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INTOODÜCTION 

The internal marketing oí' amall industriea in developing eoonomies ia an 

unexplored area, the available field data ia not sufficient to indioate what ia 

happening and there ia no aoademio scrutiny of the reaulta of the little that haa 

been done.    Hence there ia no authentio knowledge to draw upon and to find even 

broad indioationa of auooeaa or failure of the few meaaurea taken to inprove it. 

In aome of the Aaian count rie e, the Governments have been providing 

institutional aaaiatanoe in the marketing of handicrafts, there are a few marketing 

development    corporations enjoined to undertake any aotivity that would assist 

the aale of amali industries.    Ine effort a of trade aaaooiationa and oo-operative 

aooietiea to enlarge their markets are everywhere encouraged and often subsidised. 

However, theae aotivitiea oover only a negligibly small part of the field of 

marketing.    Sven in Japan where the oo-operative movement ia particularly strong, 

only about 1  per oent of the marketing of small industry ia oovered by it. 

Apparently, marketing of email industries ia not an area in which impressive 

development haa taken place.    We may mention,  therefore, aome of the inherent 

faotora whioh oiroumacribe effort a in thia direction. 

Industrial development is always production-oriented in the initial stages 

and marketing problema arise only after the output of goods reachee a certain 

point of aaturation and competition sets in,  a situation that takes oonaiderable 

time to oome about. 

Moat developing economies tend   to raiac high tariffa and   to simultaneously 

injeot oonaiderable money into the market through developmental   expenditure 

thereby creating a esliera market.    In India,  auch conditions prevailed for a 

deoada and a half after independence.    In auch a context, marketing poses few 

problema and theae oome to be relegated to a low bracket in developmental 

prioritlea* 

The distribution of goods ia historically much older than the industrial 

revolution whioh ia still in the prooeaa of being extended to the developing 

countries.        Cven   la   regiona with comparatively low induatrialiaation, 

distribution network» exist for the aale of the moat sophisticated goods e.g. 

Cadillacs in the Middle East, television sets in Nepal and air conditioners and 

ama amami marni 
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refrigerators wherever electric lines have extended.    In other words, 

distribution channels for products come to be established in a oountry long btfors 

the products themselves are manufactured there.    Sinoe these channels are organised 

lay experienced foreign exporters of goods they do not need modification for a 

long time. 

It is comparatively simpler to bring about improvements in produotion bar *&• 

supply of standard equipment and adequate training of the worker than in the 

modes of marketing, because in this oase a much wider sooio-soonomic transformation 

of the community is involved. 
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I.    TOE RATIONALE OP INTERMEDIATE TECHNIQUES OF MARKETING 

The mechanism of market ir g han to conform to the patterns of living and the 

•hopping habit« acquired over the years.   An     instance is the praotioe of 

selling provisions loose.    An illiterate and poor diéntele finde oertain distinot 

advantages in it.    The product can be usually inspected, the weighing direotly 

watched.    The difference between the price of the packaged and loose provision, 

however small, is not to be ignored.    The advantages of properly packed provisions 

do not impress these buyers living in an unsanitary and slovenly environment. 

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

and economical. 

It would be interesting to mention in this oonnexion the first reaotion of 

the oustomers 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 self-servioe shelves for the oustomers 

to piok up.    It was observed that the number of bags found torn on the shelves 

was almost equal to the number of bag« sold.    The customer« could not forgo the 

temptation to indulge in the age-old habit of sampling the oontents, thus one 

bag was sampled and another taken homo.    The supermarket clientele will soon 

learn to trust the store, but it will be a long time before it becomes a general 

praotioe in the retail market. 

Even the most modern marketing organisation ha« to r««pect the oonsumer'« 

taste« in «uoh matter«.    Laver Brothers, who are among the largest detergent 

sellers in India,  if not the world, have introduoed reoently ft detergent oake, 

in deference to the Indian housewive«' addiotion to the bar of washing soap. 

Although it is a retrogressive step in packaging, it is a forward step in market inf. 

Local Condition« ^Determine Distribution_Chjmnels 

It applies equally to more fundamental aspeot« of selling.    Even distribution 

«y«tem« perfected through a world-wide experience of merchandising and retailing 

are known to have been modified to suit local condition«*    Bata, the clerical 

example of vertical industrial organization under which almost all aotivitie« 

^i^^^lttMMiÉBI ^UMilMiM •mnüEi 
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of production and selling are internally handled, sells a very large output in 

India through private retail outlets, under the modified trade name of B.S.C. - 

Bata Shoe Company. 

Many modem distribution operations would not work without sooic—economic 

pre-requisites.    Mail order business would not flourish in communities that lack 

literaoy and ready mailing lists.   Home delivery Borvice does not grow      in Delhi 

because homes that have telephones also have servants and housewives whose main 

diversion is a visit to the shopping centre. 

Mass Distribution Depends on Cost Réduction 

Mass distribution in India does not have much oost advantage beoause mark 

ups of both wholesaling and retailing are inordinately low, being 5 to 10 per oent 

for wholesaling and 15 *o 25 per oent for retailing. 

It would be difficult to retail at a oost lower than that of the Indian 

stall-keeper, whose shop consists of a few planks and boards and who is oontent 

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 Market in Delhi.    Those are centres of the most brisk retailing 

beoause they offer all the variety and the cheapness of departmental store, even 

though each shop is run by an individual.    It would be worth studying whether the 

most efficiently run departmental store could offer the prioes whioh these markets 

do. 

This is not to deny that in some cases marketing operations trsnsplated from 

the United States to India and the Middle East without much modification oould 

prove equally successful here.    The sale of Coca Cols is a notable example, but 

one distinction 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 to the moral that many forms of marketing that 

have proved successful in fully industrialised societies would need bas io 

modifications before they oould be introduced in developing countries.    In other 
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words a new technology for introducing modern marketing would need to be evolved 

in theee contexte.    The guiding principle would be that there is no marketing 

practioc that has merit per so;   markets for small industry produots would be 

enlarged only if larger turnovers are achieved at comparable oosts and they 

mobilise the existing sourceB of manpower and organisation. 

Can Government Agencies Fill Trading Qape? 

It is easy to underline aspeots in whioh the marketing of small industries 

falls short of that of larger industry, with whioh it has to compote or where 

it does not measure up to the best marketing elsewhere.   Theoretioally, * 

developmental agencies have merely to make up their minds to provide the missing 

service. 

The major problem, however, is neither the determination to serve, nor even 

the resources, though these always matter, but the or eat ion by artificial 

bureaucrat io means of services that are the outoome of a natural process in a 

highly motivated and sophisticated commercial activity, suoh as market rssearoh, 

produot development, innovation in merchandising and distribution. 

Sven granting that it is possible, it is no less problematic to persuade 

the small entrepreneur who operates at a different level of managerial skill, 

to utilise them. 

The tailoring of suoh service• to the requirements of the small industrialist 

and then establishing a communication to whioh he will respond are matters on 

whioh triod know-how is not available but a good deal of hit-or-miss experience 

exists in countries like India.   Here almost the entire gamut of marketing 

assistance has been tried beoause the ideology of mixed economy allows the free- 

dom to experiment in all directions. 

Différent Aids to Marketing Tried in India 

There is a market analysis unit in the office of the Development Commissioner 

(Small Soale Industries) whioh has issued 135 brief studies.   Many produot designing 

centres are run by both the Handicraft and Handloom Boards.   Almost each state 

operates a number of retailing emporia for regional handicrafts and handlocms and 

^E^¿mi¿mtltElliEmllE^^ 
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there it a chain of atores for hand-spun cloth all over the country.    There it 

a large number of co-operative societies engaged in wholesaling and retailing 

handloom.   For many years NSIC maintained wholesaling depots for ssleoted snail 

industries and ran motile shops to retail their produots.    In Delhi some of the 

largest stores are publicly-owned e.g. the Handicrafts and Cottage Emporium, 

the Xhadi and Grahmudyog Store, the Super Basar. 

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 oonoeption or in implementation.    The factors that contribute to suooess may 

remain insufficiently analysed.    Nevertheless they broadly indicata the 

directions in whioh development oan take plaoe and offer some guidano« regarding 

the suitability   of different organisations for a particular program*«. 
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II.    THE SITUATION IN IMMA 

B«finltion of Small Industrie« 

The current definition of wall industry in India ooters far mora 

than the on« proposed by IXAFE}    it reads "all industrial unite with a ospitai 

investment of not more then I?a. 7.5 lakhs -*   irreapeetive of the number of 

persons employed.    Capital investment for thia purpose will swan investment 

in plant and machinery only".    It has also to he qualified that handicrafts ami 

village industries are bracketed with small industries in plan allocation« mat 

the programmes of development arc independently drawn and administered by 

completely separate authorities for each of the sub-«totors. 

Their Role in the Economy ai^ Industrialisation Policy 

There ia not. ing exceptional about the share of small industry in iasustrial 

production and employment in Indie, which la a little above one-third ant cms half 

respectively! these proportions which are similar to those of many other oountrimm, 

both industrialised and developing. 

The small industry sector receive« much emphasis in the development sol toy 

of the Government.    Its growth is actively enoouragtd with the help of protect io* t 

preferences and incentives in oertaia fields, in the anticipation that thia will 

lead to an even dispersal of industry and consequent prosperity| and to higher 

employment in labour-intensive production; and that it will supply ooneumer goods 

to absorb the money injected into the economy by expenditure on development. 

This thinking reaches a high point in the recent proposal that production of all 

consumer goods should be reserved for this sootor. 

1/ Ono lakh • 100,000.     On« erorc - 10 million.     On« US I - 7*5 
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The federal al lo cationi for programe« to aid the sector heve been constantly 
rising M indicated below: 

Provision 
1. First Fivo-Year Plan 50 ororea 

2. 9eoond Five-Tear Plan 200 ororte 

3. Third Five-Year Plan 264 ororea 

4« Fourth Five-Tear Plan 37O ororea 

evidently tho doverament ia committed to the support of thia sector. 

Whenever it fails to próvido the required aida, it ia nor« due to the probleM 

faoed in inetitutionaliiing thon than to laok of intention or even rceouroea* 

Theae problems bcoome more formidable when asaiatanoc haa to be devised for 

comneroial act ivi tie a auoh aa marketing. 

Aooording to the beat eatiiwitea, the oonaua of the Föderation of Associations 

of Small Industries, the registration in the Diroot rate of Industriai and tho 

aeacesment of the Development Coavniaaioner (Small Scale Industries), the number 

of anali unita in the country is about three hundred thousand«    Those range 

in organization from oottage unita run by aeeii-1 iterate entrepreneurs to modern 

factories managed by university graduates. 

The Rural Market  of India 

Ovor a quarter million small units diapereod amidst a market of 550 million 

would seemingly offer a rich field for experiment and exploitation of all means 

of selling, but the image changes whon attention is focused oither on the pattern 

of consumption or of production.    It would be uaoful to rcoount briefly her« the 

frugality of the vast rural market.    The Indian village haa been notorious for its 

economic self-auff iciency, which often bordered on self-deprivat ion.    The entire 

needs of the village were produced almost entirely within it.      The spinning was 

done in the homes and there was a weaving unit in the village, the local cobbler 

provided the leather gooda, the carpenter and the blacksmith the agricultural 

implementa, the food came from the local aoil.    The villager'a furniture 

oonsisted of a few string cote or mate and there was very little kitchen equipment. 

Only the brasa utenaila wore bought on a few oc cai ione in a lifetime.    Even them« 
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oamc «or« often M part of a dowry.   Consequently tht rich »lone purchased a few 

things froa outside on festive oooaiiona or pilgrimage« and the«« war« mainly 
high-quality handicraft«. 

Itesplt« th« «oonoaio ohanf« in th« country th« rural market «till remain« 

OIOM to thi« pattern of consumption, industrialiiation has «imply r«plao«d th« 
hand-mad« item« like clothing, cooking* oil«, and footwear, with   maohine-made 
good«.   Ih« horse has been replaoed hy a oyole, the earthern lamp by a lastsm 
and mayo« now with cleotrio light, but it   ••••ntially remain« the «am« low 
consumption market, extremely ro«triot«d in it« intake.    Thi« i« not surprising 

oonsldoring that th« per oapita expenditure on oon«umer good« of non-food categorica 
•ven in th« upper income groups of rural India was about Rs. 86/-. per annum in 
1962.   This market ha« now a potential for growth beoause of the prosperity 
•ng«nd«red by th« gr««n revolution.   How long it would sustain and what kind of 
consumption it will fostor still rsmains to be «e«n. 

The Two Organisational Pattern« of Consumer Industries 

The traditional industries naturally oonformed to the configuration of 
rural consumption.   These industries consisted largely of oottage units, which 
us«d little or no machinery, e.g. metal ut en« il«, glaaa bangle a, cutlery and 

looks» l«ath«r footwear, and knitwear.    Th«y were generally located near son« 
sottro« of raw material or trained craftsmanship.   The traditional form of 
organisation at ill persists in these industrie«.   The worker« are paid pi«o« 
wages «ven when th«y work on the entrepreneur's premises, the manufacturer keeps 
his team together by advance payment« and by providing regular work to them, 
but they never beoome his employees. 

a second group covers industrie« that grew around the manufacture of produots 
which earlier were being imported. 

They involve mechanised production and the setting up of regular factories. 
In this oategory fall all industri«« of th« light engineering, «leotrioal, and 
ohemieal groupa.   In their case the ohannel« of distribution had been established 

by importer« and th« «ame arrangements oontinue.   The selling i« through agsnts 
and d«al«r« who work on the term« of commission and credit, current all ov«r th« 
world. 

,«±- .< imiij»'.»t,Htei!.-iu,..!'ja|!«.'-«p« 
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An Illustration of Traditional Marketing at it» Weakest 

Before analysing the marketing aituation in the fir at group of •sail 

industries, e.g. the traditional onea, it would be inatmotive to take an actual 

oaae.    The conditions are moat graphically brought out in the sale of western 

atyle men'a shoes in Agra which suppliée about 80 per oent of the entire demand of 

the subcontinent.    The industry suffers from most of the ills of a deoadent 

marketing.    In this industry tho maximum produotion is undertaken by the independent 

families of oottage workers who oan afford to buy raw materials for the manufacture 

of only about a dosen of paira.    When this ia completed, the wares are oarried in 

a basket to the wholesale market where selling starts after dusk beoauae 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 "factor«** 

commission agente who buy merchandise for the retailer, oharging a standard 

oommission - till he is stopped by one of them.    The shoe-maker gets the lowest 

possible price because he must unload his stock before the day ends, and the 

distributor buys something completely uncertified for quality beoauae usually 

he has had no previous dealing with this particular man and he oan assess the 

quality only by inspection of the finished exterior of the produot.    The factor 

in his turn ia also under no obligation regarding the quality beoauae the order on 

him moat froquontly stipulates only the pattern of shoe   and its prioe, nothing 

about quality.   The service of the faotor oonaists in making prompt supplies whioh 

are too small to be economical for the buyer to come and scleot and in the 

provision of credit for the consignments. 

The better class retailer of leather shoes does demand goods made to a 

quality standard and in such a oase the faotor does take responsibility for quality 

and he may prefer su oh business booause no oredit is demanded of him on auch orders | 
these, however, are limited. 

It oan be seen that there are many things wrong with selling in this industry 

and aone of its ills are patent.    The workers are ill-paid, the produotion is 

utterly unetandardised, the faotor, who playa the key role, bear« no responsibility 

towards the oonsumer or the workers who produoe the goods. 
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iii.   miro kasuaan AXD PRODUCT onzurarr 

The Piateti of the Proteotod Market 

Tb* saxiaua aobiliaetion durine *ka Second World.Mar period of whatever 
industri*! reeouroea exiated ooupled with an alsoet ooaplete oaeeation ef .. 
iaporta of oonrawr good», served M •> preaajbl« to th« now policy of importi. 

Afta* Independence, in principi«, nothing MM allow«* to b« iaported, if there 
w«r« any proapeota of producing th« articles in th« oountry.    Th« doaand for 
foreign «xohang« resources increased with th« growth of induatry and 

restriction« on iaporte beoaae v«ry stringent'   Thia r«aultod in developing 
a highly sheltered aarkat for th« produot« of Indian induatry.   Although th« 
quality of th« producta of anali industry loft auch to be deeired, th«y were 
aooepted with understandable fortitude by a p«opl« Nhioh had raised th« UM 

of "Swadeshi" - indiganoua - produot a to th« l«v«l of a politioal annasili 

Look of Strong Coemotitiop with Lara» Induatry 

ttve*. in industrie« where the larga and th« anali shared a aarket, th« 
oossetition WM not very k»«n.   Th« general «hortage   of «««eatlai« suoh as 
raw amteriaia and power often applied to both aeotora and in.amsy oa»e«, the 
aamll induatry aold oompleaentary produot« in th« aarkat it shared with large 
induatry.    For «saapl«, large induatry aold toilet soap, aamll induatry aainly 
waahing soap, the large-eoale induatry produced the heavy automobile ohtssis, 

the aamll induatry put the body on it, the large one aanufaotured bulba and 
fluorescent tube«, the aamll one poet of the fitting« for their uaef   th« 
large induatry oonoentrmted on oenva* shoes; th« aaall induatry on leather 
footwear. '" x' '" 

In the«« oonditiona of «hortage« and tiaid ooapetition, aamll industri«« 

had to produo« good« eoamwhet laokadaisioelly, fron sub-standard raw aeteriela 
with ^ow-produotivity general-purpose or outdated, aaohines«    The good« were 
of old design, but «till they war«.aold without problea and the eellere 
aarkat oomtinued right us to the early «ixtie». 

ïBIKMS 
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Product Design and Daveloaajont 

It ia understandable that there would be little interest in WNIIIIIC 

future dMUd «ad developing now produots in auch a stets of vaouua oryinf to 
bo filiad with any kind of ¿ooda.   The poor deeign of producta of eemll induatry 
•truck the firet Ford Ptoundation Toan whioh wae invitod by the Indian Covenant 
to adviae on the developaent of aaall industrie, and tho Toa» aada a definito 
rcooescndetion that a deaigninc •orvieo should be provided by the Ooveraaent 
to aaall induetriti.   Obviouely it wai one of thoae reaotione whioh are 
inevitable in anyone ooain* fro. a highly ooapatitive earket viewing the 
producta of an un-deaandin* proteoted one.   The laok of good design of Indian 
autoaobilea, one of whioh atill reproduced a 1961 aodel, hai not affected ite 
aarkat, it is etili in short supply.   Thia nay partially explain why it was 
the only reooaaendation of the Taaa that nevar cot off the ground. 

It is eignifioant that in another subseotor of eaall industry, naaelj the 
hendióos, designili* played an iaportant role in developing the aarkat.   The 
patrona«» of the most aodem and aophittioated o lient sis has bean eeoured for 
handloceja through designing thaa to give an exclusive olass look end celling 

the. through preetigioua stores,   of oonree, exterior design »lay» a auoh aere 

daoiaiva role in dreaa^akiagr aeteriel than it would in, eay, engineering «aada. 
Siailarly the design oantra« of handicrafts oonatantly tried to adopt traditional 
fora» to andern requireaanta auch aa the use of lacquering, carving aad inlay 
work in andern furniture, «batik», and oaboeain* on leather goods, deeigaiag 
of tablaware in various aedi« rae iaparted to the itdlan handicraft, a quali* 

of aophiatioatad appeal, whioh haa enlarged ita aarkat.   In thia oae»t deeigaUg 
orfaniaad under the patrona«» of development aganoiee haa bean useful. 

Th»ra la an exaaple of another oraft induatry whioh haa grown aqually faat 
without any organised aeelataaoe, although it ia no laaa deelga-orieated. 
Uajp ahadaa had to be apaoially deaigned by interior decorator» for a hcuslag 
exhibition organic in Delhi in the late fiftiaa baoauae aothiaf auitabla 
waa readily available in th» esrkat.   Thia oraatad a local * e for n9t9 

duotlon of the displayad prototypee.   Today it ia a brisk aaall induatry fad 

by a «rowing deoornïonaoioua townahip.   Thia ia true of the entire oeaeles of 
the furniahinf and interior daooration induatriaa.    The aaaa situation is 
repeated in the garatnt induatry whioh haa not received any outelde ai 
in deeigaing. 
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Thaaa «xaapl«« show that whanavar d«aigning ia a dsoisivs faotor, tha 
••all induatriaa throw up tha raquirad invantivanaaa - in faet aamll industrias 
hava alwaya diaplayad »or« aya-oatohing laathar sandal« for ladlaa than thair 
large-aoala ooapatitors and hava alnoat » monopoly in thia lint. 

Tha organisation of a daaigning aarvioa. through davalopnant aganolaa that 
ara not angagad in aotual »•Hin« provM unworkable baoaus« it ia aa iapartant 

to dsaign a product as to aarohaadis« it.   Th« work of two Scandinavian fumi tura 
daaifnara attaohad to th« Davalopaent Coanissionar for a yaar through tha 
oourtaay of tha Ford Foundation, proved aor« or laaa abortivi for thia raaaon. 
Only on« ohair deaignad by thaa oaa» to ba duplioatad and aay bava «old a faw 
doaana.    8sa>ll industri«« would aaldon oosniasion a n«w dasign beó*usa they 
art not in a position to do aor« than a liaitad aarohandiaihg, but one« tha 
dasmad for anything n«w «howa UB>, thay ar« unuaually résiliant in aaating it. 
Designing und«r tha Handlooa and Handioraft« Boarda was aor« «ffaotiva baoauaa 
th«y had thair own distribution outlots to popular is« tha«. 

Waohih« Daalanin« Proloota 

Ut uc analye* another spaoifio oaa« in tha aaas epher« of product davalo»» 

aant.   A Ford Foundation Taaa raoo—sndsd that tha Oovarnaant should organi M 

tha daaigning of prototypss of amohinas that would ba latar reproduced by sajÉll 
aanufaoturara.   Thr«« prototyping organicatione wara a«t up in collaboration 
with thraa foraign (tovernaente, th« United Stat««, th« Fadaral Republio of 
Oeraany and Japan at a total ooat of naarly 30 aillion rupees.   Tha product 
lina of on« of thaa« prototyping oentres waa drawn up by a Coaaittaa of Ixpert« 
ohairad by tha Chlaf of tha Machina Tool S«otion in tha Development Wing of 
tha Miniatry of Industry.   Tha prototypaa wara produoad under th« supervision 
of American azp«rti on th« payroll of th« Ford Foundation,   tfhan th««« wara 

produoad, there war« no takara for thaa in tha aarkat.   Bafora thia aituation 
oould ba reasadied, th« franta of thaaa organisationa oaaa to ba aquaaaad 
baoauaa of general stringanoy of funds with tha Oovarnaant, tharaby divartiag . 
tha offerta of thaaa organisationa to produca aa aany aalaabla goods aa passible 
to aaat thair oosts.   Tha anginaaring induatry waa alao happy with whatever 
geaeral-fvrpoee saohlnas thay wara produoing and tha dasand for naw prototypaa 
waa nagligibla.   Only aftar tha raoaasion in tha aid-sixties, whioh hit tha 

MÜ 
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•mWia, indu*,* th. «et, th. n-d fop „^¿^ >1W0lâl-B(miflM _h4 

— fit.   In othr word., for .l«o«t a d«J.*¿ü       •,^iâl"IW|K,^ "•**•«* 
P~tl*l utility. d*°*d* tb-'# °*^"*ion. had only . 

W» Probi», Fkood in a.1^^ M^^. f<wt »^.^ 

Anoth.r Mpwt of th. probi., i. no 1... diwonoortint.   ft— 1. M .,   V 
woy of looatin* th. it*.. *K.*     ~. ^ •w«»«r*i»«.   TOtrt i« no alapl« 
"7 *•» th* "•» *»*t n.«l to b. d..imM.    if th. oboi«, i. loft t» 

jrm: irr: r • • -—*—» 
D—ad A««..h—ut 

Planning of indu.tri.li.atio„ involve « tóai„ .^ ef ^ 0Mm41_1 

•concio, of variou. industri*.   •!..« , opw*tio«»l 
«nou. indU«tri...   th.ir supply «ni domnd POflition mmá »ta*•. 

¡TELS Ltrr^ * —* - • "-^t?.^ « iimuiírin «xpart. who ara oonv*run+ w-i+i. *w- * """*•*••"* with th.«« «.««ctial fotta 

f_..   ,   , ^^ ««•ion ln.ul.tor. wuld u i»luo.t f__ tk. 
«««a wini.vaniit fui. .hart of uHniutt^. I 

*-*..   Th.« t. a. «.^u rf th, ihl «"-.ti« * »n^ 

MI«, u i~»i, TOh „ tht ^^-Jrl* *•***• P—r, tk. •*!«*. 
fro« .mW.* vuo^, t 

0<Äl «"** to km««.. ,tot#t.t 

i»tio.tion i. offw#d '£**f *••• la tfc* wb- •*~».   AVm «u. ^ 
^.A     A v, 

Wl ri**r*i«f th. potential for orbati*. ^- - . 
*»t »oUbl« fMtur« of «oda« •ark.ti.»*;. ^i,,i•, *** 

JÉMUIIII 
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The Creation of Wew Usa» ndi 

In oontrast *•* IM take M an illustration the mark*tine oí tas and hydro- 

geneted oil for oooking by large-aoale caepani«« in India.    Tha usa of both 
of thai« product« «MM unoosaon before tha Firat World War and the?« was oon- 
eiderabl« pw judio a against their use, ao auch go that a bill MM aoufht to 
ba introduced in tha lata fortiaa in tha Indian flsrliasent to ban tha pro- 
duo t ton of hydrogene.t«d oil.   Deapite th««« iapediaanti, tha aala of tha 
product baa baan continuously growing, and BOM of tha pioneer ooapaniss ara 
unebl« to «eat tha daaand for thair branda.    Th« oreetion of tha aerket for 
taa took a faw deoades of intensiv« advertising and aggressive selling, aeialy 
by two foraifn ooaqpaniaa.   Tha produota of ona of thaa ara known to ba tha aaat 
widely distributed oonsuaar ita« with a brand, in India. 

It ia undaratood that tha laboratories of Laver Broa, ara ourrantly buiy 
in developing a line of paokafad food suitable to tha Indian ouisina.   Thair 
ready aixee for the South Indian breakfast and lose North Indian sweats ara 
already in th« amrkat.    It ia a product development prograsme well tuned to 
meet th* new raqutraaenta of the urban he 

Proapeotiaf mad produot developnent by tha ssmll units at this seals say 
ba out of the quae tic«.    Th« Monitorine of desead to popularla» .euch new pro- 

duota oalla for large outlays on serohnndUinff, whioh would ba beyond the ra- 
aouroaa of anali unita on th«ir own* 

That aoaathineT «isdlar ia workable in the «sell sector is shown by tha 
suooee« of th« produot devalopaant aponsored by the Handlooa Board and tha 
treaendoua booat in the aal« of hand-spun woollens and oottons through tha 
Xhadi and Oraban tJdyog St or«« whioh atarted selling then a« ready sada freinte 
ia another instance.    It ahould ba noted that in aaoh of these oases the 

feo i lit it« for sarobendisinf and ratailinf tha produot« were available. 

Th« consideration of tuoh progress»« of produot dtvalopaent for the «sail 
industri»« will depend on th« availability of special ratailinf and aarohend- 

iainc organisation* for then.   Th« subject of th« advisability of sponsoris* 
suoh sales outlsta will ba discussed in a separate section on "distribution". 

*—— -•»--«•»««»•-«•>-.- 
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* «ad tei* ih» anali induntrioa oaa look »flor tho doti««*», of tteir 
produot. althoujh thoy alwny. will b. oc^in« doti*. rathor than oroatta« thai 
A library of «totip* boote oad a ahcrroo. of aodalt would bo ohtapor aad .oro 
auitablo than a aorwioo providiac original dooifna. 

Product davtlopnont would bo foaoiblo   only if dono by orfanlaatlona 
b**in« arraafOMBt. to aorohandiao tho product.,   it i. diffioult to orfani- 
• doaiftmac .•rvio. oa tao oiptotatio» of coartati»* fro. »mil «ita. 
Prototypin», ha. twofold problti. - thon, of aoiootion of ito. waioh tao 
•artet «anta aad dmlopinff ooaaoroially Diablo dttifaa 
organisation.. 

»o davolopatnt aftaoy oaa diroot futuro oxpanaioa 
tao proapaota of workiaf up a latoat 1i—nil aa wat 
Such act«»!« oannot atate privato aad public fundi 
of tala naturo. 

of a anali 

te tte to» 
oa a bu.in.tt 

at aay not bo a» uaoful for tamil iniuotrioo 
ia for larf» iaduatrioa, it it iaportant that dovalopatat a*a»oiaa ahould 
oarry it out.    m dirootiat *te tspaation of an, iaduatry th*y auat bo 
of tho troada of doannd and tht futura of difforont product..   ~-mm . 
oteadoal iaduatriat for inatanot ahould know that mahl», ana» will U 

.»•dually roplaood by *otor«Mti «4 that tiaoly tttpa ahould bt tatea to 
»ork out an altoraato production profraaawj for thit iaiuatry. 

ao it 

gmaÊÈËâ* ¿SteAÉalBlBteMHMi 
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IV. QUALITY iXD OTIITOJkHDIZATIGB 

The lade of a at andarli sed quality impairs most of all the image of the 

amali industry seotor.    It affects the competitive position of small industrias 

and thereby their margin of profit, which ultimately determines the capital 

formation in the seotor.    It engenders certain praotioos that bava the appearanoe 

of a mass cheating of the consumer, vitiating the atmosphere of daily oommeroe of 

the oommunity     The oauses of the malady, therefore, need to be analysed in some 

detail. 

the "Prioe Markst" 

The Indian market is proverbially a "prioe market".   The cheapest product 

sells the most.   The main reason is of course the buyers* poverty.    Another is that 

the oonsumer starts with a psyohologioal assumption that he oannot be sure of 

quality in any oase,  so when he buys tho cheapest he ensures that he has not been    ' 

duped on prioe at least.   This approaoh is enoouraged by another significant factor. 

There is a vast market for goods which are in daily use in urban sooieties but are 

still 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.    Many examples could be oitedt    the purchase of stoneware tea cups by the 

workers;    aheap fountain pens as symbol of literacy T>y the almost unlettered;    the 

western style shoes by the villager for wear on festive occasions only;    the 

plastio shads by the rural householder newly blessed with eleotrioity;   the cheapest 

lipstick for the poor women* s rare make-up day;    the ubiquitous transistor radio 

appreciated more for its loudness than the tonal quality of its sound.   Thus there 

exists a large market for low prioe merchandise in whioh the functional quality is 

not a major consideration     It is not generally appreciated how large this market 

is in a country with a substantial population living below the subsistence level. 

This situation is partly responsible for the currency of practices of undersislng, 

misdeclaration of speoifioations and infringement of trade maries. 
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fodcraising and Infringement of VrmAmju*. 

Tin bucket» and boxe« and knitwear »re usually marked « few sis«, higher then 

the actual, padlock« carry legende declaring a larger number of lev.» than they 

have.    The wholesaler and retailer accept them knowingly and the consumer being no 

discriminate user of the product does not parrel over it. It does not bring any 

ultimate benefit to the manufacturer or the distributor except the marketing 

advantage of an ostensibly lower price.    The consumer is so used to it that he dot 

not question it.    There was a time of shortage jusfc after the war when retailers 

openly offered "real" and «imitation« products even of established breside such M 

Ux soap, Pondts cream and 7 o'clock blades, at considerably different prices and 

the consumer was free to choose between the two.    Such infringement of trade mark. 

was so well established that there came into existence an organised trade in enptj 

oontainers of well-known cosmetics, The containers of eome ite«, such as Pond«a 

cream could be bought in bulk from the dealers, and the larger the bulk a trader 
supplied,   the lower was the prioe of the imitation produot. 

Specialised Spares Came Out the Worst 

The infringement of trade names was worst in specialised items such aa sparai 

of automobile,  oyóles,  sewing machines etc.   The prioe difference between the 

gtnuine and the imitation spares being very high and the consumer's capacity to 

discriminate between the two being low, many small industries established tncsselvc 

during the war by blatantly marketing their products with foreign trade »arks.    Bom 

would replace word, such as »made in Oermany» with »made a. Oernany».    The compulsi 

under which these praotioes developed may be illustrated by the following instance! 

The writer and an American marketing expert asked a small manufacturer of cycle 

looks, why he made the logotype of the name of his produot which was «Lily« lock 

so much like the logotype of a well-iaiown imported brand named »City«.    He replied 

»Sir, I have to competo with my neighbour who is putting the imported trade nark 

•treight and selling hi. product as an original, at least I would not be cheating 
anyone who would talee the trouble of reading the word carefully«. 
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Initially «h ort «g«. help the growth of nudi practioes.   Even the best ialoi 

group of consumer*, namely,  the automobile users,   continus to accept a brand called 

»Lous»,  which is an obviou« infringement of the trad« mar* "Locus", became the 

repair shop always comes with the plaa that the «Locus- part ia in short supply. 

Thar« io the other side of the medalt the small-scale manufaoturar can produce 

no better quality with the limitations and uncertainties of raw Materials he suffer« 

from.    When the supply of essential rax* materials and component« is irregular and 

often below standard,   the manufacturer is forced to improvise. In India the probi«*. 

has beer, particularly acute.    The output of smal]  industries is reckoned to be about 

1/3 of the, industrial output of the nation, but the allocation of exchange for 

imported raw material« is less than I5 per cent.    Por years the major burden of 

small industries was the short supply of essential items like steel.    Despite the 

rapid growth of small industries,  the arrangements for regular «upply of raw 

material« and oomponents have always lagçed behind,     In this case the ««all units 

are indir«otly forced to produoe goode of varying qualities. 

Qqvsmment Sponsored quolity Markinfr a,IJMMI 

In Indi» some states have tried to remedy thi« situation by providing a free 

servio* for drawing up standard specifications and quality teeing.    One state has 

been operating a quality marking organisation for the last two deoades for leather 

footwear,   padlook«,   oarpets etc.    Small industries are persuaded to for» an 

association of units who agree to standardize part of their production, which then 

carries a seal of quality certified by the government.    To secure adequate 

credibility and oonsumer acceptance,  public men are closely associated with these 

organisations.   The footwear quality marking scheme was presided over by a respeoted 

independent member of the Parliament      Despite considerable financial outlay« and 

persistent  efforts over the ysars the over-all problem of quality remained unaffected. 

There were  few retail «hop« that displayed these goods and hardly any consumers 

asked for them.    During the first five years, the value of quality-marked 

footwear »old wee «boat equal to the expenditure on Maintaining the 
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quality marking organization,  io. a 100 per oent oost on salo valuó juet for 
quality control. 

In contract to this,  the manufacturero of "namaa'»,   folt floorinf, which it 

an important industry of Kashmir,  thomsolvco roquoated the state government to 

do something to stop the adulteration of wool whioh unoonipulouo manufacturers 

wore using in their namdap because their nales to other statoa were going down. 

The state govommont introduced compuloory quality checking for all namdaa 

exported out of the state,  the enJ.os wont up significantly, about 200,000 namdaa 

were inepectod durine 1;)6? against about 26,000 in I965.    Hero quality maintenant 

wac a marîroting compulsion and the manufacturer in hie own interoet eupported 
it» introduction. 

Another etato followe a slightly different policy in ite quality marking 

programme     It formulates quality standards for itema which the enall unito oanac 

produce to I 3.1.  epe ci fi oat i on a,  offoro testing facilities in adequately equippt 

laboratories and insula card boartng a test ohart for o ach product eold by a 
small unit registered with it, 

Thore is more emphasis hero on quality oduoation and formulating et an dard e 

that a small unit oould easily maintain with tho existing lovel of oquipmont and 

available raw materiale.    The registered units are permitted to uso tho quality 

mar*: for a period of one year,   after which it needs to 1* renewed. 

Even moro significant is the fact that some of theao sonrióos are paid for 

by the industry, which ic an indioation of its utility to it.    The department 

doaling with the quality marking of light engineering products earns Ro 50,000 

as revenue against its rocurrin^ annual expenditure of Rn. 65,000.    Thia intereet 

in quality marking is partly duo to  tho growing competition in the induatry.    fhi 
might be the right time to enlarge and intensify the servi00. 

Even a small industry with a chronic indifferonoe to quality, not only oan, 

Hit does produce quality goods if it is paid the right prioo for it    The oaee of , 

footwear io illustrative.    The best retail shops of India get their footwear made 

in Agra including Bata and Pier,  the two major manufacturers of leather ehoos in 

tho largo aector and the quality of supply has boon maintained over the yoars. 
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In th* late fifties, the National Small Industries Corporation acoepted 

an order for 250,000 paire for export to the USSR and farmed it out to about 

100 amali unite all over the country.    Por the first time standardized pro- 

duction of this aise had been demanded from the industry.   Even lasts on whioh 

shoe a are made were produced by the eye and not by a graded machine as they 

should be,    NSIC arranged to provide 5,000 pairs of graded lasts, appointed soma 

30 footwear inspectors to advise and oheok the quality at all stages of produotion 

and undertook to pay a somewhat higher prioe than that of the domeetio market 
for this supply. 

The industry faoed this challenge with remarkable suooess and within six 

months mobilised an extra production of 100,000 pairs of uniform quality. 

Whereas ISIC had retained 5 per cent from the suppliers» bill to oover quality 

rejection at the importers« end, the aotual rejections turned out to be less than 

0.7 per osnt.    The footwear industry in the small seotor has been maintaining ita 

export market evar sinoe and averages now an annual export of over half a million 
pairs. 

Oonoludinfl Pommants 

Quality is a produot feature whioh is maintained by the seller to meat a 

speoifio market demand.    If it is not a selling point, even the most enlightened 

manufaoturars negleot it.   The lad: of safety features in the American automobil«, 

the most important produot of Ameri can industry, BB highlighted by Mr. Nader, is 
an illustration. 

Usually a product provides a variety of satisfactions, in addition to the 

purely functional service it gives - a garment is much more than a proteotion 

against weather.    Before considering improvement of the functional aspects of a 

produot,  its significane« in the total customer satisfaction also needs to be 

ascertained     Generally the play of supply and demand ensures the best combination 

of the required produot features that are feasible at a given price. 

There are many reasons for the failure of quality oontrol imposed from outside, 

Firstly, the buyer's preferences are not considered while formulating the quality 

standardisation and henoe the market remains unresponsive to what is offers*. 

•-*-¿ - --•-~"*¿-*-* ~ 
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Seoondly the inspection marie oarries no oonviotion with th« oustomer unless 1M ii 

oonfident that the inspecting organisation is uncorruptible s in impression rather 

difficult to oréate.   Thirdly th« features standardised are insufficiently publioised 

and therefore there ia no mobilisation of demand from the market for suoh produots 

and the retailer ie not interested in indenting them. 

Quality marking programmes whioh stress more the education of the manufacturer 

by securing his agreement to comply to some standards, and of the buyer by 

supplying him the spécifications of the produots sold are more to the    point» 

As illustrated in the case of the export of standardised footwear in Afra, 

the most effective way of improving quality in to assist large sales of standardised 

produots from small industries to large industry, export houses,  supermarkets or 
Government purchases, 
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V.    RATI0NALI3ATIOW OF DISTRIBUTION CHAMHEL8 

Main features of Modem Distribution 

The olassio distribution ohain is manufacturer - wholesaler - retailer - 

oonsumer and even in industrialized countries this is the baa i o pattern in the 

distribution of the products of small industry.    Modem variations oonsist 

principally in telescoping the retailing and wholesaling fun ot i on s either >iy 

manufacturer - dealer arrangements or bul1: purchase e fcy retailers: like ohain 

stores directly from the manufacturer.    Other variations oonoern only the inter- 

relation between manufacturer and dealer,  involving credit (goods on consignment 

or outright purohase) and margins (commissions on mark-ups). 

The covenanted   dealer agrees to sell exclusively the produot of the 

manufacturer who extends merchandising aids to the dealer and often provides 

him credit by keeping goods on coneignmtmT.    The manufacturer has thereby a 

direct ohe ok on sales and replenishment of stocks.    In other words, he is oloser 

to the consumer and has a di root feed-bad: of the causes of the rise and fall of 

his sales.    The dealer benefits by manufacturer's merchandising and the goodwill 

he  secures for his product saves corresponding efforts on his part. 

Other features of modem marketing oonoem the investigation of the nature of 

demand, the preferences of the oonsumer regarding product features and the time 

and place at which he would wish it to be delivered.    The manufacturer is thereby 

able to develop products with the right combination of features in demand and his 

market is comparatively assured if he is able to publioise adequately his produot 

and its availability» 
Before considering the introduction of any of these modem variations,  the 

field should be explored more carefully-    As already indicated, there are two 

dis+inot patterns in the marketing of small industries - one where the middleman 

is the key figure and the seoond is where industries have taken up production 

of what was onoe   imported.    Here distribution is generally organised through 

agenoies and dealerships and therefore is on the right lines. 
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The Contrai Role of jbìie J*ijWlemsii 

In the case of the traditional industrio»,   it is neoensary to looate the 

aspects that need to be improved.    The cost of the marketing provided by the middle- 

man aleo has to be analysed to establish whether his margins are inordinately high. 

The general prejudice against the middleman is more a matter of ignóranos and pa- 

loohial   prejudice than of fact.    The practices of the middleman oome to be viewed 

far too critically because the sicial failures of this community are transposed to 

its commercial function.    In India,   distribution has boon the exoluaive charge of 

some trading castes which very often operate in regione away from their place of 

origin     The middleman íB üomewhat 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 through middlemen may be efficient and economioal but since he comas 

to be looked up ao an exploiter, his elimination is considered neoess«ry to improve 

the marketing of the goodß tíhich he handles.    This is not to condono all the mal- 

praotioes of the Indian shopkeeper but to explain that despite these shortcomings 

he is often the  cheapest distributor. 

Even in the marketing oí the most backward traditional industries suoh as 

glass beads or hand-made matches,  the middleman plays a central role,   almost that 

of an entrepreneur.    He finances cottage workers for the procurement of raw materials, 

buys their entire output and takes the responsibility of marketing it.    If he is 

charging a reasonable rate of interest on his loan and a normal margin for whole- 

saling.,  ho is not so much of an exploiter as an informal entrepreneur who is 

probably not paying the worker enough.    He should le equated at the most to an 

entrepreneur who pays merely subsistence wages to his workers and keeps the profits 

of the business to himBelf,  which in not very different from the general definition 

of a capitalist,  in the language of leftism.    It is often more important to provide 

better finanoing to the oottage  .units than to improve the maxfcstiBg of thsir produotl 
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H8IC1« >ro.1sot to Improve Distribution 

The N8IC worked out a project to ameliorate ouoh conditions by proposing a 

ohain of wholesaling depots.    These depot« were expeoted to assist the small units 

in produoing goods to standard specifications, with the help of qualified inspeotoru 

maintained on the staff.    These produots wore to be sold under a registered trade 

mark "Jansevak" oo ve ring all the products under this project     Special arrangements 

were made to ensure prompt payment against supplies.    The government was agreeable 

to setting up such depots to oover about 30 industries.    A pilot project was under- 

taken in four different regions of India.    Five suoli depots were organized in the 

first instance, in Agra for leather footwear,  in Khurja for potteries, Bombay for 

paints,  Renigunta for beads and Calcutta for hosiery* 

The conditions in the bead and leather footwear industries have boon already 

do s ori bed.    The knitwear industry of Calcutta had been over-installed and at that 

time its oapacity was being utilized only to the 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 quality and extensive publicity. 

It was found that the wholesaling depots did not offor a workable alternative 

to the distribution that already existed because it did not prove possible to 

operate them o n commercial lines.    Despite every effort,  the agreement of the top 

management could not be secured for giving adequate inoentives to the salesmen - 

government auditing stood in the way - and the managers oould not be vested with 

the authority to write off any lossos on account of do foot ivo supplies.    The retailor 

took advantage of such limitations and hedged payments on technical grounds and the 

manager« were unable to settle disputes without referring to the highest authority 

in the Corporation,  the Board of Directors.    The personnel of the depots gradually 

developed the sense of security of government employees, and lost their initiative. 

The operation of the depots oould not bo made more businesslike despite the advice 

of an expert from Stanford who sat in the Marketing Division of the NSIC for a year 

and a half. 

Sinoe these depots were run as commercial undcrtahings despite their develop- 

mental objective, they were required to meet their oosts, whioli they found difficult 

to recover within the competitive margins of the domestic market-    They were 
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ultimately closed down.    Still the need for eomo su oh project is beiaf voiood eve« 

today. At a reoont meeting of the Small Soale Indu «trie* Board there was a proposal 

for tettine up a Marko ting Corporation equippod with aorvioea euoh aa "ealee pro- 

motion and publicity", "product development" and a trade mark whioh ehould beoos* 

a "specifio symbol" through the "creation of ite image in the market". 

Some Ijyorimontc JLn .It^JUning 

The NSIC initiated its marketing activities with a retailing operation with 

the help of mobilo shops.    A projoot was propared by an Amerioan expert loaned by 

the Pord Foundation and one of the first foreign experts to adviso on the small 

industry programme.    He proposed that the NSIQ should run mobile shops from four 

different regione carrying the products of small industries for off-the-oounter 

sales and replenishment of the stocks of retailers.    Two Ivo large vehicles were 

purchased and fitted as modem shops.    They operated from Delhi, Bombay, Calcutta 

and Madras,  covering areas up to a radius of some 200 miles from these towns.    The 

two objectives of this operation were to popularise the produots of small industries 

and to quicken the paoc of their distribution. 

Theso operations were not oxpanded lie cause it was found that the good« that 

were being carried in mobile shops wore already boing distributed in the saall towns. 

The additional markets that mobile shops could exploit were a few wayside villajes 

on the main roads, whose purchasing power proved to he negligible.   Iven in large 

villages there was little impulse for buying booause moat households did not keep 

cash for daily purchases - they made those on aocount at the local shop.    The oost 

of the mobilo shops was found to bo inoompctitive for them to serve as a roplaoo- 

ment of the existing carrier services 

The NSIC found out that, for urgently noeded small replenishments of etook, 

thore already existed the ohoapost possible servioo.    laoh town had a buyer who 

daily commuted to the Delhi wholesale market with a large box in whioh he oarried 

baok every evening small supplies of whatever ho was commissioned to buy by the 

retailors of the town, all at a oost of about 1.5 per oent.    Obviously the turnover 

of these retailing centres oalled for only a boxful.    The prospeots would ham boon 

different if a car load had been needed but evon in that oase the sine oosmitsr 

would have performed the service,  if finanood for a motor vohiole. 
The NSIC also tried to set up a footwear retail shop in Delhi and on« of ita 

J 
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subsidiary corporations 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_ Ofrvenyrap,t- oont ro 11 od Organ i zat i on s Pompóte in Trading? 

This brings us to a orucial issue - oan govommant-oontrolled organisations 

trade successfully in competition with private operators?    India has quito a few 

organizations apon so rod by the govommont that engage in soiling.    The oldest aro 

the handicraft emporia of which each stato oapital has usually one and some stato s 

liave thorn in as many as six cities,    There aro about 10 su oh emporia in Delhi oaoh 

selling the distinotivo goods of a separato state.    Those wore started to preservo 

indigenous handicrafts and to provide the craftsman with work and maintain them in 

thoir traditional occupation.   The emporia are more of display windows for regional 

culture than trading set-ups and by and largo,  they run at a loss, oxoopt those of 

Kashmir, whioh broa!; even.    Of course Delhi ha& what may be call od an apex handi- 

crafts emporium managed for long by a union of co-operative sooioties, whioh does 

ma':o a profit booauae it offers the Indian handicrafts in a modem department atore 

for the tourist      It is run on commercial lines and has an adequate turnover to 

meet its oosto.    There aro similar retail stores for homespun and cottage industry 

produots whioh are self-supporting. 

A Supermarket 

There is now also in Delhi a large supermarket finan ood by Co-ope rat ivo Banks 

with a turnover of Rs. 30 to 50 million a year.    It has boon launched mainly to 

hold tho prioe line because every time there was a now wage award adding a litt lo 

to the inoome of the salaried man,  the traders tended to raise the prioes of 

essential provisions to mop it up.   It was intondod that by arranging a sufficiently 

large distribution of essential requirements at stable prioes, it would be possible 

to hoop the prioos in ohooh» 

It is not yet ,clear whether tho supermarket has been more suooossful than 

othor distribution sohoitos sponsorod by tho Government.    It is understood that it 

has still not been able to broa): even.    It has a oapital of Rs. 4»O00,00O   frost the 

Co-operative Banks and Rs. 300,000 from members who number about 4»000.    It retails 

some 40 different lines of goods ranging from textiles and furniture to fruit sud 

vegetablos.    In other words, it is tho first department store in town.    It is 

significant that most of the durable consumer goods sold by it are tho producta of 

small industries.    Its annual sales show an initial poak and then a gradual do o linei 

MÜH 
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1966-67 
1967-60 
1960-69 
1969-70 

Re, 473 lakh! 
Re 509 lakhs 
Ri. 441 lakhs 
RB.  392 laicht. 

flU problem of JttT^.iligll^A.g^gwjgA^^XRJgSl 
The oommoroial results of tho operations discussed above indi oat • that tot 

selling by tho government-controllod organisations generally loot mat »roak even 

and most of tho projects have to bo subsidised.    There would be nothing objectionable 

in prinoiple to subsidising an aotivity which hao a promotional, objective, but here 

an extraneous element di3tinguishoa ooramorcial oporations fro» other promotional 

activities.   Uhoroas tho government finds no difficulty in subsidialnf a purely 

promotional activity,  it onoounters sorioue oriticism when one of its ooameroial 

oporations runs into the red.   A comparison of tho finanoial view taken of two 

parallel operations would illustrate the point.    The mobile workshops 01 

under tho Development Commissionor (S8I) to demonstrate the use of moi 

for shoe-making, blackamithy, welding oto.    wore oomparable to tho mobile shop 

operation in siso and oost,    The utility of this operation was marginal boeauss tha 

largo vans on whioli the workshops were mountod could run only on the main roads asá 

would moot maybe a dosen persons who would benefit from the pro00so displayed on a 

trip of a few hundred miles.   Ho serious finanoial objeotions were raised to the 

workshop van operation, whoroas tho mobilo ehop operation, being a oommeroial 

activity, was questioned tho vory first yoar.    To oito another Ínstanos, tha 

Handloom Board operated many vans whioli oarried produots for publicity and aale. 

This was treated as an advertising oporation and thore was no difficulty in 

aooounting for tho ocote.   In other words although some of the oosnaroial pro- 

grammes are for tho development of marketing with a promotional aim thoy bosoms 

accountable as a ooaanereial operation. 

J 
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Th« probi- of Motivation 
A moro fundamental problem oonoom« motivation.    Th« rtoruitnont and forvio« 

regulation« of the oommorcial organization« oontrolled by the govenuMnt tend to 

follow the pattorn of government «ervioe.    Do«pite the establishment of a large 

pubi io sector in India, many of it« establishments still follow government rule« 

a« a promotion against public oritioi«m,    Thoao rulos do not foster the right 

motivations for hiring and firing, relating promotion with performance, and 

personalised management. 

Non-oommoroial Polioy Octroi«., 
On th« polioy level the management« of euch organisation« are oontrolled by 

non-oommoroial board« and oven whon they do have representative« of industry, they 

are expeotod to safeguard tho in toro et of the industries served by the organisation 

and   not the profitability of the measures whioh thoy reoommond.    Thus the oontrolling 

poli oies oomo to develop a strongly non-oommoroial approaoh to most operations. 

The foregoing illustrations highlight the inadequacies of oommercial organi- 

zations oontrolled by the government to handle suooessfully selling operations. 

This does not moan, however, that no useful purpose is served by them.    If those 

limitation« are clearly understood by the sponsoring authorities and it is openly 

admitted that a oertain loss in these aotivities is oxpected then these projects 

can be utilised to bettor effoot.    It is, however, difficult to devise such 

permissivo finanoial policios. 

Limitad fields in whioh suoh 1/enoio» have Siayifioant Iblos 

Despito these limitations,  there are fields in whioh govemmont-owned 

oommeroial organisations have not only suooeoded oommoroially, but have made 

definite contribution« to the development of industry     In these oasos they fill 

a gap whioh private trading is unable to bridge.    Tho most suooessful marketing- 

operation of the H8IC was the organisation of supply against bulk orders from 

abroad.   In this oase the government organisation performed function« whioh war« 

boyond the competence of ordinary trading organisa*ion« a»d rendered an importa** 

I    servio«.    It would not have been possible to develop «uoh bu«ino«« without the i m 
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Cenoludinjt lemarks 

It would bo reasonable to oonolude that trading agonoies of the fimnwsnt 
should bo aot up only if auoh a service oannot be organ i »od by the privata Motor 
and it should be expected that the costi of operation« of auoh an organisation vili 
toa somewhat higher than thoeo of an independent trading body.   It would be an 
•oonomio oontradiotion if a project oould perform both a developmental funotion and 
•am the samo profits ae a trading operation.    In somo oases the trading «argini 
ara large enough to accomodate ooste and a promotional trading project nay break 
•van.   In the distribution of the oonmon products of snail industry the margins are 
usually so low that they do not permit ino rporation of a developnantal servi oe suoh 
aa anality oontrol in the oost struoturo.   From another angle, if the distribution 
ooets aro low, it means that the goods are selling well and that tas distribution 
is satisfactory. 
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•L. JBSaURCH AID TRAIN HO 

Much moro nooda to be known about tho marketing of amali industries before 

really offeotivo meaauree oan ho formulated to improve it.   There are «any mie- 

oonoeptions regarding almost ovory aspeot of it.    It ia not established that the 

ooat of distribution through the oxisting channels ia higher than the average 

ooat of distribution under moro modem arrangements.    Tho reasons for the ourreney 

of many malpraotioos aro in suffi dont ly analysed;    henoe the remedies proposed 
doal with symptoms inatoad of oauaoe 

Also it has to be appraised whether the natural growth of healthier marketing 

which has already sot in will tato oaro of most of the problems or whether areas 

will be left ovor for cpecifio assistance.    Those aspoots oall for investigation 

by qualified marketing researchers.    There is no organisation in India oxoluaivoly 

assigned to suoh work.    Tho loonomio Survoy Unit of the Development Commissioner 

(831) is preoooupiod by its major assignment, which ia to projoet tho growth pro apeóte 

of small induatrtoe in difforent regions, by itsolf a large task. 

The Soaroity of Suitable Expertise to fftudy the Problem 

Thoro is, however,  a problom of soaroity of expertise for suoh work.    whereas 

speoialiata aro available for tho various fields of marketing suoh a« chain atora 

operationa, mail order business or vending maohinos, there are wry few general i at» 

who oould deviso a methodology for tho study of traditional marketing and find waya 

to improve it.    It ia altogether a now field of study, work on whioh must now start. 

Insufficient understanding of problems loads to the sponsoring of amateurish 

pro .loots whioh fail beoauso they are ill-oonooivod and whioh, instead of assisting 

progress impoda it. 

Borvioo to feed Back Consumer Jmsponas 

tee of the weal: pointa of the marketing of amali industries is that the aanu- 

faoturer dooa not havo a first-hand laowledge of the market and is not fully 

aware   of the consumer's roaponao to hia produot.    Suoh a communication is essential 

for tho improvement of the produot a end their distribution.    A low-prioed pro- 

fessional servio« to feed baol: significant information to tho manufacturers oould 

be of oonsiderablo help to them.    A large outlay is required for organising suoh a 

servios because tho formulation of questionnaires to oolloot the information, the 
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•oloction of modos of sampling and tho training of tho inveiti gut'»rt, all omll for 

high professional skills.    If small induBtrios aro to b« provided this servioo it 

has to bo largo enough to oovor a sufficient number of snail units,  to oroato an 

impact.    It could bo organised only if promoted under a subsidy 

Marketing aid surveyc conducted by tho Office of tho Development Commissioner 

(SSI)   wore actually meant to serve thiB purposo,  but tho activity has remained 

extremely limited,  the  total number of survoyo undortakon being about 10 ovory 

yoar.    It is assumod that tho current dornend for such service is low, which is 

understandable but it is one of those basic requirements the demand for which oan 

bo oasily raisod.    The availability of these survoya will have to bo more broadly 

publiciaod,  their uacfulnoso mode more widely known and moro definitoly proved. 

Today the Indian pensant, who was proverbially avorso to any technical innovation, 

takoc all possible pains to secure it because it makos a difforonoo to him in 

terms of profits.    Tho Bmp.ll industrialist will not hesitate to go in for any 

•ervico or advice which yields similar praotioal resulta. 

Training 

The growth of small induct rie 3 in India lias now reached a level where it is 

imperativo to inculcato modern mothodo of management     Marketing is ono of the areas 

in which intensive training is needed,  particularly for tho managers of small 

inductrice in the upper brackets of capital formation.    This is tho category in 

which the organisation of sale by the unit bocones practicable.    This training, 

however,  chould Lo an elementary introduction of tho traineos to tho initial 

foaturos of good marketing,   such as tho control of arlos by achievement of planned 

targots rather than by tho contro]   of  olio activity of salesmen.    It is now known 

that there is a large amount of information within the rooords of a small industry 

which can bo u»efully analysed for botter marketing.    Tho methods for such analysis 

arc not known to tho email entrepreneurs and thoy soldora think in terms of break 

oven points of product mixes which are common oxercisos in tho large industries. 

Tho  training would concentrate on similar aspects.- ' 

ThiB work is already being done through management training organised under 

tho DC (SSI).    Tho range of the courses on marketing could bo enlarged and so also 

y Soo "Scloctod Markoting Considerations for 3mall Business Managors in Developing 
Countries" by Russell Lof tus ( ID/WO J24/2) 
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the participation of the mil uniti in then. 

ftiwwtly •roloyod in Selling ih» froduota 
¿JLJSBVJBSSSL 

Although it is ooaajon knowledge that the product» of wall industri« are 
distributed by Middlemen, it i« surprising that no thought has even been given to 
providing training to thi» very large foroe of salesmen.    Sino« there ia no 
isMdiat« proepeot of diverting the marketing from tham it ehould be tha oonoem 
of development aganoiaa to provida than with training for better marketing. 
It ia one of tha araaa of development to whioh aerioua thought ahould be given. 
It would be a worthwhile addition to vocational training also beoauaa a muoh 
larger number is engaged in the vocation of selling product• than in many of the 

fields in which trainine is being provided. 
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EPILOGUE 

The results of the various measures narrated in the foregoing soot ions indi oat« 

that the developments that result from them are not ooramensurate with the monetary 

resources put into them.    The main reason for this is mentioned in the preamble to 

this note, namely the abaenoe of roots of any service artificially introduced into 

a commercial meohanism which operates according to a logic of its own.   Whether it 

is quality marking,  produot designing, demand assessment or introduction of new 

modes of distribution, it is the participation of the manufacturer, distributor and 

the oonoumer which is essential to malee it a success.    Logioally the persuasion and 

conversion of these participants to the practioes of modern marketing oould result 

in a more spontaneous growth of better markoting than the grafting of a few modani 

practices organi asd by non-commercial organisations into the highly integrated and 
inter-balanced operations of a market. 

It should be considered, for instance, whether the few million rupees spent on 

quality marking, whioh is not a great success,  would yield better results if thsy 

were spent on persuading the manufacturers and the distributors that there is no 

B pec i al advantage in producing understandardised goods because competition does in any 

case level down the margins to on average.   This,   illustrated with aotual oase 

analysis, would carry conviotion.     To quoto a live case, ooir is adulterated by giving 

it a higher saline content.   On checking the difference in the price of adulterated 

and unadulterated ooir fibre» it was found that there was no advantage in selling 

the adulterated product, but then,  why was the praotioo rampant?   It was found that 

adulteration being a standard practice, anyone who wished to sell unadulterated 

fibre had to put in extra canvassing for its sale.    If ouoh a canvassing is done by 

a development agency, perhaps quality of ooir would improve without requiring any 
quality marking assistance, 

Turning to another related field, the introduction of a modern distribution 

system.    It would be useful to determine to what extent large-scale mailing of 

literature to retailers detailing the advantages of using cash registers, self-servtoe 

and the eoonomies of large-scale purchases, would lead to the organisation of new 

forms of selling.    It may cost much lese than the outlay noi/ required for organising 

mammoth marketing operations by the govomment.    Similarly, it would be worthwhile 

to project the effects of a mailing service to,   eay, n thousand small knitwear units 

giving them information about oolours, fabrios,   sises and pattern of hosiory popular 
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in other omntriea or a uailar —rviot to aaohine tool aanufaetarere giving detalle 

of Mall aaohinee ueed abroad for prooeeeoi itili don« by hand in India,   On the 
faoe of it, an e^enditure equivalent to the retention of two foreign designerà of 
furniture for a year would bo «oro than the ©oat of reproducing «ulti-ooloured oopiae 
of 200 pieoes of goo* furniture from design books and distributing than free to a 
faw thousand anali manufacturera in India.   Suoh a servieo ahould normally improve 

designing muah fattar than the maintenance of a designing oentre. 
In a nutnhell the formation of the oorreot methodology of introducing ohangaa 

is M important aa determining the areaa that oall for development. 

I 

1 

„X.    J«'.-'-X ..tjij    .t.,..r..-i..   ,-.,... , .¿...A i ...,.*«.— ^ 1 „ifajfcäüiatifc. mmÊmmm m 






