh oarried produots for publioity and sale.
This was ireated as an edvertising oporetion and thore was no diffionlty ia
acoounting for thc oosts. In other words although some of the commeroial pro-

gremmes are for tho dovelopment of marketing with a promotional aim they beotme
acocountable as a ooumerocial operatiom.




The Problem of Roiivetion
A more fundamental problem ooncoms motivation. The reoruitmont and servioe

rogulations of the commorcial organizations oontrolled by the government tend to
follow tho pattern of govermmant servioe. Despite the osteblishment of a large
publioc seotor in India, many of its ostablishments still follow govemment rlss
as a protsction ageinst publioc oritioism. These rules do not foster the right
motivations for hiring and firing, relating promotion with performence, and
personalised management. '

Non-oommercial Polioy Gamtrols
On the policy level the managements of such organisations are oontrollsd Ly

non-commoroial hoaids and oven when they do have representatives of indusiry, they

are expootod to safoguard thc intorest of the industrics served by the organisation
a1d not the profitability of the measurcs whioch thoy recommend. Thus the ocontrolling
polioies come to develop a strongly non-oommeroial approach to most operations.

The forogoing illustrations highlight the inadoquaocice of commercial organi-
gsations controlled by the govermment to handle suooessfully selling operations.
This does not moan, however, that no useful purpose is served by them. If thoso
limitations are olearly understood by the sponsoring authoritios and it is openly
admitted that a ocertain loss in these aotivities is oxpooted then thesc projeots
can be utilised to better effeot. It is, however, diffioult to dovise such
pewmissivo financial polioics.

Limited Plelds in which suoh Agencics have Signifiocant Folos
Despito thesc limitations, therc nre fields in which govermmont-ownod

commercial orgunisations have not only sucoeoded ocommorcially, but have made
dofinite oontributions to the development of ind;;ntry, In those oasos they fill
a gap whioh private treding is unable to bridge. The most sucoessful marksting
operation of the NSIC was the orgenisation of supply ageinst bulk orders from
abrosd. In this osse the govorument orgenisation performed funotions whioch were
boyond the competence of ordinary treding orgamisations and rendered an importeat
scrvice. It would not have beon possibls to develop such businoss without the
acsistanoce of such an organisation.
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Qenoluding Renerks

It would bo roasonable to oonciude that treding agoncies of the govermaent
should be set up only if such a service oannot be organised by the private sector
and it should be expected that thc costs of operations of such an organisation will
be somewhat highor than thoeo of an independent treding body. It would be an
eoonomic contradiotion if a projeot ocould perform both a developmental function and
oam the sam- profits as a treding operetion. In somo ocases the treding marxgine
are large enocugh to accommodete oostis and a promotional treding project may break
even. In the distribution of the common products of emall industry the margine are
usially so low that thoy do not permit inc rporetion of a developmental service such
a8 quality control in the cost struoture. From anothor angle, if the distridution

oosts aro low, it means that the goods are sclling woll and that the distribution
is satisfactory.

{
¥
1




-33-

VL. RESEARCH AND TRAINING

Much more needs to be knowm about tho marketing of small industrios before
really offective moasures can he formulated to improve it. Therc are many mio-
conceptions regarding almost ovory aspact of it. It is not ostablished thet tho
cost of distribution through the oxisting channols is higher than the average
oost of distribution under more modem arrangements. Tho reoasons for the ourrenqQy
of many malpracticcs are insuffioiontly anelysed; henoe tho romedios proposed
doal with symptoms instoad of ocausos.

Also it has to be appraised whother the natural growth of healthier marketing
which has already sot in will tako ocarc of most of the probloms or whethor areas
will be left over for specific assistance. Thoso aspoots ocall for investigation
by qualified marketing resoarchors. Thoro is no orgsmisation in India oxolusivoly
agsigned to such work. Tho Boonomic Survoy Unit of the Development Commissioner
(8SI) is prooccupicd by its major assignment, which is to projoct the growth prospeocts
of small industrios in difforent regions, by itsolf a large task.

The Soarcity of Suiteble Expertise to §tudv tho Problom

Thoro is, however; a problom of scarcity of cxpertise for such work. Mhereas
specialists arc available for tho various ficlds of merketing such as chain store
operations, mail order businoss sr vonding machincs, there are very few gemorelists
who oould doviso a mothodology for the study of treditional marketing amd find ways
to improve it. It is altogothor a now field of study, work on which must now start.
Insufficient undorstanding of problems loads to the spomsoring of amateurish
projects which fail beosusc they arc ill-oonoocivod and whioch, instead of assisting
progross impods it. |

Barvioc to Feed Back Consumer Response

One of the woalk points of the markoting of emall imdustrios is that the mamu-
facturer doos not havo a first-hand lnowlodge of the market and is not fully
sware of the oonsumer's rosponse to his product. Such a commmioation is essential
for tho improvemant of the products and their distribution. A lowpriced pro-
fessional servioce to feoed bhaock significant information to tho mmmvfacturers oould
be of oomsiderablo holp to them. A large outlay is required for orgenising such &
service booauso tho formulation of questiomnaires to oolleot the informatiom, the




sclociion of modes of sampling and tho training of the investigators, all oall for l
high professional stills. If small industrics 230 io be provided this servioco it
has to te large cnough to cover a sufficicit number of small units, to orvate an
impact. It could e organisged only if promoted wader 2 subsidy.

Marketing aid surveys conductcd by the Office of tho Development Commissioner
(S8I) wore actually mcant to scrve this purposc, but the activity has romeined
extromely limited, the total number of surveys undertakon “cing about 10 evory ‘
year. It is assumed that the ourrcnt demend for such servioo is low, which is
undorstendable but i1 is onc of thosc basic roquircments the demand for whioh oan
vo casily reiscd. The availability of thesc survoys will have to bo moro broedly
puhlicized, their uscfulnoss mode more widcly *mown and more dcfinitoly proved.
Today the Indian pcasent, wlio was proverhially averso to any technioal innovation,
takes ell possible pains to seourc it Lecause it malics a difforenco to him in
terms of profits. Tho smell industrialist will not hositatc to ge in for any

scrvice or advice vhich yiei:ds similar prootical results.

Training .
The growth of emall inductrics in India has now reachod a lovel whore it is
imperativo to inculcato modemn mothods of menagemont. Marzeting is onoc of the areas

in which intensive training ie needed, particularly for tho managers of small
industrice in the upper brackets of og\pitn]. formation. This is the ocategory in
which the organization of selc by the unit hecomos practicele. This treining,
howcver, should Le an clementary introductisn of the trainecs to the initial
fontures of good merketing, such as thce control of seles by achievement of planned
targots rother thea iy the control) of ilic activity of salosmon. It is now nmown
that there is a large amount of information within the rocords of a small industry
which cen he uscfully analyscd for hotter markoting. Tho methods Tfor such analysis
are not 'mown to the small entreprconeurs and thoy soldom think in torms of break
oven points o product mixes whiclhi are common oxecrcises in the large industries.
The training would concentrete on similar aspocts.-1

This worl: is alrcady being donc through management ireining orgoniscd under
tho DC (SSI). Tho range of the courses on markcting oould bo cnlarged and so also

_1] Socc "Scloctod Martoting Comsidcrations fnr" Small Busincss Monagors in Devoloping
Countrioa" “hy Russcll Loftus (ID/WM/Z)
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the participation of the small units in them.

. Qurrently Beployed in Selling the Profucts
[ gtor

Although it is common knowledge that the products of small industries are
distridtuted by middlemen, it is surprising that no thought has sven been given {0
providing training to this very large foroe of seslesmen. Since there is no
immediate prospect of diverting the marketing from them it should be the oonoem
of development agencies to provide them with treining for better marketing.

It is one of the areas of development to which serious thought should be given.
It would be a worthwhile addition to vooational training also because & mich
larger number is engaged in the vocation of selling products then in meny of the
fields in which training is being provided.
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EPILOGUE

The results of the various measures nerrated in the foregoing sections indioate
that the developments that result from them are not commensurate with the monetary
resources put into them. The main reason for this is mentioned in the preamble to
this note, namely the absence ¢f roots of any servine artificielly introduced itmto
& commercial mechanism which operates according to a logic of its own. Whether it
is quality merking, product designing, demand assessment or introduction of new
modes of distribution, it is the partioipation of the menufacturer, distrilutor and
the oonsumer which is essential to make it a succegs. Logically the persuasion and
oonversion of these participants to the practices of modermn marketing oould result
in a more spontaneous growth of hetter markoting than the grafting of a few modem
practioces organizd by non-commercial organizatione into the highly integrated and
inter-halanced operations of a market.

It should be considered, for instance, whether the few million rupees spent on
quality marking, which is not a great success, would yield better results if they
were spent on persuading the manufacturers and the distributors that there is no
special advantage in produoing understandardized goods hecause competition does in any
case lovel down the margins to an average. This, illustrated with actual oase
analyeis, would carry conviotion. To quote a live case, ooir is adulierated by giving
it a higher saline content. On checking the difference in the prioce of edulterated
and unadulterated coir fihre, it was found that there was no advantage in selling
the adulterated product, but then, why was the practioo reampant? It was found that
sdulteration being a standard practice, snyone who wishod to sell unadultersted
fibre had to put in extra canvassing for its sale. If cuch a canvassing is done by
a development agency, perhaps quality of ooir would improve without requiring any
quality merking assistanoe. |

Turmning to another related field, the introduction of a modemn distribution
system. It would be useful to determine to what extent large~-socale mailing of
literature to retailers detailing the adventages of using cash rogisters, self-servioe
and the economies of large-scale purchases, would lead to the organization of new
forms of selling. It may ooet much lesc than the outlay now required for organising
mammoth marketing operntions by the govormment. Similarly, it would be worthwhile
to project the offects of a mailing sorvice to, say, a thousand small knitwear units
giving thom information about colours, fabrios, sises and pattern of hosiory popular




-3 -

in other countries or s similar service to machine tool msnufacturers giving details
of ssall nachines used abroad for prooesses still done by hand in India. On the
faoce of it, an expenditure equivalent to the retentiom of two foreign designers of
fumiture for a year would be more than the cost of reproducing muilti-coloured oopies
of 200 pieces of good fumiture from design books and dietributing them free to &
fow thousand small menufacturers in India. Such a servios should nommally improve
designing muoh faster than the maintenanoce of & designing oentre.

In s nutshell the formation of the correct methodology of introduoing changes
is as important as determining the areas that oall for development.
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