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1, Int-roductio_g_

This paper approaches the subject metier of the Group lMeeting
from a direction differing scmewhat from thut of the other contributions,

In the context of the overall theme of the meeting, the role of
Market Research is to heln ensure that industriil research and the
various forms of technical uid cnd assistance to developing countries
are applied as effectively is possidle. Txamples of the types of
question that Market Tlescarch orsanisations cun hel™ to inswer are:

'Ts there a nced (and, if so, how ¢roat 4 nced) for the products
or gervices which would wresult from tho amnlication of marticular
industrial rescarch »rojects or the “ransfer of cnecific skills/
technology to developing covntircs??

'How should procucts or semices be desiened or formulated to fit
in best with the consumer habits, traditions and culturul patterns in
the developing country??!

"Which arc the products/services for which industri:l rescarch
and technical assistance can provide the groaitest pay—~off +to the
developing country in terms of import substitution, export potential
and raising the living standards of the local population™?

2. The Nature of Developing Countrv Industrialis.tion

In the past, industrialisation objectivaes of many developing
countries have led to indiscriminate dev:lopment which has not always
taken sufficient account of the countries' rcal needs and their capa—~
city to abserb the technology., In particular, tool ittle regard hus
often becen paid to:

(i) customer needs (either those of the final consuner or institu-—
tionE.L/industrial customers) - especizlly in te:ms of existing
habits and customs;

(i) quality of the labour force and minagement.

This was understandable 4t a time when the prime cconomic objec-
tives of many developing countries were to cut imports, create johs
and demonstrate economic independence throughout nrestige projects,
However, a more sophisticated approuch has emerged in recent years.
More seclectivity is bein; applied to nossible industrialisation
projects, including rofcrence to the critoria listed above.

Amongst other results, this his led to groater cmphasis on
agriculture and rolated industries such as food processing. More
generally, it has been increasingly recognised that, with the limited
resources available, it is essentiil to maximise their utilisation in
the process of industricl development.
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3. Sources of Investment for Industrialisation and their Use of
Market Desoarch

Apart from intermal financing, especially significant in some
countrios rich in mw materials, the main sources of industrialisation
funds for devcloping countries are gonerallys

(i) Foroign private investment.
(11) Bilatersl (government) aid or loans.

(iii) Inter-governmental awgencics such as UNIDO; IIT™; World Lank; FAO;
EEC's Committec on Industirial Co~opcration/Centre for Industrial
Development.

However, it is unfortunatecly truc that only in tho first category
is there uny systemstic application of Jfarket Teseirch to isscss the
feasibility of specific projects and how to optimisc them.

For example, before constructing plints in several doveloping
countries tc manufacturc detergents for clothes wshing, 4 major
intermational company conducted large sculc consumcr qurveys to
discover:s

- thg temperature 4t which clothes arc wished:

- the materials from which the clothes arc madey

- whether wmshing is by michine (which tyne?) or hand;

- whether clothes are dried in the sun or the shade;

- the quantity of witcr used for o given weight of clothes;

- whether, or not, particularly dirty patchcs on the clothes arc
rubbed ;

- the protein content of local stiins; ectc.

Only with this knowledge could the commany's Rescarch and
Development team formlate appropriate nroducts for the specific
markets ccicorned., These products often differ subs-antially from
those used in highly developed countries (cegs 2 high level of per—
borate, common in 'developed world! detergents, is harmful if clothes
are washed in cold weter - as is usual in many develoning countries).

Clearly, such painstaking preliminary analysis of consumer
behaviour enabled this varticular cxamplc of industrialisation to-bo=
introduced in a more beneficial ind effoctive wy for all concorned.
From the point of view of the developing country, the successful intro-
duction of such products ensures the creation and maintcnanco of local
Jobs, tho substitution of local production for imports and an increasao
in local standards of living/hygienc,

Many similar examples could he cited., In India, thc subsitution
of local oils in soap not only involved a major!l and D programme but
also included careful consumer testing to ensure that the new product
was accoptable to local tastes, 1In Sri Lanka, technical research
combined with consumer evaluation of cocomut oil-based vanaspati
permittod a local raw material to substitute for an importod one.

The new product has been so successful that it now generatos oxport
earnings for Sri Lanka.

—
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Of coursw, not all commercial organisations arc as thorough in
their market rcscarch activities in developing countries. Sadly, how-
ever, organisations providing various forms of aid in the industriali-
sation of such countries rarcly conduct such market amalyscs at all,
The point can be illustrited by reference to cnc example from a
number of nrotein-rich food schemes aimed at the relief of malnutrition,

This case concerns a product called Incaparina, 4 soya cnriched
food produced in beverage and flike form. It failed in %l Salvador;
Nicaragua; Brazil; Venezucla and feur other Central/South American
countries. Reasons for its failurc included over-relidnce on stress—
ing its medical benefits, incorrect pricing relative to competitive
products and poor formula.tion/taste. Preliminary consumer research
could have identificd these risk arcis and permitted the product to be
introduced in 4 more favouruble waiy., In fact, such a programme of
Market Reseirch was conducted in Cuatemala and the product launch
modified accordingly. This waus the only country where the product was
successful,

Another example from the food industry concorns the building,
with 2id assistance, of 1 tomato canning plant in Ghana, 1lthough
Ghanaians consume . large quuntity of tomaitoes and tomato purce, the
project failed to reach its objectives for threc main reisons s

- there were not cnough locilly grown tomatoes to supnly the
factory, so imports were required;

- more canned tomatoes wore nroduced than could be consumed locally;

- consumers did not like the product of their own factory; they

preforred the imported/smuggled Italian brunds dospite tho price
differential.

Preliminary Market Rescarch into market potential and consumer
tastes could hive led to 4 morc cofficient invostment decision.

All this is nol to say that commercial and other organisations
in develop.d countries always conduct market anilyse: before intro-
ducing technical developmonts or investing in new plint or processcs -
the Concerde airliner is, perhaps, one of the more obvious oxamples
where this did not happen sufficiently. However, woalthicr countries
are better able to afford such mistakes than is the developing world,
With such limited resources available, cither internul or extcrmal, it
is particularly important for developing countries to deploy them
efficiently. This is where Mirket Rescarch has a key contribution to
make,

4. Role of Market Lesearch in Helping the Industrialisation of
Developing “ountries

Market .tescarch does not stand ilone. It should form an integral
part of uid and cnvestment programmes. Typically, the Yarket Rescarch
contribution would follow 1 sequence thus:

(i) Strategic research

This might be dirccted towards identifying and cvaluating
opportunities of many kinds c.g. introducing a new production
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process; investing in new nlant or cquipment; capital nrojects
such as roud/school building. Most commonly, howcver, it is
applied in evaluating now nroducts or gervices aimed at cnd-
consumers or intermediate industrics. The procedurcs used
include desk research and surveys amongst samples of consumers,
rotailers, institutions cte. Often, tracde ussociitions and
Govarnment departments arc .ilso contacted in *he information
gathering process.

(1i) Tactical research

Ideas, nroducts or scrvices that cmerge from the strategic phase
as having notential are then screencd to issess their degree of
acceptability. Denending on the nature of the product or ser-
vice, so the screening muy be conducted amongst final consumers
or decision takers in othor hotential customer) industries.

Many differcent aspects of the product can be cvaluated at this
stage. In the case of . consumer product this might include
formulation, nricc, nackaging, advertising, distribution
channels and so on.

(iii) Wvaluation of final nroduct

Bascd on refincment of the various nroduct features at the
tactical rescarch nhase, the finished product can be introduced
in the ontimum wiy. If nossidle, o test market asscssment pro—
vides 1 final limitced commitment opportunity to .issess the
degree of accentability nrior to its full introduction to the
markct nlace.

(iv) On-going m:rket monitoring

Oncc a product or scrvice is established in a market, regular
measurcment of tho size, structurc and development of that
ms-ket (including the rclative sharcs of comreting nroducts) is
necessary to ensurc that rclevant information is always zvailable
on which to hage any appropriate aciior.,

It is also imnortant to reccive regular feed-back on other ele-
ments of the changing environment such as developments in consumer
tastes, activities within the trude, amongst competition and on the
politicoeconomic front.

Sometimes, somc parts of such market analysis nrocedures are
conductod by universities, government/reseirch institutes or technical
congul tants within thc context of the overall aid or technical assis—
tance programmc. Such rescarch is often useful bhut frequently
neglocts innut from the ultimate consumer and usually copes inadequately
with issues that form part of the duily activities of nrofossional
Market Nesearch companies. The unique contribution of such larket
Rosoarch organisations includes:

(i) Problem definition and analvsis, especially in terms of defining
objectively the nature of the market information necossary to
make specific decisions.
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(ii) The technical skills recquired to cone with the key nroblems of
researching markets irn developing cowntries i.e. sampling,
interviower training and culturc gar.

(1ii) Application of data collection and processing resources. Iy
own organisation not only has pgraduate-staffed offices in 10
devcloping countries but also controla carcfully trained tcams
of interviewers who arce able to administer questionnaires and
t0 collect other tymes of daia in these, and other, develoning
countrics. (In the wast few yoars, Rescarch Intermational has
conducted nrojects in over 50 develoring countrics on hohalf
af Governments, intermational orpanisations and multi-national
comn:nics. )

[ . . . . . o .
\1v) The discinline 2ad cxpericnes of offering action-oricntated

internrctation and recommendation.

5¢ Co-—-operation with Universities, Industrial Reseairch Organisations,
Industries and UNIDO!'s Role

As a commercial luriiet Research organisation; we naturally co-
operate closcly with our clicnts, Unfortunately, ac indicated earlier,
it is only the multi~reticral commanics that make systematic use of
Market ilescarch, although Govermments (or their agents) of some
developing countries and certain international a.id/a.:ssistdnce organi-—
sations also use lirket fescwrch on crasions,

UNIDO can pley a vzluable role in helping t~ ongure that the
managors of induslrial 15.(1/1‘030»1‘(;11 and toebnicoel asgistince programmes
take account of the mitet gitvaiion in the countries cmecorned. This
can be donc most cconomically and cfficiently by econsuiting a pro-
fessional Ilarket liescurcch organisation before the nrogramme commences.
Such organisctiong sre alwwys prepared io analyse the situation from
the industrizl customer cr cnd-consumer viewpoint and nrepare rroposals
for a Market Lisearch programrice to-be-conducted 25 an integral part
of the overall nrcjerct.

6. Summary

The key role of llarket liescearch in agsisting the industrialisation
of developing countrics is to belp ensure that industiial aid,
Tochnical 2ssistance and direct foreign investment is applied most
effectively - through an understanding of the characterigstics of the
market concerncd. This loads to industrialisation projects that create
the products and services best designed to meet the roal nceds of the
population, with benefits that includc)

(1) Raising the standards of living, nutrition and hoalth.
(11) Providing securo employment in the industry concerned (whether
through national or multi-nmational organisations or any of the

various foms of joint wvonture).

(1ii) Import substitution and export earnings pctential,
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Furthemore, the application of Markct Rescurch in developing
countrics provides opportunities for trmining local pcople and the
transfer to them of skills and knowledge in Market Rescarch and other
marketing—-reclated disciplines, The acquisition of such skills adds
to the reservoir of management resources in those countrics,

A8 developing cconomies grow, the tastes and bchaviour of %the
population change (as do thosc of the industrial organisations that
serve them). Thesc processes must he monitored and ccted upon if the
industrial system is to adapt to these trends and to provide the goods
and services appropriate both to the nceds of the loscal population and
to export markets. Hence, the establishment of . hecalthy local Market
Research industry is an integmal mrt of successful industrialisation.
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