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Freface

The backgrcund

The rapidiy changing industrial and socic-economic environment in the
modern world has created many opportunities but also many hazards both

in the public and private industria! sectors.

An industrial enterprisets basic objective is to attain the hirhegt
level of operational effectiveness, competitivenese and economic profitability
within the national framework of economic expansion and technological

progress,

Achievement of the above objective largmely depends upon the adequacy
of marketing policies and the effectiveness of marketing and distribution

strategies, methods and facilities,

The industrializing countries need to adopt and davelop such marketing
techniques, in order to attain expected eccnomic targets at enterprise,
sectoral and national levels, as well as to improve the competitive profile

and the demand for locally manufactured products,
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The nrogram

The Indistrial Marketing Meetin~ was intended for gevernment officials,
industrialists, experts and other proirssionals concerned in the application
and development of modern marketing corcepts and techniques suitable to the

environment of developing and least developed countries (LNCs).

The program was built upon a series of papers presented by highly-
qualified rarketing experts. These papers relied heavily on case studies
and stressed the importance of the nmarketing function asg a dynamic force
for industrial expansion and 8ocio-economic progress. The principal topics

for discunsion were:

- the interrelation of national development objectives and

3ectoral or firme targets;

- the importance of marketing information and coordinatio:. then

planning and implement ing industrial development stratecries and,

- the impact of competition an® the importance of effective

marketing policies and atrategies based upon the




cooreration among national enterprises as well as among the developing countries,
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Purposes and objectives

The sbjectives of the Industriai Marketing Meeting were the following:

a) -

b) -

4) -

to advise public and private enterprises and instiiutional bodijesn
from developing/industr'ia]izing countries on practical aspects of
marketing and distribution at domettic level in order to stimulate
interest, know-how and expertise, by exposing the participants to

modern marketing concepts and technologies;

to enhance industrial managers' ability to identify sipmificant
market characteristics and environmental forces influencing stratepic
decisions. These forces include industrial, economic, social,

physical, technological, logistical and cultural factors;

to help national authorities and institutions in assessing the
relevance of critical marketing factors within the context of

socio-economic development;

to provide the varticipants an opportunity tc¢ exchange experiences

and discuse practical marketing problems concerning:

~ Marketing strategy planmning systems

- MNarketing organirzation methods

- Pricing policies and methods

- Promotional, communication and merchandising syetems
- Distribution and logistic techniques

-~ Methods of forecasting demand potentiale

~ Market megmentation techniques

~ MNarket research and information syctems
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- Marketing nudit methods
~ Value and impact »f naticnal rarketing inst)tutions
e) - te develoo in the nartic i nim the cavacity far rignrous analysis

of marketins nrobleme, wit: © »tipglar reference to fandamental
asnects of markating strator ‘lann ing, ineluding product
vlamnine, nricing, distributicon and oromotion and research,
Tn this contaxt, emphasie wan plied nn intaprating the markating
factor in national industrial develorment plans as a revenue
producer, as well as a vital element far the achievement of socio-

economic obieatives at national, sectsral and regional Jevels,

Methodnlogy

Followine an introductory nhase, *to familiarize varticirants with the

meetine's acope and obiectiver and with *he modern marketin.- concept, the

programme developed alongs two orincipal lines:

1) it oovered topice such as the role of Marketing in the rontext of
the economic growth of the Industiry Séntcr, inducing indiztrial
investment, renerating new and better employment epportunities,
ortimizing the use of local resources, reducing Balance of Trade
and Pavments gaps, encouraging the expansion of the demand and the

comoetitiveness of locally manufactured products; and

2) it concentrated on techniques concermed with Marketing-Mix plamning

and the organization, imolementation and audit of Markefing operations.,

In this phase relevant aspects of Market Information Systenms, Forecasts,
Distribution, Logistics, Pricing, Product Planning and Launching,
Communications, Promotior., etc., were discussed to provide the

varticipants with an orportunity for team-work,




The Meeting concentrated on panel discussions, with the experts
acting as discussion-leaders, to induce maximum concentration on
relevant topics, practical problems and the search for optimum
solutions. It focused on actual needs, realities and experiences of

least developed and developing countries.,

Documentation and Language

During the Meeting a number of papers, including those prepared by

the participants, was distributed.

The working language was English,




Introduction

Growth of the industrial structure in any country depends primarily
upon expansion of the market demand for locally manufaciured products,
Careful planning is needed to avoid Producing items for which there will be
no sarket or such a feeble one that the misguided effort results in a loss

to the economy,

Some basic definitions

A "market” is not merely an abstract or geographical concept., It means
people and/or institutions, having manifest or latent needs and requiremenq
motivations and objectives which identify the dynamic profile of. the demandﬁ

according to priorities ond in relation with environmental specifioations,

"Marketing" is the "strategy of the offer," which aims, on the basis of’
information on economic realities, at improving communication between the
industry and the market so that actual oxr potential demand is followed by

purchases of goods or services in accordance with the objeciives and

expectations both of producers and consumers/users,

The "marketing-mix" is a technicai expression for quick reference to a

basic compound faotor in maxrketing strategy, i.e., the interaction of the

four eloments of Produot, price, promotion and distribution.

Usefulness of the above and other marketing cocncepts largely depends
upon the drive and imagination of the individuals who seek to apply their

principles, They should encourage marketing~men in developing countries to




enlarge their repertoire of marketing techniques,

Improving marketing polioies and strategies

As observed in the prefacs, responding to changed environmental
oonditions is one of management's most significant tasks, Its success in
achieving desired results is largely dependent upon its efficiency and
expertise in planning and carrying out polioies and strategie¢s in such a way

a8 to malke maximum use of available resources to meet market demands,

Inasmuoch as effeotive marketing policies and strategics are wvital factor
in economic and structural expansion of the industrial sector in developing
countries, it is very important that these countries develop marketing skills
espeolally in Planning, promotion, and distribution of locally manufactured

goods,

A major aspect of economio development is the balanced interaction of
"supply"” and “"demand" or "produotion" and "consumption," operationally
identified as the functions of "manufaturing” and "marketing,." These facto:

are inter-related in suoh oontexts as:
= forecasting demand potentials and produotion requirements;

= planning and development of financial, material and human resources;

= the kinds of output and marketing-mix strategies (product planning,
pricing, promotion, distribution and service),

Given the high importance of marketing policies, strategies and
teohnioal know=how in enoouraging demand for an increasing productivity and
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competitiveness of products manufactured in developing countries, it would
be extremely useful if managers and government oificials gpoke the same
marketing language and appreciated the importance of the market impact as a

generacing force in industrial expansion,

In focusing on certain relevant aspects of wmarket strategy, the
Industrial Marketing Meeting had these principal objectives;
= to review and discuss marketing strategies and methods in the Third
World;
= to lllustrate marketing concepts and techniques for the use of
industrial enterprises in :Lnduatrializing/developing couatries;

= to stress the importance of marketing in conneotion with phenomena and
Problems confrontins industrial expansion in developing countries; and

= to suggest an action “rogram to improve marketing know=how in
developing countries,

This approach was intended to aseist industries in doveloping countries
to adopt and develop modern marketing teohniques as an aid to profitable
expansion of their activities and to achievement of economic and sooial

objeotives in aocordanoe with the goals of national development plans,

Marketing in a human dimension

The whole field of marketing centers uround a specific theme, i.e.,, how
to design and carry out a "strategy of the offer" in relation to the
provuil:lng pattern of the demand, Recent developmentsin such areas as
‘aonsuners protection and conservation of tho snvironment indicate clearly

that more u'_etontion must be paid to the goale of soclety and not merely to




sound business considerations. There is a general expectation that the

futurs will be brighter and that more products and service will be available
to satisfy human reeds and requirements, The developing countries, with 7
rising economic levels and lifestandards, share with the most advanced

societies the expeoitation of eamomis abundanose,

Thus the marketing role extends well beyond mere profit considerations,

Increasing expenditures are enoouraged to help solving some of tre fundamenin)

T

problsms that both developed and developing nations are facing today,

Among such problems are:

= tho search for Peace, sinos psace and scoio-economio Progress are
strictly correlated;

= reneval of urban areas, closely related to marketing practices;

= reduction of the gap betwsen "have" and "have~not" societiesy

preservation of national ressources; and

prevention of degradation of the natural and social environments,

Government agenoies alone cannot cope with these tasks, They need direc
cooperation of business enterprises, and business executivus ought to face uj
to their social responsibilities, Consequently, development of a human
dimension to marketing practices is required if everyone is to achieve to th
full extent of his capabilities, Older People must be able to Play their
rcle in a dignified mannerj the potential of the young must be recognized;
and contridbutiozs of men and women must be equally acoeptabls., Marketing
Plays a two~fold role in this contexts

= respending to social challenges in the same eense &s the government j
and other institutions, and g

e Tt




= participating in cultural and economic afforts exceeding mere profit

considerations,

Industry faces a dilemma in #Very .ountry, On the one hand it must
make a profit to survive. 1In so doing, it provides work, which in turn
contributes to improving the living -tmgiards of the population, On the othe
hand it must meet its social obligations, which at times may conflict with
the profit motive., New marketing concepts and tools are needed that encowgge
production and achieve socio-economic goals of stability, welfare and

employment,

The dilemma of the affluent society

At this tvime, as in the past, the amount of inoome available to the
individual determines how much he can spend., This situation is likely to
Shange by the year 2000, so that with greater wealth the major constraint
upon individuals will be time and not money. As time takes on greater
utility, affiuence will permit the purchase of more time=saving products and

services, Related to this is the ocncept that many consumer: now desixre the

use of products rather than ownership, The symbolism of ownership appears

to take on less importance with inoreasing wealth and welfare,

What will huppen when People will have surfeited their needs, after
acquisition of the third automobile and the third or fourth house? They may
then become concerned with ha@or values and the spiritual life, those
intrinsic concerns which 1ie abdove safety, self=satisfaction and survival.

The vorld may reach Shis stage of affliuence vithous having developed an




acceptable justification for its present economic system, and for the
eventual abundance and relative leisurs vhich it will supply. Herec is a
challengs for markeiing, What is needed is a set of norms and a concept of
morality and ethics that torrespond to our conditions, This suggests that
basio conoepts must be changed, a zeal difficulty because People have been

trained for centuries to expect little more than subsistence.

In thinking of abundance, one usually considers only the physical
resources, capabilities and potentials of our soclety, But abundance also
depends on the society and oulture itsslf, It requires natural and
sociological environments that enoourage and etimulate achievements, 1In
large measurs, eccnomioc prosperity xesults from certain institutions in our
sooiety which determine our pattexrn of living, and not the least of these
institutions is marketing, as it is *xpressed in new approaches to product
development, the role of ¢redit, the use of planning and research and the

management of innovation,

Vhat are ths boundaries of marketing in human socicty?

Thie important question has no simple answer., But surely these

boundaries nov extend beyond the pxofit motive, for the trend is toward a

broadening recognition of greater social responsibilitiss == the desvslopment
of marketing's social role as human dimension,

The emerging view is one vhieh does not take issue vith the ends of
customer satisfaction, the profis foous, the market soonomy, and industrial
erovth, Its premise seems to be that the tabks of markesing m}::nccuunt
responaibilities are wider than purely economio ooncerns, It views the
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maxket process as one of the controlling elements of the world's social anc
economic order, because markexing is a social instrument through which a

standard of living i1s tmnsmitted to soclety.

Marketing's social role hae been ..ressed in recent years by such con¢
a® those involving safety standards, pollution control, Packaging rules, et
A proper appreciation of the marketing concept will recognize its oreative

values iu its human dimension ae a tool of soclo=economic progrese,

Ths marketing environment

Marketing etrategy requiree attention to the marketing environment, no
only to whom the people are and how numerous they are, vut also to how they
iive, where they live, what are their special needs, intorests and motivati
Population is an important factor of the market economy, but is far from be:
the most important. If it were, China und India, with their vast populatiol

would be the largeet markets in the world, which they are n.:.

The types, quality and quantity of goods and services required by a
society wmainly depend upon the economic structure of the market, which is

generally identified according to one of tue three following classificationd

1) gubsistence economy, charaoterized by a market environment where th
large majority of people are engaged in agriculture, consume most o
their production, and exchange the rest=-four necessary goods and
services. Such a market environment may also be characterized by

availability of natural Frerources, wvhich are generally exported as

rav saterial,




WM' characterized by an increasing number of

domestic manufacturers and a growing middle=class, demanding types
of goode and servicss generally not required in the above mentioned

economic arsaj

A4 d indu my, characterized by very large industries
and capitals, advanced specialisation, skilled man=power and

predominant exports,

The marketing environment ie additionally identified by the income level,

vhich is deo dietinguished in 3 epecific categories:

1)

Yery Jov individual income, particularly present in the subeietence

economy areas, where etarvation is present and home grown food and

home made goode and services constitute the bulk of the market;

Yery lov and very high individual income ., where most of the

population ie poor and a minority ie very rich, the masses live on
subsistence farming and the rich live on the import of goods and

services;

Bedium and high incomeg, vhich is dmracterietic of industrialized

nations, lov income tend to declins, workere are organized in unicu:

a
and the result is generally large middle-clase, called class-loss

society, where the posseseion of consumer values is greater and
vhere taste and individual etatus operass the basic choice for
produets and services,
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tecommendntions

The representatives of the Developing Countries ra ticipating ir the
UNIDO sponscred Excert iroup Meeting on Market ing “anapement and Strategy
t~r th~ Develoning World, held in Vienna during the pericd December 2-7,1974
unan: mously approved the following Resolut ion, comprising ceries of
recommendations respectively submitted by the representatives of Jamaica

and of Tardnng

" We, tr~ narticipante in the UNIDO sbonsoréd Exvert Oroup Meeting on
Marketing Mar..cement and Strategy for the Developing World:
- Ccnuidering it nrresent state of development and conditions
prevailing ir cur respective countries, and in general in the

Developing World,

- Stimulated, enlightened wnd rewarded by the various presentations

and discussions provided during the meeting,

- Rocomizina‘ the need for awakening both public and private mectors
in the Developing Countries to the benefits to be dereived from
effective marketing information which relates to bresent and potential

consumer trends, activities of Success ul competitors, and rural and

urban customer needs and aspirations,

- Rulizigg that effective marketing policies, institutions and Jystems
Are necessary to improve and develop industrial and socio-economic

conditions an well am the quality of life of the Peoples of developing

countries,

- Aggmutig‘ that knowledge, application and practice of marketing

is today a prerequisite to successful expansion of domestic and
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axternal markets as well as to maximize investment returne at toth

public and private industrial sector levels,

- y_oli_yx that Developing Countries and least Developed Countries
require stabilisation of the markets of raw materials, commcdities and
industrial products, and also need more rational production, distribution
and promotion methods, in order to expand both the offer and the demand

in the internal as well as extermal markets,

- Rocomi:igg that UNIDO, through its Industrial Marketing Programm
of technical assistance and with the suvport of all U, N. Member States,
can held the Developing Countries improving their marketing facilities,

techniques and know-how,

= Aware that Industrial Marketing Centres already established or to be
created in Developing Countries with UNIDO's help would represent an
invaluable body of experience to study, encourage and coordinata local
marketing initiatives, as it can be required to improve the national,
regional or sectoral marketing conditions, in accordance with the objectives

of national development plans,

- Mindful thai the Expert Group Meeting on Marketing Management and Strategy
for the Developing World has fully focused upon the need and urgency for
UNIDO'e technical assistance in all areas of marketing development in

the industrialising countries,

Resolve thats
=~ the Governments of all developing countries as well as the United Nations
Development Programme (UNDP) should consider as a matter of priority the provision

of technical assistance through UNIDO for the establishment of Industrial
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Marketing Centres at national a.nd/or sub-regional level to carry out the

following tasks:

-~ AssiBt both government agencies and public as wellias private
enterprises in all aspects of planning and development of marketing

policies, strategies, facilities and techniques,

Develop a body of local marketing specialists, consultants and

regearchers operating as a national marketing advisory service,

- Coliect, select and distribute marketing data and information bearing
on 11l phases of planning and implementation of industrial development
projecte, and build up a Marketing Data Bank for the use of national

enterprises, institutions and Government agencies,

-  Encourage cooperation among local industries, institutions and

educational bodies, at national and international levels,

- Identify all possible marketing opportunities related to cooperation,
subcontracting or joint ventures in order to maximize existing national
assets and act as a marketing clearing house on the occassion of

specific negotiatione, at :..ational or international levels,

Further, it is also resolved that the fullest advartage be taken of UNIDO's

Industrial Marketing Programm, both in its short—term and long-term technioal
assistance activities, such short-term help to include, in principle, the

following projects:

-  special advisory or exploratory missions to study the actual state- 1

of-marketing in a given country, region or sestor of industry,
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thereby discovering needs and priorities and recommending appropriate

action programs to improve the marketing performance of local product:

= ad hoo market or oonsumption studies, to determine the actual or
potential aspects of the demand and the strength of competition
prevailing in the domestic market, as wvell as the feasibility of aew
industrial investment or diversification programs}

= specific field or desk research designed to collect relevant marketing
data at quantitative or qualitative levels g0 as to guide local
authoritiee or enterprieee on oppertunitiee, ohanges or other critical
faotors tending to hamper or stimulate the industrial offer or the
expansion of the domestic demand (product specifications, distributior
packaging, logietic facilities, methods of promotion, credit and
collection eystems, prices, market information methods, etc.);

= short«ters aseignments of marketing experts, to give direct consulting
assistance to Government agencies, departments and private or public
enterprises in epecific areas of strategic or operational marketing
(warketing planning, prioing techniques, purchasing, sectoral
oooperative promotion oampaigns, national fairs, merchandising,
ocooperative distribution systems, marketing audit tecnniques, researcr

marketing management seminars, eto.);

and such long=term assistance to include formulating and implementing larger

projeots, such as:

= orestien and/or developmens of Industrisl Marketing Centers, i.04
integrated recearch, consulting, promotion and training institutions,
having the purpose of sustaining induetvial grovth by improving
marketing facilities and expertise through the provision of servicee
and data %0 Gevermment agencies and local enterprises, ae well ae by




stimulating and oocordinating marketing efforts of national, regional

or sectoral intsrsst; and

Marketing Consulting Servicss, to old and newly sstablished entsrprise

of any dimeneion, as well as to Govornment agencies, development

oorporatione, financial institutions, industrial associations, sectom

cooperatives, eto.,, with speoial reference to improvement of msthods,

systems and expsrtise in the arsas of's

product planning, diversification and new produot launching;
marketing costing and auditing;

marksting research and marketing information systsm (MIS);

marksting regusntation and promotion stirategies;

organisation and control of marketing functione;

selling and post=salee ssrvics systems,

distribution msthods and logistic eysteme (dupo-itn. warehousing, et¢
marketing incentives schemes and oredi: systems;

techniquses for assessing ths feaeibility of new vantures (new
markets, new or revised product lines, nsw pricss, ncw distribution

policies, expansion of production, Jointevantures, mergers, eto, )}

mothods for prioing produots;

narketing management devslopmant;
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The Expert Group wishes to place on record its deepest sense of
gratitude to Mr. Eduard Napoliello, Director of the Industrial Services and
% Institutions Divieion of UNIDO, for his leadership and foresight in making
available UNIDO funde to hold this meeting on a subject of such vital
A impoxrtance to the Devsloping Countries.

It aleo wiehes to record its debt, and that of the whole marketing

‘ profession, to Mr. 8,P, Padoleochia, Chief of the Industrial Marketing Unit
\ of UNIDO, for hie selflees, dedioated, and highly professional services to
the cause of economio development of Developing Countries by encouraging use
of marketing technology.

The Expert Group ie aleo deeply indebted to the able speakers who have
contributed eo muoh to making the meeting a euccess, and to the observers whe

have enriched the proceedinge by their contributions vo the deliberations of
the meeting.
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Part one

1. Organization of the Meeting

Participants

The Expert Group Meeting on Marketing Management and Strategy for the
Developing World was attended by repreeentatives of Colombia, Cyprus, Egypt,
Ethiopia, Gambia, Ghana, Hungary, Iraq, India, Jamaica, Jordan, Lebanon,

' Mauritania, Mexico, Pakistan, Panama, Romania, Senegal and Somalia, as well
as by observers from various international organizations, within or without

the United Nations system (F.A.0., I,T.C., I. I, Ms T., eto ).
Agenda of the Meeting

The Agenda involved presentation of a preliminary report by Mr. 8.
Padolecchia of UNTDO, and of six papers by marketing experts, with intensive
discussions of their contents, as well as parel discussions on all aspects
of maerketing in the developing and the Least Develoved Countries (LDCs).

', It proceeded as follows:

ERE SO

; AQENDA
2 December 1974 1. Welcome and preeentation of partioipants, disoussion
Morning (9.30) leaders and observers,

2. Opening address by the Executive Director of UNIDO.
Afternoon, 3. Ubjectives and struoture of the Mesting and review
of the Programme,
4. Marketing in the developing ocountries. The concept
;o of Marketing in the context of the industrial and

CESAL G bl e

economic expansion of the developing world,

(Mr. S. P. Padolecchia)




3 December 1974
Moxrning

Afternoon

4 December 1974
Morning

5 December 1974
Morning

6 December 1974
Horning

Afternoon

7 December 1974
Morming

3.
1.

2.
3.

b

1.

.
b

e

4o
1.

2.

3.
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Disouseion.

Planning industrial expaneion through domestic
marketing in the leaet developed countries.
(“I'o T.Co MO\I)

Disocuseion,

‘Development of Marketing Supporting Services in

developing countriee. (Mr. W.A. Gohar)
Diecueeion,

Researching and methodologiocal problems of the longe
range planning concept of the distribution system
of Budapeet. (Mrs. Magdalene Hoffmann)

Discussion,

The organismation and the physical implementation of
marketing functione in the developing world,
(Mr. Ho Mylenbusch)

Discuseion.

Planning marketing pcliciee and strategy for
industrial growth, (Mr. P, Duenas Bernal)

Discussion,

A framework for marketing etrategies in the
developing countries. (Mr. H.H. Hinterhuber)

General panel disoussion on specific aspects and
probleme of marketing and distributing in the
developing ocountries.

Continuation of general panel diecussion, followed by
drafting recommendations and conolueions.

Special session for discussion of specifio marketing
and dissriduting problems requiring UNIDO teochnisal
assistance,
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M et he con

devel ng world

Marketing defined

In the oontext of the process of industrialization in the developing
oountries, marketing has not Yot received the reccgnition and attention that
it mexrits.

Basically, the concept of marketing is very simple, being based on the
fact that no matter how excellent the product, it will not sell unless there
is & demand for it. Experience shows that a large number of valuable producty
have failed to sell simply because not demanded by or not appsaling to

potential oonsumers or users.

Various are the definitions of marketing., We define marketing as "the
strategy of the offer", In other words, marketing is a strategy based on
constant observation and interpretation of the actual and potential

charaoteristios of a market, which induces the creationm and/or adaptation of

polioies, systems, struotures and methods for improving communications betwee:
producers and consumers, in order to satisfy the demand for specific goods
and sexrvices, thus achieving oontinuity of work, profits and balanced
expansion to the sector making the offer.

Marketing in the developing world

Most activities related to the process of industrialization in
developing countries have oocasionally souched on marketing factors, inasmuch
&8 overy indussrial development project has to take into account the market
potential and the markesing environmens, Bveryons will agree that there




cannot be production if there is no market, Neverthelees, only in those
countriee that are more advanced on the road of industrialization has a need
been falt for improving marketing technology and expertise. 1In genetral, the
main concern in the developing world is still to set-up factories and to
increase production outpus and/or produotivity., It is only when a number of
local induetriee develop, competition grovs and demand inoreases that there
is an avareness that the marketing faotor is no leee important than the
financial or the production factors, and that action i° needed to improeve

marketing methode, syetems and structures.

The Far East is probably the aregwvhere develcping ccuntries have
reccgnised more fully than elsevhere the need for improving marketing policie:
structures and strategiee, even if in the recent times several countriee in
Africa and Latin America have Trequested UNIDO technical assistance in the
marketing field. UNIDO experts have been sent $o such countries to make
specific studies and to design and implemont projects concerning the orsation
of local marketing institutions, the establishment of marketing informasion
systems, the improvement of product design, the development of distridusion
or promotional methods, and the improvement of sarketing management expertise

Marketing is one of the fields of Banagesent; poor marketing is usually
an indication of industrial sanagement difficulties on a wider fromt.,

In the developing world, the struggle for eoconomic and industrial |
development is fought on many fronss, of which marketing is only one, bus
oertainly one of the most critical. The imporsance of marketing as a

development factor is fundamental to its role in consributing te structural




and economio expansion of the industry sector, as well as to the formatior
of the G.N.P,.

Industrial sarketing stratsgy normally takes place in tihe contoxt of
industvialisation and is a consistent part of a country’s unonomic

ievelopment process.,

S$ince industrial marketing develepment takea normally place in the
Jontext of a broad and comprehsnsive industrial development programs sound
keting esrategy requires censistency with ssctoral Plana, at quantitative
d qualitative levele, in adherence %0 an satablished eystem of priorities
d in relatica %0 astual objectives of ths National Development Plane.

Both ebjectives and prioritiee ocan ariss only out of a careful study of
$ and consumption Srende. The time and money speat in obtaining a
omplete view of the market environment within wvhioh the industrial
evelepment plan is %0 proceed is the least costly inveetment that cen be
ade. The complexity of the markes$ environment requires that evsry industris
2 inveetment decieien must be epen to revisien in the ligat of changing
et faotore e0 as S0 take advansage of any poseible modification in the
d pattern,

Narketing as an aid $0 imdussrial development

The substaniive olements of an industirial mearkesing strategy are she
bet diveree and specialised acsordiag to the changing market situasion, even

» hovever, experisance validases some principles of general applicability.

It 46 likely that mere significant vaste has been caused in indussrial




developmsnt programs fros decisions taken with inadequate knowledge of the
market than from any other singls factor. Industrial decisions, in fact,
are necessarily based on markst and consw ption studies, which focus upon
vonditions, opportunities and trsnds so as ‘o achisve socio-economic and

industrial targets and to minimise investm:nt risks.

It is clear that the formulation and implementation of industrial
developrsnt projecte are linksd to market conditions, Consequently, adequate
marketing policies, etrategiee, structures and information represent the

key~factors in euccesefully achieving induetrial development objsotives,

Analyeie of market dsmand

The analysis of market demand to verify the accsptance or ths consumption
level of a product and the benefite that an enterprise can expect from
marketing such product is an essential but sometimes neglected factor in
developing countriee. While thsre are cases where the market appears
eufficiently promising to a specific indu.trid. initiative, there are . her
eituations in which there may be a great difference between the value of such
initiative at the level of a single industry and of the national economy ae a
whole, In fact, the marketing of products having low profit margin
contribution to the individual sntsrprise may have a surplus of valus to the

national economy, or vice versa.

The prsliminary ecreening of a market, to idsntify negative factors ovr
potential opportunities, can enrich and orientate she decisions of bvoth

government admisietratore and industrial managers.




Induetrial marketing strategy

An induetrial marketing straiegy will almost certainly fail unloss it
furnishes the preconditicns for improving marketing policies, structures and
methods. More subtle, but more far-reaching and fundamental, is the
j improvement of a markesing attitude and expertise at all decision-making

levels. To the extent that this occurs, all other measuree will be facilitats

UNIDO's experience showve that cne of the key institutional elements in
implementing industrial marketing strategy is creation of specialized
institutional facilities having high profeesional marketing competence. In
some developing countries such institutione already exist; in others, their
functione are present but are being exercieed by a variety of sectoral
promotion offices scattered throughout the governmental structure.

Succsssful marketing development requires that these functions be Centralized,

placed in competent hands, and backed by effective policies, as vell as

supported both by the government and induetry,

Industrial oarketing csnters

she eetabliehment of such marketing inetitutions, sometinos called
Industrial Marketing Centsrs, norsally has a positive impact both inside and
outside the country. It demomstrates that the oountry is seriously concerned
with marketing-oriented industrial development, and aleo indicates that the
sxpansion of bosh the producer and consumesr sectors is coneidered as somethin;
that is not expected te take place withous major, co=ordinated effort, at
national, regional and sectoral levels, in accordance wvith ths ebjectives of

ths country plan.
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The role of a marketing center is primarily to provide stimulus and
leadership in mobilizing resources for aconomic and industrial expansion,
working closely both vith the governmnent :nd the industry sector as advisor
on a wide variety of policy and opsration:l questions, dincluding credit,
tariffs, standardization, quality control, “esearch, management cducation,
distribution, promotion and development of logistio and transportation
facilities. The marketing center normally operate as a monitor, from the
point of view of industrial development, to identify barriers to expansion of

both the demand and offer, at domestic and external levels.

Such a central marketiug institution normally is located midway between

governaent and the industry sector, with a mixed govermmenteindustry governing

body.

The marketing center may develop a range of regional spocialized offices
providing direot technical assistance and marketing consulting services at
regional lsvel, In economies where this kind of central marketing 1n-t1tuuonf
is not present, or where its effectiveness has besn limited for any of a ,

varisty of reasons, early attention to setting it up or strenthening it whers

it exists is vital to industrial development strategy.

The marketing oenter, as a specialised institutiomn for the improvement
of communications between the sectors of the offer (producer) and of the

demand (consumer), ideally providss the following servioces at a high level of §

skill and a low level of cost relative to value: marketing policies advice,
product quality and image development, collection and disseminetion of

oconsumption and market data, distribution logistics improvement, marketing




managsment consulting and development. It follows that, although initially
it may be eubsidised by government, it can be e¢ organized as to achieve

substancial financial indepsndence at the sariiest practicable date.

S0 far as experience may be relied upon ae a guide, 1t suggests the

importance cf some basic procedural elements for successful results:
a) early formulation and use of quantitative objectives;

b) adherence tc a system of national, regional or sectoral priorities
for development}

6) weliance on sound market information to assist policy decisions;

energetic promction and ¢c=ordination of marketing and distribution
activities at national and regiocnal level;

creation or development of adequate marketing and distribution
facilitiee and structures; and

improvement of marketing management expertise and skills.

Sub~-regicnal marketing activities

Another aspect of marketing development etrategy concerns the improvement
of sub-regional marketing activities. During the late 1950s and early 1960s
& number of developing occuntries in Asia, Africa and Latin America decided to
follov the example of Western European countriee which had, within the
framevork of economic integration schemes, recovered rapidly from the

devastating effects of the Second Worlid Var,

Thrcugh sub-regional market integratiocn it was hoped to achieve higher

rates of economieo growsh and tc acoellerats imdustrialisation procesess,




The attractivsness of economic co-operatiion, or common sub=-regional

markets, is considerabls to governments of many developing countries, aincs

mocst of them ars characterized by small domestic markets.

It must be stresssd, howsvsr, that rapid sconomic and industrial growth
based on small domestic markets alone is rather difficult. On the other hand)
merely to rely upon foreign markets for experting massive quantities of raw
and finishad products is far from being the solution economio and 1ndultr1
development problsms, since it increases the dependency of developing countri
on the outside worid and exposss their economies to the risks of 1ntornntiom;
inflation. In addition, both production and marketing of goods in devoloping
countries are characterized by standards and costs which generally are non= »
competitive, which indicates that they would hardly be suocsassful in

competing with aggressive and sophisticated international competitors.

In this context, sntirely new schemes of marketing strategy need to be
designed at national and sub-regional levels, which take into oonsideration X
functional marketing factors liable to inducs economic progress and industriaj

expansion.

Most developing countries have actually achisved a fair level of
industrisalisation and the major effort venture, at this stage, should be
directed tovards the identification and promoticn of the demand at domestic

; and sube=regional levels which has already, in various cases, proved otroctivo
and profitabls,

In Central America, for example, the sstablishment of the Andean sub-

regional markst has had a rather positive effect as a stimulant of industrial

‘ } expansion in ths partner countries. Several industries were established vhidl
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probably would not have been set up without the guarantee of regional oommon-
market opportunities for their products. In most cases, however, industrial
development plane have continued to be based on the national market pattern

rather than on the sub~regional one.

Sub=regional cooperation and the developing world

The question arises whether sub-regional market oooperation is a
convenient scheme to promote economic and industrial growth in the developing

world. This is a topic to be carefully etudied.

In some of the least developed countriee (LDCs) the possibility of
esconomio and industrial expaneion based on the domestic market alone still
exiets sinoe the import-substitution potential is not yet exhausted. Capital
technioal skille and managerial ability are much more important constraints
than the limited domestic market. However, the effectiveness of well
considered import-substitution policies and strategies on a sub=regional
baeie ie bound to be greater because of the advantages of economy of eoale,
which can be secured through the viability of eub-regional marketing projects
as well ae by improving communications between producers and consumers of

partner-countriee.

What seeme in thie oontext to be lacking in the developing world is not
so muoh the awareness of potential benefits, but the lack of vell=designed
marketing mechanisms, policies and strategies, whioh would guarantee that

each oountry gete its fair share of regionally baeed marketing activitiee.

The suoceee of a sube-regicnal marketing program depsnds, however, on the

techniocal ability to implement such strategy. It is likely thav sub=regional




mucketing centers could help co-ordinating individual and combined efforts,

exvertise and rssources of partner-oountries.

Designing & marketing development strategy is not equivalent to exeouting 3
it. As in sll eoonomio affairs, sound knowledge of the marxet environment

and of demand oonditions is vital if plans are to result in achievemente.

Conclusione

Market means ‘people®, and the objeotive of any development etrategy or
plan, is and remains the one 'to grant economio progrese and to improve the

quality of life, in tue developing world.

The overall theme of t-is Meeting foouses upon the adaptation of

marketing strategy to the particular requirements of the Developing World.

Our purpose here is to provide an analytioal framework of marketing
teohnology to find specific answere to oonorete situations, in a crose-~
fertilization soheme, bearing in mind that defining a problem is the single

moet important prerequisite to solving it.

In the text of the Declaration on the Eetablishment of a New Internationl
Eoonomic Order and of the Programme of Action, as approved by the General
Acsombly of the United Nations at its Sixth Speoial Session, among other,

4% ie otated that (quote) "all efforte shold be made toi

1I/a take measures for the reocovery, exploitation, development, marketin; §
and distribution of natural reeources, partioularly of developing i

countriees, to eerve their national intersste, to promote oolleotive 4

self-reliance among them, and to etrengthen mutually benefioial @
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intermational economio co=operation, with a view to brining about

the aocellerated development of developing countries;

II/b facilitats the funotioning and further the aims of producers
asecoiatione, including their joint marketing arrangements, orderly
commodity srading, improvement in export inoome of producing

developing oountries and in their terus of tradej

III/c oontinue and expand, with the aid of the developed countries and th:
international institutions, the operational and instruction-oriente.
technioal aeeistance programs inoluding management development of
national personnel of the developing countries, in the light of

their epecial development requirements;

IV/4 expand signifioantly in aseistance from developed to developing
oountries in programe of research and development and oreation of

suitable indigenous technology.

In addition, para. VII (Promotion of co=operation among developing
§ ocountriee) indicates that further eteps should »e taksn in order to:

o) promote and eetablish effective instuments of co-operation in the
field of induetry, soience, techmology, sransport, shipping and mass
communication media (marketing).

In our experience all developing countries have one obaracteristio in
ocommon] they are looking for impulees to etimulate their own action rather

than for patented medioines whioch allegedly will eoclve their problems,

Thie Expers Greup Neeting is intended to meet this need, by enabling

esach partioipant to make hie own diagnosis om the critiocal factors influencing
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the industrial development of his own oountry and to help in designing
guidelinee for the implementation of new and more effective marketing

etrategies, in the oontext of UNIDO's technical assistance program,

Ths whole oonoept of marketing revolve: around a single key questions
how to plan and implement marksting strategies in a manner oonsistent with
prevailing local market oonditions. Whoever hae the anewer to this question

j carries the key to eocic=economio progrese and induetrial expansion.

The market environment may vary appreoiably from one oountxry to another,
dus to such factors ae differencee in infrastructures, living-standards,
policies, economio conditicns, style and valuee of life, industrializatien,

population characterietiocs, purchasing pcwer, habite, traditicns, eto.

Unfortunately, marketing as a teohnology has not yet been develcped to
the etage whers one can eoientifically apply standard preeoriptions about
what marketing etrategy to implement under given market oonditions, This does
not mean, however, that it is not worth thinking about marketing in a
eystsmatio way. In sffect, the abeence or inadequaoy of marketing policies,
eyetems, etructures and expertise may hamper any attempt to accellerate

induetrial and economio progrees.

A modern marketing eyetem, appropriate to looal market oonditions, is a
vital factor for industrialisation. Only when marketing, in its basic aepects
of product planning, preduct prising, product promotion, product distribution
and consumption reeearoh, is given at leaet ae much emphaeis as production
planning, investment promotion or produotivity improvement, oan developing

nations hope to achieve the twin goals of rapid economio progress and

i
i
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competitive industrial expansion,

There is an enormous challenge in the context of industrial and agro=
industrial marketing development, If offere, first of all, an opportunity of
improving the lccal quality of life, making the best use of local resources,

and achievement c¢f economic independence to the developing nations.

In ocrganising this Meeting on the eubject of Marketing Management and
Strategy for the Developing Werld, we have endeavcured to seoure an integratec
mix of highly qualified inpute, based cn factual experiences and professional
expertiee of distinguished perecnalities, at governmental, industrial and

inter=governmental levele.

The general scheme of thie Meeting deals with the following topicss

= the oconditions of the markete in develcping countries and the impaot
of marketing strategy development as the key to sucoses in industrial
cperationsy

= the olese linkege between government pclicies and industrial strategic
within the framework of marketing technologyi;

= the rcle of marketing in regulating and developing loocal market
structures and practices in the context of actual and future demand
for locally manufactures gcodej}

= the harmoniszation of marketing policiee and marketing strategies as a
praotical mean to induoce economio and induetrial expansion, improving
the competitive image of national products, encouraging nev industria
initiatives and, last but not least, determining better standards of
1iving and the fulfilment of expeotations of the developing nations,

UNIDO considers that there is scope for inoreasing the number and type

¢
i
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of technioal ocwoperation projects relating to marketing in the developing
world. In oountries at an early stage of industrialization, help might
effectively be provided by carrying out market and demand studies or analyses
of market opportunities for new or expandi..g local industries. In more
advanoed developing countries, UNIDO teohni.:al assistanoe might tend to
improve local marketing policies, strategies, structures, as well as methods 3
of produot planning, prioing, promotion and distribution, including such allie ;
fields as partnerships, subeoontracting, industrial design and quality ‘

improvement,

There is also scope for increasing the number of fellowships in marketing 4
which until now has Leen negligible. A greater emphasis on marketing in the
programs of local training centers and educational institutions in developing
countries is desirable,as well as the oreation and development of Industrial

Marketing Centers, at national or suberegional levels.

If this scheme is successful and well received, at government and
industry levels, it could in the course of time oonsiderably raise the degree

of marketing expertise and the competitive image of looal industries, in

aocoordanoe with the established objeotives of progress of the developing worlc
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PLANNING INDUSTRIAL EXPANSION THROUGH DOMESTIC MARKETTaG_ IN
THE LEAST' DEVBLOPED AMONG THF DEVELOPING COUNT:IES

by
Theodore C. Trancu

The problem

A vastly complex discipline, marketing contains such ingredients as
"markst production,” "capital intensity," "technological coutent," "technicu,
skills," and "product merchandising" as well as others in various mixes aiud
proportions., S5incs its problems vary from product to product and f:rom ccuntr
to country, consideration of its implications in the developing country
context is a particular ghallenge because of the varying desrees of

development within this category,

Individual countries vary in degree of development within their own
borders. This fact can be well illustrated Ly most 0il producing countries,
which usually are characterized by a highly deveioperd extracting and possibly
processing industry, joined to a relatively weak industrial infrastructure,
Even some highly industrialized nations show two faces, e.g., Italy, with it

highly industrialized North aud its relatively poor and backward South.

Focus can now be placed on ways in which industrial expansion in one
of the least dsveloped countries must be planned througin domestic marketing -
marketing being undsrstood as the complsx strategy which comrences with an

asssssment cf need for the preduct, and continuss through its preduction and

ultimate sale to consumers,
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Definition of an LDC

It is not easy to define the term "Least Leveloped Country" (Lbc), for :
an .DC may dispose of some industrial structures which place if, from this §
single viewpoint, in a higher development bracket than a neighboring. For
this paper's purposes, an LDC has an essentially agrarian economy, is run by
farmers with very low per capita income, and has only the bare rudiments of‘
an industiial infrastructure. Therefore, the major planning effort must
concentrate on increasing food productivity, both in quality and quantity,
not only to feed the local population but to have a surplus attractive to

foreign markets,

Fallacies and dreams

It is clear that any planned industrialization in an LDC must have as
primary goal increasing the standard of living and improving the quality of
life of the rural population which constitutes the wvast bulk of its citizens.

%

Nevertheless, many governments of LDCs attempt to depress rural g

unemployment oxr underemployment by setting up industrial projects, often neé

large urban settlements, The insidious dangers frequently inherent in such -

projects cannot be overlooked.

In Europe and elsewhere,it has been shown how congregation of uprooted;
rural laborers at the periphery of urban conurbations creates a negative ané

congested situation which tends to have a snow=balling effect == to the

detriment of the quality of 1ife and the environment in general, Costly
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expenditures required by goveruments to improve conditions and provide neecdcd
additional services are by no means offset by amall gains in terms of
employment, And there usually are limitations on funds available for
expenditure, so that large numbers of people are unhappy over being constrain
to live squalid lives in an unaccustomed and unwelcoming mileau, "Bidonvilles'
mushroom and crime and vice spread because governments are not financially
prepared to meet the increasing demand for social investments in terms of

better housing, schools, public transportation, recreation facilities, etc.

This rapid and ill=considered industrialization is a dubious solution to
an LDC's economic program. Short range benefits may be badly offset by
permanent damage to the social fabric, An individual or family may be poor
in his or its own village but formes there part of an integrated society,
Trenslated to an urban dormitory slum, life frequently becomes alienated and

degraded.

Many developing countriss and some LDC's have ambitious industrial
programs. Some provide the indispensable minimum for an industrial base,
Many, however, are what we might call macro-projects =-- construction of
hydroelectric dams, establishing steel mills, developing mining operations,
etc. Some of these macro-projects must be accepted, although one wonders
whether more modest projects would not only be less costiy in terms of capita.

expenditure but also in social d.sruption,

To use & metaphor, t00 rapid industrialization can resemble throwing a

large stone into a shallow lake == it produces a vave effect highly damagin,

t6 13F@ in the take and possiblf fneni to the lake's natural shresimAdngn,
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The obvious alternative seems to be a weli nlanned, low-keyed effort,
with incentives to encourage growth of microeprou:.ction units almost at
craftsman, vorkshop scale, situated in rural areas -r in the vicinity of

small urban centers, and designed tos
- assist in developing local lkilll;

- provide work on the spot or within its natural surrounding for the

rural populntion;

» supply such population with the products it needs, both in terms of

quality required and price.

Such a process, given adequate incentives, can be ocompared to casting
a hundred pebbles into the waters of a dormant lake. Each pebble would stir
up some water, but the total stirring effect would neither constitute an
overpowering upheaval nor be completely nugatory. It would evoke the desired

response,

Or, to put it another way, why erect a cathedral in the desert?

Building 100 chapels would make a lot more sense,

This way of putting the problem is especially useful when looking at
professional formation of skills and encouragement of private talents and
initimtives. Building & cathedral may require 1,000 workers using diverse ?
skills, some digging the foundation, others cutting the stones, others doing :
the masonry work, etc., Their concentration on specialized skills, espscially
at the lowsr levels, will not enable them to understand the complexity of

the whole, Developed skills will remain narrowly compartmentalised. The

same reasoning can be applied to large industrial complexes set up by
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multinational enterprises in an LDC, with questionable benefit to the LDC.

Development of "chapels" or mini-industries, on the other Liand, would
have totally different effects upon the economy and the social fabric, the
j kind that would grow naturally from within and reach such a size as Lo
satisfy immediate demand -~ with room for growth as need for expansion was
: felt, Workers on small projects would develop a wide variety of skills and
: all would have an understanding of the overall manufacturing process. With
a growing market, experience acquired could be used to set up new "chapels",

etc,

A development very similar to that just described occurred during the
last 20 years in Italy, and has led that country from an agricultural ecunoay

4 to a highly industrialized one.

WVhere and how to start industrialization

To raise hlis standard of living, the farmer in an LDC needs the proper
work tools and to be shown how to use them, To go a step further, tLhe
"proper"” tools are those fabricated to meet his needs and priced so he can
: afford them, He does not need and does not want powerful and expensive
tractors or other complex farm michinerv, Such items are iuntended for

operations in a much more sophisticated environment.

Thus to03l requirements for the LDC farmer are s.mple == they can be

produced locally and their degres of sophistication must be a gradual

X development.
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The first need will be proauction of what might be callcd Generation 1

tools =~ such hand-operated items as steel forks, rakes, hoes, sickles, .
scythes, etc., which could take place in . mall workshops because of the low

input required e« small capital investnicnt, relatively cheap semi-fabiricated

3

A

rav materials, relatively low professional skills and slight technological

content. On the output side, the products would be for local requirements 4

e e

and priced accordingly to be within the means of local consumers. Digstribution
would be simple because such implements would readily find their way to local

markets.

‘Then there would be a gradual development to Generation II equipment,
and the same workshops wculd be ready (either by their cw~u power or with

outside assistance) to produce power-driven (horse or motur) equipment such

as steel plows (single or multiple furrow), cultivators, spinners, dung

spreaders, harrowers, planters, hay rakes, mowers. etc.

Aside from liberating man from hard toil, Generation II tools would

increase productivity and eventually output, Their use implies that the

2
7
3
3

farmer is acquainted with more complex machinery and knows how to use it,

and aleo that repa:r shops exist and that repair skills are teing develuped.

By now, the way is ready i'or Generation I1III equipment, with the
increasing complexitvy whid it implies., Its requirements, such as higher E
manufacturing skills, better professicnal preparation, higher iuvestments,
etc, can be met either locally or by introduction of foreign interests or a

combination. Typical of Generation III famequipmwent is the meghanically

very eimple, one piston, low or mediumepowered tractor, and other farm *f




machinery capable of responding to the now available horsepower,

The fine thing about the process described is that industrial growth i=x

attained gradually and naturally from within and not artificially induced

& through outside pressure, This growth has a snow-balling effect on the whole

economy, for a number of side benefits result. To mention a few:

work and repair shops begin cropping up in the villages and small
towns, operated by workmen who will have learned their skills step DYy
step in developing an ever increasing ability to handle and repair

sophisticated equipment;

these workshops will stimulate demand for workshop tools, and the
process will follow an evolutionary pattern; growing from Generation .

hand tools through the following generations of power tools,

Another example comes to mind, having to do with tires and motorization.

# In LDCs, all vehicles are highly valuable investments which cannot easily be
replaced or written off in too short a period of time. Yetl the rate cof
wear and tear is such that they deteriorate more rapidly than elsevhere.

Two solutions are available:

invite a big multinational tire producing company to set up a tire
plant on the national territory. This obviously would be located
close to a large harbor o: large urban area. The plant would be
capital intensive, wo:'ld require a reduced labor force and would have
production capacity well beyond local needs, the idea being to export
the surplus. Such a solution might have considerable appeal to local

government officials, yet it is insidious;
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= the second and infinitely more modest solution meets better local
needs and capabilities., It consists simply in encouraging tc
establishment of ons or several ..ucally owned tire recapping units, he
Among its benefits are ne
+ technology is simple and can be mastered by local technicians 1
assisted by manufacturers of tire recapping equipment or by those U
who make the rubber required to recap tires;
+ capital could be found locally, and in any case would be e
negligeable; a
+ production would easily find its way to the local market; s\
+ cost of the product would be well below the cost of a new tiure, ar
with roughly equal performance; and ‘7'
+ the plant could be set up where most needed, possibly well in the
country's interior, 1 or
o1
It is obvious that water plays a vital role in all our lives. This is 3 £
particularly true in the economy of an LDC. Without water there can be no e
agriculture, no animal husbandry, and of ccurse no industrial activity. In I
the case of many LDCs, water may be hard to reach and therefore technology &t
must come into play. The Dutch have lived with a water problem throughout
their history. Although Holland's problem has bee¢n how to get rid of water,
while the LDC's is likely to be how to get more water, the Dutch provide an
example of how lngenious the human mind can be when it faces up to a challonge
to survival. Holland has gained invaluable experience over the centuries in v
th

pump engineering, land reclamation, etc,

bi




In facing the problems of water handling equipment, tne well-digging
tools and equipment for an LDC should be made locally. Water extraction by
hand must gradually be replaced by water extraction with pumps, These pumps
need not have a high technological content but can be simplec hand-operated
piston pumps, which cost little, are easy to keep in repair, and are easy to

install where needed.

Water pipes need not be made of expensive steel, since modern technology
makes it possitle to produce plastic pipes from cheap materials easily
avaiiable on the market, in a variety of gauges, large and small, Mounting
such pipes, laid on the surface of the ground, requires a minimum of equipment

and technical skill,

Through the above simple techniques, water recovered from a well, lake
or river and pumped through pipes to a centrally located tank (covered to
prevent evaporation) will be available for a number of purposes beneficial to
the economy of an LDC at a relatively low cost. I cannot emphasize enough
how important it is to begin fostering a water-use industry in a small way.
It is surprising how fast a plant can grow once it has sunk its roots in the

ground,

How to go about Priming the Marketing Process

Some will object to the above suggestions on development and urge that

the process advocated takes time, that time is lacking, and tha: LDCs need

big plants today, big projects capable of producing for their neods, and




i
I
;

for exporting in order to earn foreign currency, which in turn will permit
bridging the industrialization gap,

:
These c¢bjections can be answered by pointing out that neither Europe nmz
America nor any of the highly industrialized countries started their i
indu: trialization process with the thought of supplying foreign markets, AL;
beginnings are modest and tedious, and there is no reaso: why they should be;
any dilferent for the LDCs. For many centuries, production in Europe was

carried o1t by skilled craftsmen ian small or larger workshops., When Europe&;

migrated v the United States, they took with them their skills and crafts, }

Early cru: .- worked for the immediate needs of their village. Later@
some of them, particuiarly inventive and full of initiative, achieved fame
beyond their immediate lo.ale, and their products would become sought over a.

greater area. Under pressure or demand, skills would improve, activity woulc

expand, and products be more widely disseminated.

Until the arrival of the Industrial Revolution this was the general
pattern of productive activity. Begiming in England about 1760, this
revolutien in industry spread to Central Europe and parts of North America
by 1837. It was characterized by gradual substitution of machinez for men
in many of the more tedious jobs, and depended upon inventions by & number
of brillient men in Europe and America who used their talents to devise ways
of eliminating hard work and drudgery long associated with the life of the

farmer.

In this context a little story may be appropriate about how an American

black smith named John Deere dweloped an industrial activity which loead to
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the creation of one of the world's largest farm machinery industrics.

For many thousands of years, farmers tilled the soil and reaped the
harvest in much the same primitive way. Pictures found in Egyptian tombs
show that the farmers of the Nile valley 4,000 years ago used techniques
involving draught animals and wooden plows virtually identical to those of

European and American farmere roughly 150 years ago.

When settlers from the East moved into tihe prairie. regions of the West
of the United States, they found a climate of immense extremes of hcat and
cold between summer and winter and a soil which was virgin and rich but
impervious to traditional plows, even when these were improved by addition ot
a cast iron point. Finally, in 1837 a young blacksmith named John Deere buil
the first self-polishing steel pluw, and thereby made it possible to open up
to farming a vast area in the West --~ Kansas, Nebraska, Iowa, etc., ==
which has come to be the breadbasket of North America. Soon John Deere moved
out of his small shop and into a factory, and by 1847 the fame of his plow
pad spread so that he was selling 1,000 plows a year. He then moved his
factory to Moline, Illinois on the Mississippi River to take advantage of the
water power and transportation facilities there available, as well as easier
access to coal., Today, some 150 years later, Deere & Company stands aso%ﬁe“f

world leaders in producing agricultural equipment,

The objection may be raised that the U.S. and Europe had 100 years to
grow, but today LDCs must catch up with lost time., This is tiuc, yct whereas

Europe and the United States had to progress through their ouwn unaiied effort

the LDCs of today have the advantage that the industrial nations are ready
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to help them with capital investment and know-how., The problem is how to
take the best advantage of the situation. This is the framework of thinking
in which responsible authorities in the LDCs should plan and act, It seems

to me that some of the things they could do are the following:

- make an accurate and complete inventory of all industrial activities 4

of the country;

~ evaluate present industrial capabilities of the country and its
potential growth, by adding new lines of production and expanding

existing lines;

- devising ways and means to assist development of existing and/or

new ventures;

- make a careful catalogue of imports and dotomino whether at least

some cannot be produced locally.

Government authorities could profit from identifying producers of low=-
technology content imported goods and induce them to establish joint ventures

with local manufacturers to produce locally.

Another idea which might help would be for government authorities to
seek from the many industries which produce sophisticated Generation 1V and
equipment information on what happened to left over Generation I, II and III
production, and the blue prints and know=how. Perhaps the latter could be

put to good use through joint ventures with local industry.

To provide an example. During the 19608 FIAT found that & certain car

model was no longer suited to the local market and substituted a more

sophisticated version. But it also found a country where there was need
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for just ths type of car discarded locally. A Jjoint venture was entered
into and FIAT provided the know=how to the other country, which found the car

very well suited to its economy.

This formula or variations theredf have been found successful in various

areas of industrial production.

So what is needed is to unlock the tremendous pofential which is lying
dorment in the LDCs. The world of today is fully aware of its responsibilitk
to help thsse countries and is ready to contribute to their assistance in
improving the quality of 1life of their populations. However, it must be
emphasized that, even with the greatest goodwill, it is impossible to bridge
the industrialization gap in 10 or 20 years, nor, in a great many instances,
would this be advisable, because it would create more harm than good in texrms

of the socisties involved. Remember == "Rome wasn't built in a day."

Inasmuch as the ultimate objective is improvement of quality of life,
the competent authorities ought to study carefully and support to the fullest
all national activities which oan help in gaining this objective, by

following & rsasonable and well thought out path in development planning.

When the plan is available, the industrialized world can help in its

implementation.,

One note of caution. In its race to industrialize, the Western World
fell into the pitfall of exposing 1tlolftgonooloo| waste of raw materials,
destruction of environment and pollution of the atmosphere, etc. LDCs can

profit from these unfortunate blunders which have been side products of the '

industrialization, and will be wise to avoid repeating them,
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DEVELOPMENT OF MARKETING SUPPORTING SERVICES TN

DEVELOPING COUNTRIES

by
Waleed A. trohar

In the challenging task of diversifying the economy and industrialisin
a country, participation of marketing supporting services are relatively of
equal importance as the role of markets and marketing. In recent years,
much effort has been spent in measuring the need for marketing supporting
services in developing countries, especially to improve efficiency in areas
of inter-related services which directly or indirectly influence the

marketing activity.

International trade is a dynamic process which proportionally proved
possible identification for integrating marketing supporting services and
improved marketing approach., Correspondingly, development in marketing
téchniques and their application for determining marketing strategies and
planning for implementation, promoted appropriate tendencies in developing
such services that also projected maximum structural and organizational

opportunities.

The function of marketing supporting services in developing countvies
began with the critical importance of expanding trade needs of the develop:
world to accelerate their economic growth., Because of their strategic
nature, marketing strategy planning, identifying criteria and implications!
implementation do not depend upon supporting services. However, much
attention is devoted by national and international organizations involved

in different kinds of promotional activities and inoreasingly concerned to
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support effective marketing.

It is not within this paper's scope to analyze in detail all important
elements of marketing supporting services, such as the strategic role of
the marketing mix and other promotional functions which are related to certaii
such services, Although it is important to explain the extent to which
developing countries have made efforts to provide successful marketing

eupporting services by governmental, semigovernmental, public and private

institutions, the first itsm to discuss is efforts of governments of developin
countries to mococelerate the dsvelopment of such services by establishing
institutions to perform supporting duties. The Department of Commerce is

an agency which has facilitated effective services. Similarly, public and

private associations are also active in various ways,.

Generally speaking, the following public, semi-public and private bodies
in developing countries have been created by legislation, national and
binational marketing structures, and trade policies to achieve socio-economic

development

1. BOARDS OF TRADEK:
« have been established in most developing countries, whers they
are often inter-related not only with the Ministries of Commerce

and Industry but also with the National Planning Organizations;

= identify objectivee and have been arousing certain interests at
national and international levels;

= together with National Planning Organisatione, Boaxrds of Trade

were among the first government organizations founded to facilita
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reference to particular prvomotional activities supported by

governments of developing countries;

~ these boards are described as non-profit making bodies and

direotly represent eoonomic in‘erests of the governments,

2. MULTINATIONAL PRODUCT PROMOTION SCHEMES:

= Multinational Produot Promotion Schemes and multinational

organizations beoame important in this century when the
International Tea Market Expansion Board was set up in 1933.
The International Coffee Conference (convened in Sao Paulo in
1931), International Olive 0il Agreement, International Wool

é Secretariat, International Institute for Cotton, International
Wholesale and Foreign Trade Center, International Council for
Scientific Management, International Advertising Association,
International Chamber of Commerce, International Council of
Societies of Industrial Design, International Federation of
Purohasing, International Trade Center, and UNIDO are some of
the major multinational organizations in which developing
oountries are participating to prove their economio awareness and

; seek olose assooiation of developed countries.

i « These organizations undertake a large variety of responsibilities
in areas of industrial, eoconomic and sooial development, and
identify eoconomio factors of intermational business with

soientific and technologioal knowledge for securing development

and improvemsnt of business oonditions among nations,
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= The International Trade Center has been particularly active in
statistical, marketing research and promotional activities,
whereas UNIDO has contributed scientific and techunological
knowledge and necessary help for overall industriai and economic

development,

3. MERCHANDISING & MARKETING BOARDS:

= Various Merchandising and Marketing Boards exist today in
dsveloping countries to encourage demand for locally manufactured
goods, ssrvices and increasing productivity, and to accelerate
the pace of economic development, They are directly or indirectl:
involved in marketing activities of major commodities and
products. These boards help in strengthening consumer demand
and have very effective promotion functions, They also aapt
balanced functions for the competitiveness of products

manufactured in ths country.

= However, not many developing countries have considered the need
for such boards. The maximum benefit could be achieved by
establishing these boards if government authorities rocognized
the need of inter-related marketing supporting services for which

these boaxrds are very useful.

4. INDUSTRY AND TRADE ASSOCIATIONS:

~ A signifiocant role has been performed by associations of
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manufacturers and businessmen in moat developing countries,
especially in Argentina, Brazil, Ghana, India, Israel, Mexico,
Pakistan, Philippines and Turkey, where there has been intensive

need for interindustry and oommercial relationships.

= These associations, however, are mainly concerned witn defending
the common intereats of their fellow members, ¥facilitating
relations among member firms and exchanging information and
studies on problems ooncerning their business activities.
They function principally through regular meetinrgs, annual
conferences, research and colleotion of profosaional and
statistical information., They also inform their members about
trade opportunities through different publications and other

media.

5. STATISTICAL INFORMATION CENTERS:

- Only a few developing oountries have considered establishing
specialixed Statistical Information Centers and attempted to
make use of computers for this purpose. In these countries, |
such centers are generally known as storing and research
executiive bodies of govermmeni departments, They collect and
issue statietical information at national and international

levels.,

o It 10 Yelieved that most of these computer users organisations

do not facilitate marketing supporting eervices, but are devcted
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to services for government agencies, They are government
controlled institutions and private sectors are not generally

encouraged to make use of their information services,

6. EXPORT PROMOTION BUREAUS:

= The eetablishment and expansion of Export Promotion Bureaus have

widened the scope of marketing supporting services.

= These arxre public organizations and exist to organize policies
for carrying out research on foreign trade, especially to promote

exports of locally manufactured goods,

= Their principal function is to identify overseas markets by
exchanging information with overseas institutions, combined with
export training., They also analyze demand sectors, provide
guidance on documentation, maintain libraries and collect
foreign trade statistics., They also cooperate with government

departments,

- In fact, governmental commodity and products schemos and
marketing supporting arrangements for achieving a measure in

stabilization of exports are influenced by such bureaus.

7. DEVELOPMENT BANKS:

= Besides their economioc, social and financial development plans,

Development Banke fill & marketing inbrmation gap by making




valuable contributions to facilitating cooperation between the

public and private sectors.

- These banks assist in accelerating the development of human and
natural resources, and render technical and managerial services
by working in close oooperation with national and international
markets, Their technical and financial assistance has promoted
active participation of local and foreign capital in development

of new markets,

= Development Banks have been effective within the developing
countries, They are also engaged in formulating policies and

measuring market conditions.

= The Asian Development Bank, African Development Bank, Inter- ;
American Development Bank, Caribbean Development Bank, FEast
African Development Bank, International Development Association,
International Finance Corporation, Central American Bank for 3
Economic Development and the World Bank are institutions which
have been very active in regional, national and international

development.

CHAMBERS OF COMMERCE:

« Trade promotion aotivities in developing countries encourage
public, semi-public and private soctors to establish Chambers

of Commerce. Their activities are very limited in many developin

countries, where similar institutions are now in existence and
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provide far more accurate and up-to~date information,

- Regardless of their legal status and organizational structures,
Chambers of Commerce have facilitated commercial understanding
ameng local and foreign enterprisées, being clearing hauses of
trade information., They also play an essential role in identifyn
market opportunities that warrant promotion and a degree of

trade interest.

In industrially advanoed countries, which have high consumption
eccnomies, an important feature of the said services is » collective action,
For example, a marketing function brings a product 'x' into the market for
full integration with the vital means of the supporting services, These
services play an important role in stimulating demand. Such organizations
generally perform promotion aotivity through generic advertising and sales

promotion,

In developing countries, however, marketing supporting services are to
some extent of a complex nature beoause of certain problems developing
countries faoe as a result of having different environments, Two major

problems in the context of overall economio development are theses

L marketing supporting services are relatively inadequate to make

practical contraibutions to the promotional funotion,

This means that executives of public and private organizations do not

demand necessary backing of their governments for establishing favourable

conditicnzs under legislation to promote these services. An actual economic
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system ia judged in the 1ight of proper marketing activities, and pronsp
marketing activities are based on appropriate material benefits derived
through stimulated marketing supporting services. Thercfore, socio-economic
functions of marketing should have been ;iven priority in institutional

establishment.

b, information systems used in processing strategic market planning
are determined by the technologies, which are of elementary nature,
and adaptation to advanced technologies creates practical N

difficultiess

If we consider the economic structure of an individual developing |
country, we realize that the risks of crises involved in the concept of

adapting sophiaticated technologies ars not so high as they are considered

in most developing countries. Serious businessmen and industrialists of the ‘: l
third world have not neglected the possible use of advanced technologies for : )
impvroving operational efficiency in their business activities. ." 1
F

Another problem arises in attempting to examine the organizational and N i
structural sophistication of marketing supporting institutions of developing 8
countries, DBecause of the information gap which weakens the organizational S
and administrative strength of these institutions, only large-sized firms W
uJually benefit from this type of service. m
d

Furthermore, complicated organizational struotures lose interest in the
relevance of activitiee. Thie ie unsutisfactory for marketing promotion.
In a marketing environment where individual income is very low and starvatio

is present, public end private organizations must not lose competitive

etrengh and should provide support to the market potential,
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Unlike many industrialized countries, Board of Trades, Trade Associations
and Chambers of Commerce cdo not undertake promotional campaigns to bring
products into the public's consciousness. In the United States, which is
the most trade-association-minded country in the world, trade bodies are so
much aware of the need for good public relations thal lhey employ ali known

approaches and techniques to produce the appropriate image and impact,

The developing countries have substancial marketing interests which
could develop joint promotional functions with possible participation of
improved techniques, For example, use of computers for market intelligence,
market forecasting and marketing control is today considered very helpful,

since it offers major advantages of speed, capacity, accuracy and adaptabilit,

There is a great need for establishing Marketing Boards for majox

consumer products, Manufacturers!’ Associations, Chambers of Commerce and
Export Promotion Bureaus have proved successful, but most developing countrie:
have given them little importance. Joint marketing Associations would also
prove important to support collective advertisirg and publicity, participatio
in trade exhibitions, market research, product use familiarization programg
and could be undertaken by the Commerce Departments of developing countries.
Such schemes of official assistance for co=operative marketing promotion

ould also encourage trade and industry. Marketing supporting services

must not be neglected when they place partioular emphasis on economic

development.
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RESEARCHING AND METHODOLOGICAL PROBLEMS OF THE LONG=-RANGE PLANNING

CONCEPT OF THE DISTRIBUTION SYSTEM OF* BUDAPEST

by
Magdalene Hoffmann,
Chair of Marketing, Karl Marx
University of li-onomic Sciences,
Budapest,

Budapest's rapid social and economic development during the last 100
years motivated a research team of engineers and economists to study its
distribution system in order to forecast future development and work out
alternatives in infrastructures (houling, public transportation, services,eatc.
This study has taken two years and a number of market research methods were
employed, It shows that there is a close relationship between market
research and planning. It intentionally stressss the methodological problems

encountered,

Preliminaries and starting points

a) Budapest playe an important role in Hungary's trading 1ife, sinoce
nearly 1/3 of the total retail eales of the country are made there =~ over
1 1/2 times that of its population ratio. Thousands of pereons from the
hinterland buy there, Despite development of tourism, thie trade has 1osaonm:
during the past 10 years. This made it difficult for the planners to
determine the flow of purchaeing power and the volume and compoeition of
demand toward the capital,

The investigating team approached its taek by interview and other

recearch msthods applied to eeveral thousands of coneumers.
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b) The team began with the concept that the overall plan of DBudapest
offered the possibility of a distribution system which only nceded to be

rationalized,

c) The State Development Plans of the 20 years called for a steady
growth of the city's industrial production coupled with the buildup of all
necessary infrastructures. This growth accelerated as of 1960, Yet a
comparison of Budapest's expansion with that of the overall sales showed a

falling bédind in needed growth level,

d) The survey made clear at the outset that use of sales outlets in the
same line of trade differed widely in different districts of the city, Sales
were mostly concentrated in the center and decentralization efforts were

insufficient to ease the center's trade.

e) Although the team had available accurate statistical data, it was no
possible to draw significant conclusions of the retail distribution network
because boundary lines of the city's districts coincide with the avenues and
boulevards which are natural focuses of trade. Therefore, the survey team
worked out & new district concept to make the city's main thoroughfares the
axes of new zones, 80 that the intersections of the large avenues and

boulevards would more or less fall into the middle of zones., This tended to

give more precise measurements of the type desired, The attached map of

Budapest show's the team's method.
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The intensity differences of trade according to area units

Table 1 shows the rates of the ratios of the retail tradec to the
population == the intensity-differences of the units. Realistic results

were therefore achieved inasmuch as differences in incomes in Hungary are not

very great,
Zones food- catering industrial all

products trade products together

Trading center 2,15 2,48 4,90 3,51

Districts around

the oenter 1,68 1,45 0,83 1,24

The fringes of the

town 1,39 0,94 0,76 1,02

B\ldape.t 1, 68 1,“8 1'65 1.6‘“

Agglomeration 0,88 0,67 0,42 0,63

The county of Pest 0,77 0,83 0,62 0,72

Country/excluding

Budapest and the

county of Pest/ 0,84 0,90 0,89 c,687

The trends are more important to the planner. The degree of mocbility oi
population 1s one of the determining faotore regarding flow of purchasing

pover.

Salee inoressed the least in the areae around the oity center and nost
and fastsst in the surrounding dietriots. The trend even up to 1985 shows

increase in volume entailing ths nsed for eeveral large oapacity shopping

| conters of high etandard,
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The structural change of trade

Development of the city's trade has not left untouched the structure of d
sales., The ratio of food products decreased as compared to industrial z
products. Using a method from the information theory called "unreliability 1
of information," the team made computations which showed that one should count
especially in long-term trade forecasts, on significant structural changes g ¢
besides increase in quantity. ar

The results of such computations are expressed in "bits". If the
structural ohanges of two compared time periods are equal to zero, then
changes have not occured, Xf the value is near tc one, then strong P
structural modification occured. &

For example, taking as a basis the trade of the capital we find the
valuej; for the last five years 0,0050 bit

for the last ten years 0,0233 bit. '
and for the last eleven years O,0401 bit

This calls one's attention to the fact that, in working out of the trade
forecast =~ espeoially in long=-term = one should count on a significant
structural ohange besides the increase in quantity., This fact would

influenoe significantly the channel demand, since the different trading lines

are not alike in capacity wants,

The density of population and the concentration of trade

The team studied the relations between density of population and

concentration of trade in the zones into which it had for purposes of this
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xperiment divided Budapest. First eliminating such areas as parke on the
heory that nc one lived there, it found that some zones had greater
ispersion of food shops than others, and that the scarcity of shops in some
ones acoounted for the intensity of the pulling effect of the city's center.
t found a generally close oorrelation between density of population and the
apacity of trade channels, and concluded that distribution of trading
hannels is fundamentally determined by population distribution, but that
rade is more conoentrated than the ohannsls,indicating an intensive

urchasing pcver movemeat in the oity.

In 1970 the average range of food shops = taking into account only the
opulated areas « was 221 meters in Budapest., In the case of shops selling
ndustrial products this value was 480 meters, while for the catoring trade

vas 551 meters.,

The range of food shops shows u significant dispersion by zones, that is,
one zone it is 50 meters, while in another one it is above 1000 meters,
¢ situation is nearly the same in the other two lines, though in some cases
o dispersion is larger than in the case of food shops., Thus, the intensity
the pulling effect of the center of town is partly the consequence of
e sparse channel of distribution of some zones. The differences cannovt
2 considered as natural discrepances, which correction has been taken into

ousideration in the plans,

The goryelation between the density of population and the capacity of

ade chan is different by lines, but it generally indicates & olose
orrelation. The correlation coefficients regarding the density of population

d the total space of shops are the following, according to the examined
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liness for foodstuffs: 0,960, for industrial products: 0,704 and for the

catering trade: 0,749,

Where do the citizens of Budapest buy, and why?

The team's results up to now came from secondary sources. In October«
1972 the team took two surveys, similar in structure, dealing with data
approximately 3% of the city's sales. Evaluation led the team to draw thej

following conolusiona:

= where the point of purchase coincided with the consumers' residenc
the purchasing ratio was highest in foodstuffs, i.e., 77%, compare

to 48% in industrial goods and 36% in wearing apparel (clothing).

« in zones farthest from the main trading center the ratio of purcha@
near residences of buyers was significantly higher in all three

categories that in districts nearer the city center.

The team also concluded that wider selection of goods offerod by the
dense outlets attracts the customers, as proved by answers to the questiong

*why do you buy food in a certain shop," as followa:

« 51,45 =m=me "I live near the shop"
@ 12,8/ m== "the shop is near where I work"
= 10,4% === "I change near the shop"

- 25,4% === ®"accident" or other reasons.

Nearness of the shop was less important in the other two categories,
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Methods used and the forecast

In studying long-range capacity, the team started with tic concepts of
present insuffiociency and growing noe.d in connection with incrcasing salocs,
aking into consideration that some shops were closing down because of
reoonstruction of certain city districts. In dealing with trends, the team
sed nearly all the well known methods but no brand new ones. It aimed at
probability value of extrapolation belng largest and limit of tolerance the
least. It used today's rates, and assumed increasing performance of channels

d moderate technical progress.

To solve the problem of planned degree of allocation of the needed

shannel capacity,. the team used the following basic principles:

= the needed oapaoity of zones was defined by 5-~yeaxr periods;

= 8ince surveys had shown clear oorrelation between buyers' homes and
shopping centers, the larger portion of the need was distributed
acoording to expected population changes;

= buyers' habits were taken into consideration by distributing a small
portion of the need accoxrding to the importance of the centors of the
zZones, |

= a certain part of the need was distributed acoording to the location
of working places;

= approximately 5% of the need was allocated to the new shopping
centers located in the new city centers on the prinoiple of divided
concentration; nnd finally,

= an important part of the need was placed to compensate for existing

differences among populated areas, taking into account that even in

1985 these differences are likely to exist although on a more modest
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scale.

The team therefore came up with what it conceives to be a consistent anj

elastio plan which should be easy for cxecutives to administers The team

AR s 1

considers its work far from completed, however, and believes much more eflorg

should be put into harmonization of the development of the distribution

system,
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THE ORGANIZATION AND THE PHYSICAL IMPLEMENTATION
OF MARKETING FUNCTIONS IN THE DEVELOPING WORLD.

by

H. Mylerbusch, Director
Kienbaum Beratungen, Gummarsbach, FRG.

1. Preface,

Marketing means "market-oriented efforts to design, produce and to sell
products." It starts with type and design of product, includes cost and
quality of product, sales force and sales strategy, and price policies,
and ends with packaging of product, catalogues, price lists, advertising,
public relations and sales promotion.

A distinction must be made between different typas of products such as:

- basic materials (oil, minerals, etc.),
= manufactured industrial products, and

= consumer products .

The progress and economic expansion of developing countries is particular-
ly related to their capacity to develop industrial and marketing policies and
marketing management, both within local markets and in export ones.

This paper deals with both types of markets, but does not concern itself
with products sold through specific and internationally regulated crannels,

such as oil, minerals, metals, coffee, tea, bananas and other large~-scale
agricultural products,




2. Marketing philosopny.

Marketing plays a necessary and essential role in countries, industries

and markets where there is present 1) buyers' markets and 2) competition,
It is of minor importance where there is greater demand than supply and
little or no competition, as well as in countries which have central planning
and programmed industrial production, such as communist and socialist
countries. In international markets, however, where these countries meet

competition, export marketing is necessary.

The meaning of marketing is not limitea to sales, but involves a comprehen= I3
sive management philosophy to develop the right product for a shecifi group
of customers in tarms of function, design, quality and price, Marketing

requirements are not fixed, but change with;
= economic development;
= technological development,
- development of purchasing power, and

- development of consumer behavior.

A comprehensive and thorough knowledge of the target groups and their wants
~= their conscious as well as secret wishes and dreams == is the basis of
general market orientation as well as of specific decisions on the marketing
strategy &nd tactics of firms. For example, it is obvious that the invention,
design, development, manufacturing and sales of a Mercedes differ from that ;.
of a Volkswagen, Each appeals to different groups of customers with different
needs and purchasing power, Developing the rignt product for a specific group
of customers requires the use of all ideas, skills and methodological systems §

of value analysis,
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3, Marketing strategy.

Inasmuch as a marketing strategy can be established only on the basis of a
thorouigh knowledge of the product and the market, market research and
market intelligence are needed to provide the information required to deve-—

lop marketing strategy.

Market research is also needed to control the effect and efficiency of all mar-
keting activities and to provide feedback for permanent improvement of the
marketing strategy. This does not mean that marketing strategy shall be
changed at frequent intervals. On the contrary, depending on the mariet it
must be pursued consistently for a certain period of time, say 6 to 12 months,
before its success or failure canoe proven. Strategy means middle and long-
range thinking rather than day-to-day tactics., Therefore, all available skill,
know=how, experience and information must be used in formulating a compa-

ny's marketing strategy.

4. Marketing planni ng.

Marketing planning or programming means working out a detailed scheme,
using all marketing tools to transform the marketing philosophy and strate—
gy into a plan of activities, including time and costs, It starts with precise
and detailed definition of market targets with regard to region, sector and
segment as well as sales and reven.e forecast; it includes the integratea
activities of all marketing instruments (marksiung mix); and ends with the
control anc steering system,

Finding the best marketing strategy’ may only require a faw moments of in=
genious application and imagination by a brilliant mind; elaboration oi a
marketing plan is always hard work, involving use of technical skills, ex=

perience and realistic calculation, It must be criented, like strategy, by

the results of market research and intslligence.




Since market research and intelligence is one of the instruments, market

planning includes planning the activities of mark«i research, a situation which

may be called a cybernetic feedback system.

Sometimes targets must be revised as a result of new market conditions and
the planning process started over again to meet the realistic capabilities of

the company.

The general concept that no plan should be implemented and followed without
permanent control applies to market planning. It is therefore better to speak
of Marketing Planning and Control, Control criteria arc provided by market
research, The iliustration below shows the interaction.

Marketing Planning

Marheting Strategy
> and Control

Manrket Research
and Intelligence

6. The marketing instruments,

Markating theory has been described in many books and papers. Marketing
in practice must be closely adapted to specific needs, and depends upon
size and type of company and differs for each type of product and for every
national or regional market. In considering the specific problems of mark=-
eting in developing countries, the following range of marketing instruments
should be consicered: '

= market research and intelligence,
marketing strategy,

price policy, ,
sales and revenue planning,




= markeating planning,

= marketing mix,

= programming of sales activities,
= sales organization,

- distribution,

= packaging and presentation,

= sales promotion,

= advertising, and

= public relations.

Marketing must also influence product planning and design.

Every company should use market research and intelligence, for someone
who urdiers tands its central function will consistently use properly the other
marketing irstruments, It is of the utmost importance to offer the right
product in the right way to the right buyer., And it is an error to think that
only big corporations can afford market research, Even small companies

must use it if they expect success. Market requirements change constantly,
80 research is needed to remain abreast of developments, terminating pro=-
duction of cbsolete products and developing new ones and achieving necessanry
diversification,

Market ressarch and intelligence must answer many questions, such as:

= = who are the potential users of my product?
= is the product all right or does it need improvement in function,
service value, quality, design, or other aspects?
= who are the potential buysrs of my product?
= how do potential buyers make up their minds to purchase my
product?
= what image does my product convey to the buyer?
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~ what do buyers consider my product's special advantages?
- what are the answers to all these questions when raised by main

competitors?

This methodological approach avoids ri: sinvestments and misdirected acti=-
vities and contributes essentially to the «ffectiveness of the entire market~
ing effort in its proper sense. The form which follows may help work out

a definition of the market potential for a given product, All questions must

be detailed according to the specific problems of the product,

DEFINITION OF MARKET POTENTIAL
FOR A SPECIFIC PRODUCT

Analysis of Aim Sources of

. Method
Informaticn

1. Structure of
consumaers

2. Specific demand

3. Specific
requirement

4, Quantitative demand
& purchasing power

5. Purchasing decision
process

8. Buying motivation

7. Competitors

¥ 8. Strategy,policy,
pricing, etc.of
competitors

8. Future developmonuf




8. Product-oriented marketing_.

Industrial products are usually defined as ;

= consumption goods (rapid consumption),
= utility goods (longer range),

= production goods, and

= {rvestment goods,

Another definition dietinguishes between:

= raw materials,
= intermidiates/ components,
~ finiehed goode.

Different types of products require different marketing strategies and
marketing activities, Some so~called market managers do not seem
to distinguish between eelling tooth paste and refrigerators. Although
both are sold to housewives, motivation to buy a specific tooth paste
is different from that to buy a specific regrigerstor, and the decision-
making processes are esentially different,

7. _Marketing for new markets,

Many problems and risks are sncountered in entering a new market,
and a certain level usually needs to be overcome. Once it is overcome,
success {8 more or lese assured,

The problem {s not only that of effort or money, It may alsc involve
eize and capacity. A German automatic washing machine company once
desired to entsr the U.S, market, Research showed, however, that
120% of existing manufacturing capacity would be needed to produce
the sales volume necessary to cover expenditures needed to enter the
market. Developing countries frequently have similar problems when
they decide to start supplying to highly developed countries.




8. Export marketing.

Many manufacturers in deveic 2ing countries aend their products to
fairs and exhibitions in potentia! export markets. Some countries
maintain general public relations or sales promotion bureaus ir.
European and other industrialized countries. When these measures
are not part of a comprehensive export markating st rategy for this
specific market, but merely a means of "trial and error”, they

usually are too costly or just a waste of money.

If a direct or at least medium~term results are expected by
participating in a fair or exhibition, systematic preparation and
performance as well as intensive follow-up are nesded., Everything,
first of all contacts with genuinely interested visitors, must be
organized and arranged, Nothing should be left to good luck.,

An important requirement of selling in foreign mairkets is meeting

the specific standards of dimensions, quality , packaging, etc,

Another "must” in exporting is continuous flow of supply. No

sales agent or dealer can sell a product "from time to time"; he

is in an awkward position to say "sorry, not available", one the
marketing effort had results and demands have been created. Supply
contracts must bs fulfilled with regard to timing, quality and, of
course, price. If the manufacturing and supplying capacity of a
company is insufficient to meet this essential requirement of export
marketing, all money for analysing and conguering an export market
is wasted,
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This again shows that the whole marketing strategy of a company
must be integrated and wsll balanced,

Selling in foreign markets requires special efforts and special skills,
Usually small and medium-sized companies ca not afford to

perform the whole range of marketing and sales activities in foreign
markets themselves., An easier and less expensive way is to use
well-established exporting and/or importing agencies. Another
possibility is direct selling to a big whole-saler, a chain or a Big
consumer within the export market on the basis of at least a medium=
term contract, Such ways are also used by medium=sized companies
of highly industrialized countries » &nd these proven channels are a
possible way also for companies in developing countries starting
export activities.

8. The Rola of marketing in economic davelopment.

The famous and controversial book of Vance Packard "The HHidden
Persuaders", is well known, but not everybody believes in it and

is satisfied with its definition of marketing, Marketing is a counter-
part of competition, Marketing is a challenge to competition, Ina
free eantreprise system with strong but fair competition, marketing
helps the bast product to achieve the greatest success. So market-
ing contributes to technological as well as to geneiral economic
developmaent,

The great potertials of developing countries must be sold. Invest-
ments are necessary, there is no doubt; but every product is
worthless if it is not sold, Excellent marketing is the tool,
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MANUAL FOR STRATEZEGIC PI ANNING

by

fedro Duenas Bernal,
Sub-Director, FICITEC,
Bogota, Colomtia

Introduction

Strategic planning is the process of programming the most effective
deployment of a company’s resources to acromplish its corporate objectiveu,
Such planning does not invelve forecasting, but is rather an organized,
systematic erxamination of the environment, compotition (strengtlhs and
weaknesses), firm's resources (strengths and weaknesses), and firm'a
objectives and values, as well as iTs pasi performance, in order to uncover
new opportunities, develop realistic, attairable and quantifiable goals, and

lay out a program to achieve thom,

Planning can be considered as an attémpt to bring some certainty into
uncertain future, in a world which is constantly changing in techno Logy,
competitive patternes and customer demands, It is the essence of mana gement,
foxr oanly the futurse can e managed. The past 15 gone and ws can only react
to but not manuge the present, The primary responsidbllity of the top
executive is buildiag his company's future, and planning, although not
eliminating Tisk, offers the most effective means vhereby the firm's total
resources can be focused on achisving the cesired goals, Planning is not
only a belief that we can control, alter and manipulate the future, 1,s,,

that we can manage; it is also a commitment io do 80,

Strategic planning is hard work. Rexrformed in a large firm Ly speoiali
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staff, in a small one it must be done by the top manager. The job is not
done when the plan is ready. It must then be refined intoe the intermediate
plan, and then further broken down into the short range plans, budgets,
production schedules, purchase schedules, sales quotas, promotion prograns,
stcs The planning joh never ends, for progress must be constuntly measurecd
against the plan, and alterations made to reflect changes in tecimology, the

competitive environment, the firm's resources, ectc,

This manual and workbook approach to planning has been doveloped and
proven in the United States., It is intended to force the general manager to
stand aside from the pressure of day-to.-day operations and objectively and
systematically assemble, record and analyze all data relevant to the
development of the strategic plan., It is a great help in organizing data,
raisiug questions and stimulating thought, but it will not do the top
executive's thinking for him, It will be no better than the thought and
effort put into it, In using it, the executive must be thorou;h, creative

and, abowve all, honest and objeotive,

The manuai is divided into three workbooks, arranged ae follows, The

detailad arrangement of each workbook ir turn follows:

= WORKBOOK I ZIhe Compeny's Total Situacion

+ The Environment
+ he Company
+ Objectives, goals and values

- WORKBOOK IIX Evalua.ting Past and Current ‘erformance

+ Performance sgainst Goals
+ Comparison with Ccopetitors
+ Trends and Prospocts
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- WORKBOOK IIX valoping the Stratepic Plan

Opportunities and Threats
Corporative and Competitive
Strengths and Weaknesses

The Competitive Niche

New Objectives, Goals and Targets
The Strategic Plan
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WORKBOOK I
OMP, 'S SITUATION
A. E_ENVIRONMENT
1, INDUSTRY
Present Future

Vhat business is this company in?

be

What is the nature of this business?

2,

CUSTOMERS

Who are the customers of this industry?

be

What are their buying motives?

Vho makes the decision to buy?

de

Vhat is the demand-supply-price relationship?

3.

COMPETITION

Who are the principal competitors in the
field, What are thelr strengths and
weaknesses?

(1)
(2)
(3)
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Present Future

b, With what other industries do the

products of this company compete: Jow? S
Impact?

4, SUPPLY

What is the raw material and component
supply situation?

5. EXTERNAL ENVIRONMENT

&. What is the present (and expected) economic
environment? Impact?

b, What is the present (and expected)
investment/credit clim te?

¢s What other external factors affect this industry?
How?

6. GENERAL

ae ¥hat does it take to succeed in this
business?
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B, OMPANY
1. PEOPLE
Present Puture
a. Key managerial, sales, technical people,
their ocapabilities, and qualifications,
2e CAPITAL
&, Present financial position
be Growth oapital earnings
Ce New equity
de Debt
3. MARKET POSITION
a. Produot reputation and acceptance
be Market penetration and coverage
Se Distribution system (desoribe and evaluate)
d. Brand names
4« TFACILITIES AND PRODUCTION CAPABILITIES
Present Puture
& Plant and squipment




J
i
&
§
1

b,

Coe
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Plant labor

Special production capabilities

5

SUPPLIES

Raw materials and components

6.

TECHNICAL

Technical capability

7.

COMPANY STRENGTHS AND WEAKNESSES

Company's strengths and weaknesses (in
relation to demands of the industry)

8.

COMPETITIVE ADVANTAGES AND DISADVANTAGES

Comparison with competitors

Se

COMPETITYVE NICHE

Present

Future

Vhat is the company's objective
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C. ORJECTIVES, GOALS, VALUES

&, VWrite down as clearly as you can the

objectives, goals and values of the
company,




- 86 -

WORKBOOK _TI

KVALUATING PAST AND CURRENT P.:RFORMANCE

A. PERFORMANCE AGAINST GOALS

State the company'e goals and evaluate its performance against each one,

1, Profit

2. Sales

3. Other

B. PERFORMANCE AGAINST COMP ON

1, Market share
2. Relative Profit Performance
3, Other Indicators

4 « Trende

.
C, CUSTOMER POLICY

1, Basio Categories of Customers or MarkotuIServod
2, Geographic Location
3, Statement c¢f Current Customer Policy
4, Poeeible Changes
a. New Markets (Geographic or market segmente) Justification
be Market Deletione
0. Specifioc Areas of Improvement
d. Other Untapped Opportunities

D. PROPUCT POLICX
1. Major Product Categories % of sales




2,
3.
b4

1,
2.
3
4,

F,

1,
2,

3.
4,

G.

1.
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Distinguishing Characteristiocs

Statement of Produot Policy

Possible Changes

8,
b
- 13

d,

Nev} Producta?
Product Deletions
Changes in Product Mix

Other areas of possible improvement

DISTRIBUTION POLICY

Desoribe ths company’s distribution pattern

Justification

Relative porcentages moving through different channels
Margins, discounts

Possible Changes

Qe
b,

Ce

New Channels?
Delations?

Other Changes?

PROMOTION POLICY

Present Policy

Buying Motives Appealed to

Consistency with Market

Suggested Changes

ZINANCIAL POLICY
Present Financing

Qe

e

Equity
Dedbt

Justification




He

1.
2,

3

1.

l.

2,
3.
b
3.
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c. Effectiveness of use of Finances

d. General Comment

Proposed Changes

MANPOWER

Present Manpower Policy
Comments

Proposed Changes, Opportunities

MANUFACTURING

Plant and Equipment
a. Size, balance, capacity, future

be Equipment Policy

Purchasing and Subcontracting
Laborx
Other

Proposed Changes

Justification

Justification




A. BSUGGESTIONS FOR IMPROVEMENT
l...
i3

eto.,

B, QPPORIVNITIES
1...

15

oto,

1. (Desoribe in full)
2600
6.

eto,

1, (Desoripsion)
2, (Bvaluasion)

Mteg I

' (n.‘.""*‘.)
2, (Bvaiwasion)
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Strate I

1. (Description)

2, (Evaluation)

Strate IV

1. (Description)

2, (Evaluation)

F. SUMMARY OF THE TOT, T, PL
Ge MER POLIC

1, Basic ¢ o egments) o cus tome d _m (%'s)
2, Statement of ¢ om [*)

H. PRODUCT POLICY

I.

Je

K.

(Using the information on preceeding page, describe the product policy

a summary statement).

DISTRIBUTION POLIC

PROMOTION POLICY
Stgtgment of Promotion Poliocy

PRICING POLICY

(Summary statement of how sales price (and discounts) will be determin
in each of the major product categories).

Product 1.
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Product 2,

Product J,., 6tc., 5

Summary statement of overall pelicy

Le

M,

N.

0.

P

Q.

NANC PL
Statement of Financial Flan

(Attach or reference cash flows, pro formas, etc,)

MANPOWER PLANNING
Statement of Manpcwer Planning

(Describe recruiting, executive development plan, organization plans, et:

MANUFACTURING PLAN
Statement of Mu;acturing Plan

(Nev plant facilities, equipment purchases, etc.)

DEVELOPING P
(Desorive R & D PLAN)

;
:;
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Comment on lorkbook I

This secticn submits to very close scrutiny the economic and competitive
environment in which the company operates, The field of operation should be
narrowly enouyh defined to be useful, yet vide enouzh to include the full
market segment. Competition, doait with in Part 3, is one ol the most
important items in the entire analysis. Research must be carried cut
thoroughly, imaginatively, objectively and honestly. Superficiality,
carelessness or unjustified optimism can easily lead to false conclusions and
thus to a highly dubious == and dangerous == strategic plan. On the othe
hand, many attractive competitivs opportunities may be uncovered through
attention to detail and thoughful analysis. Part 6, dealing with such
general considerations as what doss it take to succeed in the business and
how does a company grow in this industry, provides a particularly impoxrtant

opportunity for carerul, creative and analytical thought.

¥hile Part A examinss the environment in which the company operates,
Part B scrutinises the company itself, with emphasis on resources available
to construct the corporate stratsgy. It atresses that a company competes
primarily with ita people == the psople who run and operate it == rather
than with its products, and that its hunan asssts (management, sales,
technical and other omployooe) ars its primary competitive resource, Their

performance is vital to tho firm's welfare,

Part C notss that asking the following questions will help in dealing
with some of the intangible goals == what ie the company in business for?
Vhat is it trying to achieve? VWhat should it be five years from now? To
vhat extent is it desirable to sacrifice profits to fulfill such objectives

as sscurity, stability, publioc interest, svcial comiribution, econonio
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development? VWhat level of ethical behavior - honesty, integrity, value =

should guide the operation?

Comments on Workbook IT

By completing Workbook I, factual data has been athered for development
of the strategic plan. Before proceeding to prepare that pl.n, however,
consideration must be given to the company's past performance, its current
statue, and its present competitive strategy. If the company is doing well,
radical change in strategy is not indicated, for it is difficult and perhaps
dangerous to quarrel with success, The adage "don't rock the boat" has somv

validity,

Nevertheiese, past succesa is no guarantee of future success, If the
competitive environment or the company's resources have undergone substancial
change, if there are threate or changee on the horizon, major changes in
strategy in spite of favorable past pexformance may be advisable, Workbook I
provides a very searching analytical device for scrutinizing all these

factors to the uth dogree.

Comments on Workbook III

Through observation, ressarch,study and analysis in Workbooks I and Il

we have prepared for the real job =~ developing the strategic plan == by

sy

getting to know: '

« the competitive environment within whioch the compary operates} 1




- the demands which that environment places on the firms which compete
in it;

- our competitors' strengths and weaknesses,

- our own firm's competitive strengths and weaknesses, and our

objectives, guals and values,

- something about the company's past performance, and have tried to
evaluate this performance and the present egituation in terms of
objectives and probvable future demands of the market;

- some untapped opportunities still to be explored, and have developed

suggestions for improvement.

In developing alternative strategies, the time has come to be creative
and imaginative., Ask: vhat are our key strengths? Can they be profitably
applied to other fields? If selling is our forts, can we gell additional
products in the same and other markets? If technical competence is our
strength, can we develop and license new technology? What are our weaknesses
Are we in tne wrong ball game? Typical altorné.tiv. strategies that might

develop out of this examinativs process would be:

~ Expand operations into related (or unrelated) products or markets to
better exploit our reputation, distribution system, marketing skills,

or manufacturing capacity.

« Narrow the markets served and concentrate total effort on a more
intensive exploitation of one market segment ("we don't want all the

business, only the profitable businees”).

= A major research and development effort, vith a viev to entry into a
new field with high profit potential, or slterniatively merger or join

venture with a firm already in the fiesld.




= Restructure our method of distribution. For example, replace sales
agents with our own sales representative, company owned branches or

retail stovres.

= Join with another firm, to pool resources, complement strengths,

provide a full product line, expand market coverage, all with a view

to increasing competitive strength,

« Manufaoture and sell intermediate products or components.,

= Upgrade producte to oapture a market where competition is less severo

and margins are greater ("our object is profit, not volume"), or

downgrade to ocapture a mass market.

« Review and restructure the product line to c¢liminate useless and cost:

variety, low-margin or loss items, product "has-beens",

« Deeign and construct a new plant for greater capacity, lower costs,

improved quality, better looation, more efficient labor.
= Enter international markets,

= LlLicense know=how or patents to (or from) othezs to gain new souroes

of revenue,

« Expand promeoctional effort.

None of these alternative etrategies is a complcete plan in itself, but
eaoh requires simultaneous action in other areae -~ finance, personnel,
organization, plant facilities. Nor are they mutually exclusive. The
overall plan may inolude eeveral, either simultaneously or in stepped

sequence,

Once the strategic plan is prepared, it must be "exploded” into a
detailed, coordinated functional operating plan, with time tables, targets,
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measures, check points, safety valves, It must be explained to those
responsible for carrying it out, and then be broken further into a series of
short range plans, schedules, work orders, purchase orders, hiring and
training schedules and action., Prograss against the plan muat be measured
and appropriate corrective action taken, Finally, the plan must be
continually reviewed, revised, improved, extended in the light of progress,
action of competitors, technological and market changes, and changes in the

firm's own capabilities and resources,




A_FRAMEWORK FOR MARKLTING ST.ATLSGIES
IN _THE DLVELOPING COUNTRILS

by
Hans H, Hintsrhuber, Deputy Director,
Irnternational Institute for Management of
‘tachnology,
Milan, Italy,

1. t on

The purpose of this paper ie to explore how modern technology can help
to promote economic and social growth in the developing countries while
avoiding the subjection of these countries to increasing stress in tirmes of
technological change aud social turbulence, It examines innovation strategie
for industrialisation, full employment, and self-sustained growth in these
countries, and regards the taek &s urgent since related to the widening gup
between rich and poor countries. Unless great efforts are made, the gap wil:

become disastrously wider by the end of this century,

The paper's four principal conclueione are:

= the market mechanism, partiocularly in developing countries, fails to
estabiish and maintain a balance between agricultural and industrial
production, and is unable even to foster a "territoriallyebalanced”

grovwth ¢f the production system;

= the dominant vehiocle for economio and social growth will be innovatio
appropriate $o the developing countries, which should employ
addisienal labor as justified by the saving in capital. This means
that industrial processes of small productivity, used oday in the

industrialised countries, must in greater measure than the past be
srensferred to develeping countries;

e




- intervention by the State is neveded to accelerate capital accumulatio
and to allocate it pronerly, not only in developing countries, but

also in underdeyeloped areas of i.dustrialized countries; and

= the character of a {ree market syst..n should be waintained in

developing countries to preserve anc develop entrepreneurial vigor.

2. The relationships between industrialized and developing countries

Experience has demonstrated that the market mecLanism fuils to create
and maintain a balance between agricultural and indusirial production even in
the industrialized countries, and that industry das not sy read to those
regions where there is underemployment in order that a "tarritorially-
balanced" growth of the productive system is achieved, The trend is migratio.
of workers to areas of industrial intensity. The result is that industrial
economy has not gradually spread but has limited itself to a group of

countries which constitute a minority in texrms of world population.

The industrial revolution dd not promote a world market in the sense tha
the wholo world participates in the benefits of industrialization, In fact,
technological change in industrialized countries has contributed to growing
economic problems of developing countries by providing expernsive, complex,
labor-saving machinery at a higher rate than the skills can be acquired and

the capital formed in these countries for its efficient and effective use.

To illustrate the gap between rich and poor countries, it can be pointed
out that, according to the OECD claeeification, there are 15 principal rich

induetrialised countries and 28 principal poor developing countries., The




former, with a total population of 600 million, have a GNP oi 2y 0vl per
head; the latter, with a totul population of 1,7u0 million, have o uhNgd ol
# 150 per head. The total GNP of the industriaiiced Cowntrics is 0 Lames
that of the developing countries. The gap is widening. It caa be said that
the annual added wealth of a citizen of an industrialiced country i. neariy

as much as a citizen of a developing country has to live on ror an entire

year,

If the relative gap is tc be halved by the Year 2000 A,D,, the GNP net
rate of increase must be raised from the present 1 % below to 2. above tiat
of industrialized countries, Modern technology can help only to the extent
investment funds are available in adequate amounts, and are allocated to
science and technology by governments facing competing social demands, and ta

wisdom, skill and entrepreneurship with which these resources are uscd.

In addition to countries following the capitalist or communist economic
syastems, there is today a large group committed to the so=called "mixed" line

i.0., engaged in develcpment strategies Presenting these four uaspectss

~ based on long=term programs,
= wallowing private enterprises,
= providing for a large contribution of Stutew controllea companies, and

= orienting the market mechanism toward achievement of social goals.,

These countries differ in size, which implies vexry different types of
planaing and implementation, say as between India and the smallor African
states, Yet they all have a distinctive common feature in that they shars

the extreme uncertainty resulting from impossibility of forecasting acouratel
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where the strategies of their governments will lead them.

The growth of a countiry ucpends mor. upon cultural and prosresuionad
formation and on radical changes in social structure than uyon capital
accumulation and sound plaminge. The prol'.em of technological training doocs
not stand out as the most difficult to solve., In tiids connection one item
needs special mention. Although enginaering schools of industriulized
countries take pride in sharing the latest techniques with students from
developing countries, this is not the major nesd for these students, who

thould be provided training aiming at technological competence in a wide

setting, with particular emphasis on design to save capital by using additiom

labor, inasmuch as the latter approach is best calculates to arssist the

developing country in its early stages of industrialization.

Munagement is probably the most important factor in the creative and

effective use of resources, and there is an urgent need in deeloping countri

for building up the supply of managers who are abls to create and develop
modern enterprises, both in the private and public sectors. In addition,

deop changes in social structure are necessary, principally with respect to

land reform, whers the political obstacle must be overcome of opposition from

the landed class, and the tachnical ona arising out af the prohlem of

technological implementation.

Rapid populaticn growth is another problem, inasmuch as development
policy must reflaoct, in a relatively short=term perspective, a demographic

framevork markedly different from that existing when it was launched,

Decline in price of primary goods, resulting in inereased supply as &
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consequence of productivity growth in the industrial, acricultural and mining
sectors of deveioping ocountries, has a disturbing effect because these
economies are normally based upon cne crop or cne riindng production, uveuanu
for raw materials and food producits is alsou adverscly ufTecteu by coupetitioan
of synthetics, reducing the quantity of raw malerials necded by the indusirie
of importing countriss., This sort of situation is ulso made unstable by the
ecoaomic trend of industrialized countries to reduce purchases oi ruw
naterials whsn advsrss business cycles occur, The developin~ countries then
loss outlets, which problem cannoct be handled by using noneexisteat currency
reserves, and to the already precarious market situation is addod 3 new
slement of uncertainty by speculation of stockiobbei's over stuckpiles of roo

materials and farm produce,

The unfavorable consequences of the above ure Turther wcrsened because
of ths rather inelastioc supply of primary goocds, i,e., they scarcely reflect
fluctuations in prices. When industrial production ceases to be economic,
production can be out down or abandoned, with labor and capital transferred
to other activities. A country exporting only raw materials cannot fail b-ack
upon such solution, and in the case of agricultural producetion, farmers often
increase production when prices fall in order to try to avoid reduction ii

real incoms,

Thus price fiuctuations, inelasticity of supply, concentration on a
single or a few products, and absence of industrial production combin- to

make 1t impossible for these couniries to make basic, sven mediumeterm,

forscasts, and thus devies conoreste programs, The execution of any developmm:




program therefore involves contribution of foreign capital whicn, bocause of

the poor solveney of the doveloping country, musi generally have tho charactoe:
of aid rather than a loan. For 1t must be reomembexrued that loans, even if
paid back, are so paid only because the country is getting new loans or

further aid,

It aaould be noted that the oil-producing countries are in quito a
different position, since they can accumulate public revenues in foreign
eurrencies large enough to permit relevant expansion and also croate

considerable balance of payuents surplus.

Developing countries, when they are not oil=-producers, consider that
their major economic need lies in strengthening their position in the
international community by increasing exports in the quantity required to

meett

= the inoresmse in imports, which is dotermined by the growing neod for
production goods, required for execution of developnent proframa, the

urgency of improving the tone of 1ife, and the ropulation increase;

= the growing numbor of loans which must be negotiatod to equulize
balance of payments, a balance which today is largely obtained from

aid and loans which, in great part, are never reimbursed; and

e peduction in exports often due to technological progress in
industrialised countries vhere new synthetic products substitute for
and diminish the aeed for ravw materials,

From the above it can be seen that rapid developmont of industrial
production is the only vay developing ceuntries can sclve their economie
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problems, a development which not only nust supply production and consumer

goods today imported, but also feed export outlets in the already industrialia

sountries,

3. ogical d industrial development

For purposes of this paper, innovation means the whole process from
scientific discovery or invention to the final emergence of a marketable
product or a eocial ssrvics, and therefore comprises thres categories: R & D,

production and marketing,

Beonomic growth through technological development depends on continual
innovation, In developing countries, innovative efforts need State planning,
and the leaet advancsd a country, the more smphasis must be given to diffusio.
of information, DBoth in agriculture and industry, the improvement and
adaptation of indigenoue or imported technology and increased efficiency oi
reeources deserve close attention, Because of shortage of capitai and other
faotors,markets in most dsveloping countries dsmand a smaller soale of
operations than in industrialised countriee; the tsohnologies needed are thos:
appropriate to emall markets; technolciies designed for large~-scale operation:

are most inappropriate. |

Developing countries are often said to lack investment opportunities,
WVhat is meant is that there are fev markets sufficiently large to justify
investaent in the types of plants wvhioch intermational investore are
gonerally asccustomed to in industrialised countries., However, with sharper
vision and refined mechanisms for oconducting the search, opportunities would

be found Se supply smaller marikets, using technologies of a type suited to

them, 3
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Technologies currently used in industrialized countries can be
ch.racterized as "labor-saving" per unit output. Those most appropriate to
developing countries might be termed "capital-saving“ and should be designed
to enploy relatively more labor. Up=-to=date and pr;stigious capitil-intensiv
processes suitable for countries where labor is particularly scarce must be
rejected in favor of thore suitable where abundance of capital and labor is
somewhat closer, Therefore, industrial procerses of smail productivity which
are today used by industdalized countries should in greator measure than in
the past be transferred to devoloping countries and be subsiituted by
processes of higher productivity and therefore of higher technological
content, Industrialized countries unwilling to act in this way are likely
to see prevailing wage rates not only not improving but retresating toward the
lower levels customary in countries able to maater only the simplest

technologies.

The behavior of devoloping countries cannot escape, fundanentally, from
the logic of market opportunity, an element destined to bear in growing

measure on industrialized countries with a mariket econowy, given that:

~ progress of the industrialized countries is to a large extent
subordinate to the¢ constant expansion of commercial exchanges with

the developing countriesj and

= the majority of the world's population lives in the developing
countries, and this population is growing at the fastest rate, and

there also is to be found the richest part of the sarth's resources,

Only the industrialised countries ocan realise two necessary (though not

sufficient) conditions for determining a more favorable course of the
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position of developing countries:

= the guarantee of relevant and constant flow of aids; and

= the renouncement of certain types of industmalization of which they
are also exporters and of which, instead, they should become

dmporters,

Industrialised ocountriss havs not followed up concretely on promises

made at international oconfsrences toj

= stabilisze the market of raw materialse whioh the developing countries

export)
= reduce their own sgrioultural production; and

= open their own markets to the new industries of poorer countries.

The result is tha t developing countries, or at least a large number of
thew wvhich are unable to achisve intensive processes of capital acousmulation
and formation of human resources, cannot avoid serious political and
sconomic orisis. Their relationships with industrialized countries ocour
more in an atmosphere of conflict than of cooperation. What used to be
ocalled the “olacs -trugch"lin-ido the industrialized countries is fading
there and is heing revived as a tension between rich and poor countries, the
former == economically homogenscus and in a state of continuous Progress =
the latter «= prooeeding too slovwly or not at all in inproving their often

miserable way of life. In all probability, it is as this situation bscomes
moze asute that the problems of developing countries vill become one of the
problems of the dumusm countries,
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4, Development s in industrialized and developing countr

Even the developed oountries contain areas whioh have becn left

undexrdeveloped, wheres

- accumulation of industrial capital as insufficient, in the past, to
bring the labor foroe of a predominantly agricultural region to a
productivity level of the same order as achieveu by the labor force
in the remaining national territory where the prooess of

industrialization has been concentrated; and

= the defioiency which has been so determined in the industrial capital
structure cannot be eliminated by the aotion of the existing market

mechaniem,

Since the situation of intermal underdevelopment in industrialized
oountries cannot be eliminated by the amotion of market forces, the
disequilibrium oannot but be continually worsened, DBecause in rich arcas
income and power go together, this situation has been defined a. "internal
ocolonialism"” and oould well apply to the Italian Svuth, considering the
system of svoial forces which came about in Italy aftter unification. The
reduotion of the gap will be limited and in part considorably determined by
the transfer of labor from the underdeveloped area to that more advanoed.
Internal migration, however, givee rise to decay even in those modest economi¢
activities whioh were flourishing before the exodus. A sooial disequilibrium
sets in no lees serious than that existing before and gives rise to new
problems more difficult to solve due to the demografic impoverishment producec

by the exodus. It has been found that, in general, the existing development

mechanism cannot adequately deal with this kind of situation, and therefore
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direot pubiio action, contrasting the tendency of produciive investment to
concentrate further in the already congested industrialized zones, is

Justified.

5. State P;m‘m 28 8 method of orientation and stimulation of thc market

mechanism

With the evolution of ecociety from cultures which might be defined as
rural to oultures dominated by technology, the degree of dependence of each
individual on other individusls is incoreased. Relstionships among individuals
on the other hand, decrease both in number and intensity, so tnat
technologiocal progress heightens the isclation of the individual in proportio
to his ocontrol over nature and greater mobility. The inorease in dependence
shom itself in a continuous inorerse in the number, size and complexity of

two systems:

= those wvhoee regulation takes place through spontaneous connections

whioch form between men as a result of chance 3 and

= those which are regulated by man by means of certain procedures to
attain certain aims,

Transition to a programmed economy e« programmed scciety would be a
better term, for economic planning whereby the deoision-making centers of the
eyetem propel the syetem in the direction whioh they consider the right one
in as eoonomic manner as possible is of couree a political and not an
economio operation ~= 4is a problem of traneforming a self-regulated system
inte a regulased ene. The application of planning means that a g€iven eocciety
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does not, in the judgement of the compatent authorities, have that capacity
for self-regulation which is adequate t: lead the system in the direction of

the general aims which these authorities n:ropose to attain.

The incapacity for self-regulation is nased upon the fact that changes
in one part of the system do not automatically and at the right time give risc
in other parts of the system to the reactions which are necessary to move the
systein in the desired direction. The fact is that today there is faulty
coordination vetween the private and public decision centers, as demonstrated

by grave deficiencies in all spheres of public and private life.

An absolute prerequisite to a programmed sooiety is oomnstruction of an
order whereby the aims which must be achieved by the different decision
centers can be exactly defined. These aims are numerous and with differing
standards, i,e.,, such problems as intensification of progress in poor
underdeveloped areas, acéeleration of teohnological development in certain

arens, and establishment of facilities to reduce ﬁollution, etc,

After transition from the political moment (definition of aims) to the
cconomic and adninistrative moment (implementation of the systoms analysis
and the technology assessments), the aims set forth at the political level
become conditions or restriotions which must be taken into account in the
process of fornation and distribution of the national incomne. When the
attainable national income proves to be sufficient, the aims nmust be modified
at the politiocal level, and comparison of aims and resources available nust

be continued until optimum totality of the aims attainable with the resources

available is reached at the political level. The transition to a programmed
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action does nct aifect the mechanism of the market,

The planning w:cchanisms which are able to bring about fundamental change:

in an eccnomic structure are characterized by two elements:

= the State takos over direct responsibility, principally through
Stats~owned compsnies, for the attainment of certain aims of innovatio
production and income distributicn within a certain period of time;
and

= the achievement cf these objectives is effected by maintaining a free

economic system vhose framework undergoes a certain modificatien,

A fres market system is maintained tc preserve and develop
entrepreneurial vigor which iz enccuraged by private cwnership of the means
of produotion. Thrxrough State action the market system is gearcd to the
achisvement of social objectives which cannct be attained by the market

mechanism alone,

In the "mixed eoonomy" of a developing ccuntry, for which establishment
of a general State plan is a prerequisite, the State should consider it one
of ite tasks to assumo responsibility for thcse innovations and investments
which, while foreseen in the general plan, cannot be undertaken by private
initiative., Although some opportunities do appear for improving the design
and for acoelerating the carrying out of induetrial development programs,
slight improvements can be expeoted, but nc sudden changes will dramatically
inorease industrial growth ratee.




6o

poeitive

planning

1)

2)

3)

-

4)

economio

1)

- 110 -

[ n techno m

Teohrnology assessments provide for economic planning an overall sketch
of the advantages and disadvantages of varioue orders and make it possidble
to choose among available alternatives with fairly eimilar primary effeots

these with the smallest negative seocondary or tertiary effects or the greates

ones, and can be expeoted to perform important roles of economic
by
Clarifying the nature of existing social problems as they are

influenced by teohnology, possibly indioating the legislation needed

to achieve satisfactory control,

Providing insights into future probleme, to make possible the
sstablishment uf long-term priorities and to provide guidance for

the allocation of national reecurces.

Stimulating the private and publio seotore of our eociety to take
those courees of action for the development of new teclnology that
are moet ecoially deasirable. Such actions may be creative or

defensive,

Eduzating the publio and the govermment about the short-term and
long=term effects of the range of alternative solutions to current

problems,

overall objeoctives of technology assessments vithin the framework of
planning ares

|
|
|

To improve a coumntry's quality of 1ife. This is the long-range
objective t0 whioch somehovw anc' to some extent all other odbjeotives
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are subordinated,

2) To strengthen the country’s technological infrastructure and
innovative eapacity, including relationships between government,
industry, and universities. This is a shorter-range objective, but

basio to ths accomplishment of the first objective.

3) To focus efforts of government laboratories, State owned companies,
and universities on specific areas of teohnology belicved to offer
promise for national pre-eminence and to improve a country's
competitiveness in foreign trade.

4) To retain in domestio hands control of designated "growth" industric

that inoorporate new advanced technologies,

3) To enhance national prestige.

The effectiveness of teclinology assessments appears to be groater in
those countries in which 1) the national science and technology policy and
goals, particularly as they affect designated industries, are well-definec
and less subject to change, and 2) government involvement in economic
Planning and integration of technology cassessmsnts into the planning
mechanism, hae been direct and substancial. The public sector, indeed, nceds
technological aeeessments Aif its planning and development policy is to allow
for foresssable or desired technological trends. The planning agoenoy muet
know whioch inventions are expected to induce potential basio innovations of
the future, i,6.,ars likely to modify national economic structures
significantly., Is must have an approximate date for the introduction of
these innovatiens and the timing of their effective impact. Above all it
must have adequase advance netiee of technological mutations so powerful as




- 12 -

tc be capable of causing upheavals of entire sectors of the procduction

prucess in a short psriod of time,

To be effective, technology assessment program» 3eem to require

establishment of a Science and Technology Office within the national planning
agendy toi

~ perform a planning/coordination function for § & T programs of

guvernment laboratories, State—owned companies and universities; and

= promots, through the national planning mechanism, invention,
innovation, and development, transfer and utilization of new
technolories whioh would oontribute to the solution of national,
scocial and environmental problems and ths oompetitiveness of ths

country's foreign trade.

Thus State planning and technology assessments obtain for all public and
private decision=making centers a reference framework enabling them to avoid
risks they would otherwise run if left, as at present, in a situation of

uncertainty regarding the general and partiocular sims of public action,

7. State RAanning shd teohnology assegsmont &s instruments for the control
oL _the publis sector

Control of the public sector is a relativaly nev problem arieing out of
aumerous activities added in recemt decades to traditional public action, suc
as assesament of the "secondary effecte™ from imtroduction oi' new technelogie
pretestion of the enviremment and the consumer, etc. The position of
uneertainty in vhich a large part of public action takes place 4in thess aress
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wvhich have been added in recent years is identical with that in which
sntreprensure and induetrial decision-making centers must evaluate the
pProbability of various future developments and take decisions accordingly,
Not only State enterpriees, but aleo wany public ministries and administrativ:
bodies operate in thie eituation.

Public action 4is characterised today by:

= wide extension and differentiation, and

« inereasing importance of the sntreprensurial element which was
formerly considered typical of the activities of the private sector
and adbnormal for the public one,

A programmed action can have as its aim the identification of the
optimum modalitiee of public action activities and exercise a merit control
vhioh should nevwr be lacking in the public eector and finds no basis in the
corresponding legal acte, adminietrative norms and statutes, The three
program typee on which planning is built up ares

- QbkJective programs, whioh sake on the charscter of decisions. In

them the actions are first defined which are to be carried out for
the attainment of certain definite results; secondly, the sources are
given from which the requisite resources are drawn] and thirdly, the
iastitutional changee are epecified vhich are Tequired for the
carrying out of the aotions proposed.

= SEisnaASion REOETAME, “hieh otate the gemersl aims vhich must be

attained by means of the decisiens of the compesent autherities.
They de net have deeisional charest ir and oan ¢ ause extremely varied
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effscts according to the political answer which they receive and the

reasonableness of the aime vhich they propose.

- Verification programs, by whose :11 the state of the system, the
direction of its evolution and the difference betwsen this evolution
and that which is thought to have been given %0 the system are

assssssd at periodic intervals.

Prerequisites for the control function of technelogy assessments are:

1) Teshnology assessments should be produced im an environment free from
pelitical influsnoce or predetorwmined bias.

2) Members of a technology assessment task foroe should be chosen for
their sxpertise but not as representatives of affccted parties or

spedial imterests.

3) The necessary, thorough investigation of she soeiological and
pelitical impacts of sechnologies under assessment requires exsensive

participation by behavioersl and polisical scientiess.

4) In order to give full eonsideratien te secial as well as sechaieal
issues, technology assessments should imclude analyses of the cause-
offect relationship between different government strategies and their
social impacts and should be supplemented by the intuitive Judgements
of kmowledgeable individuals,

3) Is 4s useful $0 classify technelegy assessments as initiated a) by
an existing secial problem er b) by the peteamtial of & new technology

6) Oriteria for cotablishing the pricrity of tepies for asscssment
Mmmmamm«mmummms. the
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visibility of ths problems to legislators and to the people, and tie

current and expscted rates of development of the technologies,

7) Ths appraisal of the accumulated spectrum of consequences of
technological dsvelopments must include the derivation und use of
measures of sooial value pertinent to "the quality of life," in
addition to the conventional economic and technical riskebenefit
criteria,

8) Technology assessments can help alert the nation to futuro benefits
and to future problems and can thus provids the public support

nesessary for national programs, designed to secure the benefits and
$¢ aveid those probleams,

8. Ceoncluding remarks

It eoeme to be the opinion of everyone that the gap betwsen tio ideal
combination of instruments set out above and the instruments in use today in
the developing countries is a large one. The efforts vhich are today
dedicated to eliminating this gap can thue easily be understood. The first
approaches to this end do not lis exclusively in improvement of the conceptua
schemes whioh are in our possession today but aleo in more rational and

sxtensive use of those lnstruments already at our disposal,

The so=called industrial society in all oountriss basicaily has a
primitive knowledge of the modalities through which ths snormous and incroasi
flov of goods eam be regulated and comtrolled, In other words, socisty in
the devealeping as well as in the industrialised world.is proving to be less

and lese in a pesition to keep under control, with sfficient decisions saken




at the proper time, the multiplicity of systems of which it is composed.
{t .s this state of affairs that is the cause of the crises and disequilibriw

which we are today experisncing.









