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MARKETING SYSTEM DEVELOPMENT, EMPLOYMENT AND LABOUR MIGRATION
IN DEVELOPING COUNTRIES.

Abstract:

Demographic studies of developing countries show an increase in
the pressure for productive employment. The first question de?lt
with in this article is 'how much employment in casu traders and
sales people can the marketing system absorb in the course of
growth'. The Clark-Fisher thesis is criticized and the article
advocates that the marketing system is critical in the early

phases of development.

The second question dealt with is 'how does the pressure for
employment influence the structure of the marketing system, its
ability to change and its efficiency'. Four theses are reviewed
and it is found that in spite of their differences they agree
on one boint, namely that the traditionel marketing system is
better at reproducing itself and expand by adding more of the
same type of institutions to the present stock than it is at

changing qualitatively from within the system.




1. Aim and Content.

Population growth together with migration from rural to urban
areas have put pressure on all types of employment opportuni-
ties in developing countries and special pressure on opportu-—
nities, requiring very little capital and few skills. As the
traditional parts of the marketing system and especially the
retail trade belong to the 'easy to enter' type of economic
activity, the pressure for employment - especially as self—pm—

ployed trader - has been severe on the distributive trades.

The aim of this article is to discuss two basic questions re-
lated to this employment pressure, namely what determines the
number of traders/employment in the marketing system in the
course of growth, and how is the marketing system influenced
by population growth and migration of labour from rural to ur-
ban areas with respect to its structure, its ability to change

and its efficiency.

The two questions are approached by presenting and discussing

a number of theses on the relationship between the marketing
system and employment/labour migration. Emphasis is on systems
dominated by private traders and the reasoning relates prima-
rily to the African setting, as this is the continent with
which the author has most fields experience. The data used con-—
sist of findings by other researchers and own observations and

data.
To create the right setting for the discussion the article is

introduced by two short sections on the demography of develop-

ing countries and marketing and economic development.

2. The Economic ang_Demggraphic_ggggigg;

By year 2000 world population is expected to reach 6.1 billions
against a little less than 5 billions in 1985 (UN 1985). De—




veloping countries are expected to account for 78% of World

population ot the turn of the century against 74% at present.

In growth terms populations in developing countries have sin-
ce 1950 expanded ot a rate of 22% per annum and will expand
at an expected rate of little less than 2% until the year
2000.

Although rates of this magnitude have historically been expe-
rienced before (UN 1980), it is reasonable to talk about a po-
pulation explosion in the 2nd half of the 20th century due to
the increase in the actual number of people. As the increase
is taking place primarily in developing countries, Governments
here will face an enocurmous task of generating job opportuni-

ties in the years to come.

To gqualify the task at hand of the Governments, we might look

at the present and expected future occupational structure.

The proportion of the labour force in agriculture has to no
ones surprise declined from 1960-80 and increased in case of
industry and services. At variance, however, with the past
pattern in present developed countries, the service sector is
larger than the manufacturing sector, indicating that the bulk
of new employment in developing countries is to be found in
agriculture due to its relative size, and .in services due to

its expansion.

Of interest to a study orf employment in the marketing system
is also that no less than 40-50% of urban employment is within
the socalled 'informal sector' to which the large traditional

parts of the marketing system belong (Sethuranm 1980).

As to the spatial distribution of populations, urban growth

was high - around 4% per annum from 1960-80. It will continue
to be high (3.75-4.00%) in the years to come according to UN
(1980) and by year 2000 43% against 30% in 1983 will live in




urban areas in developing countries.

About half of this increase will be due to rural-urban migra-

tion with natural increase accounting for the remaining.

The rates of urbanization (i.e. the growth rate of urban to
total population) are not exceptional by historical standards,
but when combined with the high rates of population increase,
it is obvious that developing countries face especilially severe

problems in creating urban job opportunities. .

Finally a brief look at underutilization reveals that open un-
employment (excluding China) is estimated at 6% in 1980 (ILO
1984), with total underutilization probably in the range of
20-30% of the labour force and even larger if underutilization
is defined in terms of people with unsatisfied basic needs

(Hopkins 1983, ILO 1984 p. 13-14).

In economic terms measured by GNP per capita, Governments will
face a challenge in merely keeping face with the rate of popu-
lation increase. From 1960-80 the annual economic growth rate
was 5.5%, i.e. more than double the population growth of 2.2%
(Hopkins 1983).

This average, however, cover up a diversified world map with
socalled NIC-countries especially in Africa experiencing growth

rates below that of population increase.

The average growth rates have dropped in the 80'ies and the
economic prospects in an unstable world market are in no way

bright for the developing countries.

From.this short journey into the economics and the demography
of developing countries it can be concluded that the pressure
for employment is and will continue to be very high especially
in the urban areas. Further, that the services sector most 1i-

kely will have largest incremental absorptive capacity and that




the informal sector will experience a high pressure due to its

low requirements with respect to capital and skills.

3. Marketing Systems and Economic_Development.

From a marketing point of view it is purposeful to look at eco-

nomic development as

1. an increase in per capita income and thereby in consumption
(ultimate demand), and as

2. a transformation of old economic structures into new (growth)

structures (supply side).

In the former case focus is on producer-consumer relationship,
i.e. on the consumer market and how income elasticities of de-
mand, Engel Curves etc. influence and make and require the mar-

keting system to change.

When viewing economic development as a transformation of econo-—
mic structures focus is on the industrial markets, i1.e. on pro-
ducer-producer or producer-trader relationships, with emphasis

on changes in division of labour occuring in the course of growth

(Sorensen 1984). .

Generally speaking economic development implies an increase in
division of labour, whereby a new occupational structure is
established at the same time as the importance of the marketing
system increases in order to¢ link what division of labour is
parting. This transformation view of economic development is
therefore very appropriate for =a study of the relationship be-
tween marketing systems on one side and employment and labour

migration on the other.

Furthermore the transformation view also gives us an opportu-
nity to study marketing system development in a transformatio—

nal but non-growth economy. Not all transformations of the




economic structures lead to economic growth, but surely all
will change the division of labour and thereby the role of

the marketing system.

A second important distinction to make in this study is rela-

ted to the concept of 'efficiency'.

Economic efficiency defined as minimum marketing costs given
supply and demand, has traditionally dominated marketing stu-
dies, but such a static way of looking at the marketing system

is not suitable in a development context.

In a developmental or transformational context we need to look
at the dynamic aspects of efficiency. Analytically we can dis-
tinguish between two forms of dynamic efficiency, namely the
capacity of the marketing system to change from within and lead
changes in demand and supply and secondly the ability to adapt
to changes in sypply/demand.

In the former case we will see the marketing system on the bar-
ricades, trying to create demand and supply. In the latter case,

the marketing system is responding to outside pressures.

In this article we will be primarily concerned with dynamic
efficiency and in the light of an employment pressure we will
especially look at the capacity of the marketing system to
change either quantitatively, i.e. by adding more of the same
type of institutions to the present stock or qualitatively, i.e.

reforming the marketing system.

Finally in relation to changing the marketing system, the terms
"traditional', 'improved' and 'modern' will be used. The tern
'traditional' has no negative connotation, but means the well
known and at present dominating marketing institutions (e.g.

public markets) and practices (e.g. bargaining).

The terms 'improved' is used in the sense of making the present




system better and the term 'modern' is used when we speak of
new types of institutions and practices such as in case of su-

permarkets.

In this section we will deal with the first main guestion this
article intended to discuss, namely the absorptive capacity of
the marketing system in the course of growth. Bhere observation
tells us that there is a multiple number of traders in develop-
ing countries, but are there too many? Our starting point will

be the Clark-Fisher thesis.

The Clark-Fisher Thesis states that the economic growth is usual-

ly accompanied by a decline in the number of people engaged in
agriculture relative to the number engaged in manufacturing,
which in turn declines relative to the number engaged in servi-

ces (Fisher 1933 .and 1952, Clark 1951).

An economy is thus expected to move from (subsistence) farming

via an industrial economy to a service economy .

The thesis has been much debated over time and a number of stu-—
dies made to verify or falsify it and its applicability in case

of developing countries.

These studies (Sabolo 1975, UN 1980) have indicated that "...
the process Clark observed in the currently more developed coun-
tries has only partial relevance to conditions in the less de-—

veloped countries." (UN 1980, p. 63).

As already shown in section 2, a larger proportion of the labour




force has been absorbed by the tertiary compared to the se-

condary sector in most developing countries.

In explaining this tendency it has been pointed out that %he
manufacturing sector is more capital intensive in developing
countries compared to present day developed countries, when

they were starting industrializing.

It is also argued that a shift in income elasticity of demaqﬁ
for services has taken place. The elasticity of demand for such
services as education, health care, travel etc. is lower than
what is anticipated according to the Clark-Fisher thesis. To
this is added the large number of public employees, as a con-
sequence of a more comprehensive role in development played

by governments in developing countries of today compared to

the developed countries in the past. Mentioned is also the de-
mand from developed countries for recreational facilities in

developing countries.

In short, the modified occupational pattern in developing coun-
tries can partly be explained by different ways of organizing

scciety and the fact that history does not repeat itself.

The debate for and against the Clark-Fisher thesis can also be
seern as an outcome of methodological weakness in the tripartite
calssification of all economic activity. Especially the terti-
ary sector comprises a rather heterogenous group of activities
and as marketing 'services' are included in this Eroup, we will

take a closer look at this sector.
Already Bauer & Yamey in 1951 questioned the validity of the
Clark-Fisher thesis and proposed an almost opposite state of

affairs.

The Bauer-Yamey Thesis states that the proportion of ressour-

ces engaged in tertiary production, notably in trade and trans-
port, is likely to be high in the early stages of economic de-

velopment.




This means that Bauer and Yamey expect the rate of growth in
employment in the marketing system to be higher than in other
sectors, notably industry in the early stages, whereby the ra-

tio of marketing to total employment increases.

Using primarily a deductive method (because of non-availabi-
lity of statiatics to illustrate their point of view), Bau-

er & Yamey had four main arguments in favour of their thesis:
1. Not all tertiary products have a high income eglasticity of

demand.

2. An extensive ‘'use of labour instead of scarce capital is ta-

king place in the distributive trades.

3. Many marketing facilities are required to establish an ex-—
change economy, i.e. to commercialize the economy and in-

crease specialization.

4. The structure of production (dispersed small-scale farmers)
and consumption (consumers with low outreach, who shop fre-
quently and buy on a small scale) as well as the modest
standard of the economic infrastructure demand many marke-

ting facilities.

Thus the large number of traders observed by Bauer & Yamey in
their studies of West Africa is to be explained by a combina-
tion of functional requirements in the early stages of growth
and substitution of labour for capital and other scarce res-

sources.

Two years later in 1953 Triantis (p. 628) proposed a tripartite
classification of the economi activities in the tertiary sec-

tor a classification which clarified the Bauer & Yamey thesis:

l. Services bought by the consumers for direct consumption

(e.g. a2 haircut).




2. services which facilitate the movement of goods and the

transfer of factors of production, and

3. public services.

Triantis finds that the income elasticity of demand for ser-—
vices (group 1) is high, but he agrees with Bauer & Yamey with
respect to the second group. This group expands "..,. pari passu
with the development of specialisation and exchange which is
characteristic of economic advancement, end therefore, more .

than in proportion to primary and secondary activity." (p. 8630).

In 1970 Katouzian suggested yet another but similar classifica-

tion. He distinguised between

1. 0ld services (e.g. domestic services)
2. new services (e.g. health facilities), and

3. complementary services (e.g. distributive trades) .

In the course of growth demand for old services declines whereas
it increases for new services which are highly sensitive to an
increase in per capita income. The third group is complementary
to the process of industrialization in two ways, namely as com-
plementary factors to urbanization and as necessary links to

the process of round-about or capitalistic production (p. 366).

Using these sub-groupings-of the tertiary sector and having
our own purpose of relating the marketing system to economic
development and employment in mind, it is clear that the ter-
tiary sector must be viewed as consisting of two principal

groups of services, namely

1. Services which are bought for their own sake by the con-
sumers. Such services are from =a marketing point of view
parallel to material products in the primary and secondary

sectors.
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2. Services which facilitate and are complementary to economic

development.

Marketing activities like wholesaling and retailing belong to
the latter group of tertiary activity. As an economy grows, more
as well as new types of goods and services are produced and con—
sumed which in turn require more marketing activity. Further,
as the economy grows specialisation increase and the concom-
mitant increase in division of labour demands more' marketing,

facilities 'to close what division of labour has barted'.

From this reasoning it is clear that the Clark-Fisher thesis
has little to say about the development of the marketing sy-
stem. Only a fraction of marketing activity belongs to the
tertiary sector in the Clark-Fisher sense. Examples are per-
sonel services attached to the sales of certain consumers
goods, which are highly sensitive to increases in income. The
bulk of marketing activity is complementary to the structural
transformation of the economy, i.e. the change from a predo-
minatly subsisstence economy towards a growth economy charac-
terized by extensive division of labour. These activities do
not fall naturally into any of the three sectors stipulated
by Clark and Fisher. They beleng to a group of their own, caom-

plementing the sectorial changes.
Thus, the Clark-Fisher thesis is guestiones on two points:

1. Actual employment figures from developing countrie indi-
cate that the service sector defined as Clark and Fisher
does it. grows less fast than the manufacturing sector in

course of growth.

2. The tripartite classification of economic activity by Clark &
Fisher does not distinguish between economic activity with a
direct demand and activity like those of marketing, which fa-

cilitates and is complimentary to economic development.

In accounting for point 2, we expect a rapid growth in employ-




11

ment within the marketing system in the early stages of de-
velopment relatively to that of the manufacturing and the re-

maining service sectors.

To verify the reasoning by Bauer & Yamey, Triantis and Katou-
zian empirically is, however, difficult due to deficiencis in
the avialable statistical material. Neither cccupational sta-
tistics nor induétry statistics have classifications, which
can be used to demarcate the labour force or any other type of

ressources in the marketing system along the abowve lines.

The empirical evidence presented below is therefore not con-

clusive.

In a study of the increase in retail food in the course of
growth, Stevens (1963) found for 70 low income countries a ra-
pid increase in food retailing (as measured by % of non-agri-
cultural labour force) at low income levels, the increase de-
clining at higher levels of income. "High income elasticities
of demand for retail food point to the likeliness of consider-
able strain on the marketing‘system during development..", he

concludes (p. 1499).

Similarly, Collins (1963) in his study of-Italian retailing
found that the number of persons engaged in retailing per 1000
population increases with per capita income levels, but at a

declining rate.

Preston (1968) - comparing the ratio of commercial employment
to all employment with GDP per capita for 79 developed as well
as developing countries - found: "On the balance it appears
that the larger group of poor countries unquestionably have
lower shares of their labour forces in commerce than the in-

termediate and rich countries." (p. 17).

However, he also found that also 1/3 of the poor countries had
the high commercial to total employment ratios anticipated by

Bauer & Yamey.
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Katouzian (1970) using timer series data for a number of more
developed countries (the data collected by Kuznets 1957), found
that the complementary services as measured by the persons en-
gaged in transport and commerce increases at a declining rate

in the course of growth.

Finally a UN-study {(1980) of more than 40 developed as well as
developing countries found for the occupational group 'clerical
and sales services' a rapid increase of the labour force at the
lowest level of development (measured as percentage of totaf
labour force in agriculture), increasing to 22.2% for developed
countries (p. 68-69). The increase was more pronounced for the
rural areas (from 2.0% tol2.4%) compared to the urban areas

(from 17.3% to 26.0%).

Although more research is required, some tentative conclusions
can be drawn from this analysis of demand for marketing faci-

lities in the course og growth.

The Clark-Fisher thesis is not very useful when discussing the
development of the marketing system and especially the employ-

ment within the system in the course of growth.

A distinction between products (agricultural and industrial)
and services consumed/used for their own sake and complementa-
ry activities, which are necessary and which facilitate the
transformation of the economy from one of predominatly sub-
sistence production to an economy with wide division of labour
must be made to establish a sectorial typology useful for mar-

keting system's analysis.

Second, the consumption pattern in present day developing coun-
tries shows some variations from the one which characterized de-
veloped countries in the past. Especially the demand for educa-
tion, health care and other more collective types of services
have shown to be less related to the level of income than indi-

cated by the Clark-Fisher thesis.
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Thirdly, deductive reasoning as well as empirical evidence
(although not conclusive) indicate a rapid increase in the em-
ployment in the marketing system in the early stages of growth

and a declining rate in the later stages.

Fourthly, as marketing activity is complementary to industriali-
zation and urbanization and thereby specialization, demand for
marketing facilities increase relativily to the secondary sec-
tor and the redefined service sector in the early stages of e-,

conomic development. ‘

Due to this increase in demand for marketing facilities consi-
derable strain on the marketing system is expected in the ear-

ly stages of growth.

The question is therefore if the rapid demand can be met by an
equally rapid increase in supplies of marketing facilities, in-
cluding the supply of traders. As pointed out in section two an
employment pressure will assure a quantitative supply of labour.
Whether the supply will have the qualitative characteristics
necessary for the development of the marketing system is an is-

sue we will deal with in the sections to follow.

5o far we have assumed a concommitant increase in per capita in-
come and urbanization. As stated in section 2 per capita income
increased on the average about 3% per annum from 1960-80 in de-—
veloping countries. Only a few countries - primarily in Africa

- experienced a fall in per capita income in that period.

The situation changed somehow in the early eighties. Per capita
growth rate fell on average below population growth rates and

again Africa was the hardest hidden continent.
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At the same time, however, no end has been put to rural-urban
migration. In fact Africa is expected to have the highest urban

growth rates in the next 15 years (UN 1982).

The guestion is therefore, how the marketing system is going to
meet this situation. We will let the discussion start from the

following thesis:

Urbanization without growth-thesis: The marketing system tengds

to be labour intensive and under constant pressure for employ-
ment when urbanization takes place without a concommitant eco-

nomic development.

Confining the discussion to locally produced foodstuffs, ILO
has estimated, that growth in per capita agricultural output
and in food consumption have been uniformly well below growth
in overall GNP per capita. As many as 30 out of 67 developing
countries for which data exist had a zero or negative agricul-
tural growth rate from 1970-80 (ILO 1984, p. 13). The food mar-—
keting system in many developing countries is thus to perform
its functions in a non-growth economy with high rural-urban mi-

gration.

In more details the consumption/purchasing and the production
of foodstuffs in a non-growth econcmy can be described as fol-

lows:

grbagwggeas:

1. An increase in urbanization in a few big cities with from
5-20% of the population and a larger number of semi-urban

areas.
2. Low income of which more than 50% is used to pay for food.

3. Few means of transportation ond no storage space at the con-

sumer level.

4. Poorly developed infrastructure within the urban areas.
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Rural Areas:

)]

Dispersed semi-subsistence food production on a small scale.
6. Little specialization and low productivity in food production.

7. High perishability of produce and harvesting throughout the

year for various food crops.

8. Long and increasing distances between urban and rural areas
combined with modestly developed infrastructure.
At the consumer end of the channel, the system must be able to
deliver at limited assortment of foodstuffs on a daily basis and
be able to sell in small quantities at a time. Further, as the
average consumer has no means of transportation, and as the pPsy-—
chological outreach of the consumers is low (Goldman 1974), the
marketing system must reach the consumers whereever they live,
work or pass, i.e. numerous functions and services must be per-
formed by the marketing system, a fact, which necessarily will
increase the costs of marketing, including bayments to a large

number of sales people.

At the other end of the channel, production of foodstuffs takes
place on partly subsistence and small scale farms, widely dis-
persed and characterized by low productivity, all of which makes

the collection of foodstuffs cumberscome and expensive.

Further, enough food for the larger and larger urban areas can
only be secured by moving further out in the bush and buy from
as yet uncommercialized farmers, or by cultivating new land (if
avilable) by establishing new settlements, using traditional
farming practices. Both situations will increase physical di-
stribution costs, including loses due to the long distances and

transportation time.

To this can be added that the undeveloped infrastructure in the
rural areas, between the rural and the urban areas, as well as

within the cities increase the marketing costs.
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Cnly in case of transportation from rural markets (centers
of collection) to urban central markets do we find economies
of scale, which, however, is often revoked, due to poor infra-

structure and lack of means of transportation.

In this structural situation, the supply of food to urban areas
has rightly been called the most challenging for the marketing
system (Mittendorf 1978). But what can be done in a sutiation,
where the production structure and practices as well as the con-
sumption pattern change very little and according to demographic

rather than economic variables (UN 1982, Ch. 15).

If nothing is done the marketing costs measured by its share of
the consumer price will tend to increase over timme as urbani-

Zation proceeds. In practice this increase might be superseeded
by an even larger increase in the consumer price due to scarcity
of food. Analytically it is important to distinguish between the
two components of a food price increase, as the former is func-

tional and the latter institutional determined.

Of course the possibility of increasing productivity in the
marketing system itself exists, but as both the supply and the

demand sectors are non-dynamic, this solution is less obvious.

It is more likely, that the present marketing system will be
expanded by adding more of the same type of institutions to
the present stock - perhaps with some smaller changes in the

marketing internal division of labour (Bucklin 1972).

Alternative institutional arrangements like a co-operative mo-
vement or state trading organizations (STO) arealso possibiliti-
es. They have, however, not proven succesful for a number of rea-
sons of which their overheads, inflexibility, low reach in case
of STC make them unable to perform the marketing functions

efficiently in the stipulated situation.

Thus, the conslusion is that in an urbanization but non-growth
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situation the present labour intensive marketing system will
tend to be expanded by adding more of the same type of insti-
tutions to the present ones. As there is a continious pressure
for employment espesially in the traditional sectors, there
will be no labour supply problems and no reason +to believe that

present economic efficiency will decrease.

Further, the same overall guantitative expansion of the marke-
ting system will take place in a non-growth economy as in a .
growth economy assuming a strong rural-urban migration process.
The difference in the two situations is primarily one of quali-
ty rather than quantity. But as we shall evidence in the fol-
lowing, even qualitative changes are difficult to make, when

the employment pressure is high.

SYSTEM, ITS ABILITY TO CHANGE AND ITS EFFICIENCY.

The theme for the following four sections is the second main
question of this article, namely how an employment pressure in-
fluences the structure of the marketing system, its ability to

change and its efficiency.

The discussion will take place around four theses identified
within marketing theory as well as in economic develeopment

theory in general.

Economic development is closely related to industrialization and
urbanization with labour being relocated geographically and eco-
nomically. These labour movements are given much attention under
the headings of 'migration' and 'circulation', the former defi-

ned as any permanent change of residence from one location to
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another, and circulation defined as movements which ultimately
conclude in the place in which they began (Protheroc and Chap-
man 1985}). We shall confine the discussion to migration, rela-

ting it to the marketing system by way of:

The stepping stone thesis, which states, that the traditional

parts of the marketing system (the market place, kiosks, street
vendors etc.) form a stepping stone for migrants as they move
from the rural areas an go through the process of urban inte—

gration before they shift into the modern wage sector (Moser

1977 and 1978).

The stepping stone thesis is closely related to the concept of
the dual economy. Following this concept, a developing economy
consists of two sectors, a traditional or outmoded one and a
medern sector, which eventually will prevail. A dual economy

is seen as a natural stage in the modernization of developing
countries, and the primary connection between the two sectors
is a movement of surplus labour from the backward to the modern
sector, with labour being attracted by rural-urban differences

capital accumulation in the modern sector (Lewis 1954).

As illiterate and unskilled migrants cannot move directly into
the modern sector, they need time to adjust and time to be so-—
cialized into city life and work. To this end self-employment
in for example the marketing system can be used, the system
thereby forming a stepping stone and the marketing system con-

sequently having a high degree of labour turnover.

Allthough captivating at face value and in accordance with an
evolutionary way of thinking, the stepping stone thesis has

some weakness.

In her study of Bogotd traders (see figure 1) Moser finds that
rather than being a stepping stone, small scale marketing is a

'refuge occupation' and terminal station with a fair degree of
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recruitment in and very little movement out (p. 485). The very
few upward mobile traders use their accumulated capital to ex-
pand into more lucrative trading like a shop, wholesaling et .y
rather than becoming an employee in the modern sector (see also

Bromley 1978b).

Also my own study of Ghanaian foodstuff retail traders (Soren-

sen 1978) reached the conclusion, that trade is more likely a pro-
fessional occupation than a stepping stone, From figure 2 it. ap-
pears clearly, that in this occupation, dominated by women, tra-
de is 'inherted' from mother to child, so that the Present day
traders have acquired a lot of trading experience, before they

start trading on their own.

To throw more light on the stepping stone thesis we might take
a closer look at theoriesg of rural-urban migration. Bonnevie

(1983) have reviewed the major migrant theories.

Oversimplified the theories can be grouped into two acceording to

the weight they put on 'pull' or 'push' factors.

The push explanation has its starting point in the social for-
ces at work in the rural areas, i.e. people are expelled from

the rural areas due to (ILO 1884, p. 12):

1. Land scarcity caused by population growth (demographic dis-

placement).

2. An increase in labour productivity caused by for example a-

gricultural mechanization (technological displacement).

3. The existence of a process of socio-economic differentiation,
which forces small scale farmers out of agriculture and into
a class of landless labourers or into Job seekers in the ci-

ties (socio-economic displacement).

Overall the push explanation of migration has not been strongly
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supported by the empirial evidence (UN 1980, ILO 1984) allthough
cases of one or more of the three types of displacements can

be found.

The pull explanation has its basis in the attraction of the
city and especially the inducement from higher urban wages/in-

comes compared to rural incomes.

Two models of 'attraction' has been put forward. Lewis' vers}on

states as already mentioned that migration proceeds in response

earnings as its starting point.

The Lewis-model is at variance with the present situation in
developing countries, because it overestimates the rural sur-
plus labour. The rural areas are characterized by high seasonal
unemployment and underemployment and less - allthough also - by
genuine surplus labour which can be transferred to urban areas
without a decline in agricultural production. At peak seasons

(planting, harvesting), labour is in a number of cases scarce.

Further, the Lawis model cannot explain the continiously high
unemployment observed in urban areas. By using expected rather
than actual earnings, Torado is able to account for migration
rates in excess of urban job opportunity growth rates; because
rural migration takes place when "urban income times the proba-
bility of getting a job is equal to or larger than the rural
renumeration". Thus, shere optimism plays a crucial role in ex-

plaining migration.
The migration theories do not provide us with direct support or
rejection of the stepping stone thesis, but they make it pos-

sible to differentiate the discussion.

Following ILO (1984, p. 26) "...it remains *rue +that rural mi-
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grants usually find an income through informal activities."
Using Torado, if this income is higher than rural renumera-
tion, then people will migrate, i.e. we have a migration be-—
tween two traditional sectors, irrespectively of the salaries

in the modern sector.

If 'some income' is lower than actual rural renumeration but
higher if the probability of getting a job in the modern sec-—
tor with its higher wages is accounted for, then the informal

sector might function as a stepping stone. 3

To this reasoning three further qualifications should be ad-
ded. The first qualification concerns the migrant's attach-
ment to the rural areas. Leaving the rural areas does not
normally mean giving up 'traditional' rights and obligations
in the village. There is the possibility of going back. As
Torado sees urban incomes as the pulling factor, his model
ought to be supplemented with the risk lowering factor of 'go-—

ing back’'.

The second qualification has to do with the fact that those
who move into the modern sector are not necessarily quitting
the informal activity. Trade is a popular 'side activity' for
many employees in the modern sector. They -provide the capital,
management and the necessary contacts, and family labour and

other trustworthy persons carry put the daily duties.

Combining point one and two, we find that job specilization is
less in developing countries and instead of a stepping stone we
actually have a whole path with interlinked stones and not a

one way traffic.

Thirdly as the modern sector on the average requires people

with more education than the informal sector the stepping stone
thesis will hold primarily for the well educated, whereas others
will, as Moser (1977) stated, have the informal sector as their
terminal station a situation which will tend *o reproduce the

traditional marketing system.
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In conclusion, although the stepping stone thesis contains

some truth, it is not completely valid. If it was, an important
economic sector would be in the hands of and run by people with
very little trading skills and without the devotion to become
professional traders. Obviously the regular supply of food to
for example a one million city would be endangered if left to

such amateurs.

The analysis has shown, that this is not the case. Trading i§
often inherited and a number of migrants remain in the informal
sector, be ause they earn more than in the rural areas. -Others
do not have the skills to move into the modern sector, and the
more educated, who move into the modern sector, do not always
abandon their trading business. They run it alongside their for-
mal job - often with great success because of access to various

ressources through their new job.

ting system can be developed if a number of constraints, inclu-

ding direct discriminations against it are eliminated.

Following this thesis public market places and other traditional
marketing institutions in developing countries are not outmoded
and less transitional than claimed by earlier versions of the

dual economy model.

The thesis dates back to the ILO World Employment Programme
launched in 1969. This Programme substituted the dominating
growth through industrialization strategy with an employment
strategy, proclaiming the basic development problem to be one

of productive employment.

Based on Hart (1973), Bairoch (1973) and a number of ILO coun-
try studies (Moser 1978, Kitching 1982), ILO clarified the con-
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cept of 'informal sector activity' and designed programmes,

which aimed at increasing employment in rural and urban sectors

of small scale production and service activities. The proposed
programmes were not work schemes, but consisted of labour in-
tensive activities, which can be made more productive and re-—

numerative by appropriate technological improvements.

Thus, unlike earlier dualist models of the economy, ILO does
not see the informal sector as outmoded and without any role
to play in development. Quite the opposite, the informal sec-

tor is seen as having a development potential of its own.

The question is, how does this ILO thinking relate to marketing

activity in developing countries?

ILO was preoccupied with informal production activities and not

with the distributive trades.

As large parts of +the marketing system in developing countries
is in accordance with the concept of informal sector, there is,
however, no reason to believe that the ILO way of thinking should

not be applicable in case of marketing activity as well.

In so doing, the programmes aiming at maximizing the labour 5y-—
stem and improving productivity of the system must fulfill the

following three conditions:

1. Change the attitudes towards traders away from viewing thenm

as parasites.

2. Eliminate discrimination against the traditional marketing

system.

3. Improve the structure and facilitate the working of the tra-—

ditional marketing system.

Very few developing countries view traders as performing essen—

tial social tasks. They are normally looked upon as parasites
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exploiting consumers and farmers alike. Gorvernment policy
has consequently been one of doing away with or controlling
private traders, and a certain change in attitudes is there-

fore a prerequisite for implementing the ILO-approach.

As a consequence of these negative attitudes, traditional tra-
ders have been discriminated against, favoring in their place
the formal sector'marketing institutions and Co-operative mar-
keting activity. The ILO-approach demands the elimination of,
such discrimination, rendering traditional traders an equal

access to resources (credits, Supplies, margins etc.).

Finally to improve productivity the ILO-apporach would require
programmes, which improve the physical infrastructures, which

facilitates the exchange process itself and which contains the
necessary support services such as training, credit and adviso-

Ty services.

Not many programmes have been established along these lines.

FAO initiated a programme in Asia aiming at upgrading rural
markets and thereby making them Play an innovative role in a-

gricultural development (Mittendorf 1982).

Similarly Bucklin (1977) in his analysis of Asian food retai-
ling discarded what he termed 'the high technology approach'
and advocated a strenghtening and improvement of traditional
methods as a way to improve food retailing in developing Asian

countries.

marketing system will be labour intensive at the same time as
the removal of constraints and the provision of support ser-

vices will raise its productivity. But can it sSucceed?

The pressure for employment - the actual reason for establish-

ing the ILO-programme - will be there, rendering us with an in-
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exhaustible source of labour to keep the system labour inten-
sive with numerous small scale trading units. No one can ima-
gine that the demand for marketing facilities will increase

to an extent, where the supply side will lack dehind demand.

The crucial question is therefore, how to raise output, pro-
ductivity and accumulation per trader within such a labour-~in-
tensive system.

Historically the ILO type of programme is not Eiven many chan-
ces of succes. Following Kitching (1982) the ILO employment
programme is one of the latest link in a long chain - beginning
in the last century with Sismundi (1815) - of populist versions
of development. Although rather pragmatic and based on economic
reasoning rather than morales and sentiments, the ILO-programme
contains the basic elements of populist thinking, namely a so-
ciety built upon egality, small scale undertakings, decentra-
lized economic structures and widespread participation in the

decision making process.

Policies and programmes based upon this social formula have ne-—

ver been the engine of development. Its role - and this is also
an important one - has been éne of corrective action against
the dominating formula - that of large scale undertakings, ur-—

banisation, power concentration etc.

S0 much for the long run perspective. In the short run it isg
obvious that Governments can do more to improve the functioning
of the traditional marketing system than they have done so far,

but the results are not coming easy.

It is also doubtful if it is possib}e to increase productivity
and especially accumulation in certain parts of the marketing
System, e.g. traditional food retailing. The structure of the
system comes close to that of the perfectly competitive market

and such a system can only and barely reproduce itself. There
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is no room for accumulation and expansion (see also section 9).

It is less doubtful that the informal sector is competitive
vis—-a-vis the formal sector in a number of instances and for a
number of reasons, i.e. there are small scale advantages as

well as economics of scale (Kitching 1982).

Tokman (1978) for example found that foodstuff traders in
Santiago, Chile were able to compete with and even oust for-,

1

mal sector enterprises like supermarkets.

Secondly, attempts by a Government to channel resources into

a system of small scale resource-weak units have proven to be
difficult. The resources inevitably ends up in the pockets of
the well-to-do people in casu large scale traders, who thereby

strenghten their control over the small scale traders.

Thirdly, it is questionable if the informal sector is as auto-

nomous as the ILO-programme let us believe. ILO is not ignoring
informal-formal sector links, but they view them as benign (Mo-
ser 1978) rather than detriment to the development of the infor-
mal sector, if the latter gets the proper attention and is back-

ed by relevant programmes.

Thus, there is room for improvements in accordance with the
ILO-philosophy, but a labour-intensive traditional marketing
system under high employmént pressure can never be an engine

of growth.

to_the Morden Sector.

The structuggl dependency thesis states, that the traditional

marketing system is subordinated and a structural appendix to

modern capitalist and administered sectors (Moser 1978).
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The ILO employment programme mentioned in section 7 has been
termed 'progressive modernization' (Moser 1978, p. 1046) and
'neopopulism' (Kitching 1982, p. 70-84). This leaves room for
a more leftist critique of the informal/formal sector concept
and the ILO approach to development. Such critique has been
delivered by Moser (1978) and in more modest form by Bromley

1978b. Both interpretations have been reviewed by Tokman (1978).

Unlike the dual economy model, the structural dependency the:
sis focus more on what links than on what parts an economy. It
acknowledges that an econonmny might consist of different produc-
tion and distribution systems (modes of production), but rather
than emphasizing what catagorizes each of them, focus is on the

rela onship between them, i.e. how they articulate.

Moser (1978) finds that the vast majority of small scale pro-
duction and trading enterprises in urban areas can be characte-
rized as 'petty commodity production', and her approach - the
petty commodity approach - is based on but modified compares to

Marx's analysis.

The modern sectors - comprising both capitalist and administered
sectors - and the petty commodity production sectors are func-
tionally integrated. The diversity of petty commodity produc-
tion activities are on the one side a nNecessary appendix to the
modern sector, carrying out functions which are unprofitable

for the modern sector. On "the other side the petty commodity
producers and traders are constrained from expanding their bu-
siness as they are not left with any economic or political

room of their own to accumulate capital. The relationship is

thus exploitative in nature.

More particularly, the petty commodity traders provide the mo-
dern sector with labour intensive trading services, work long
hours and reach all corners of the eceonemy. The renumerations
for these services are low and the alternatives are non-exig-—

ting for the majority of traders {Bromley 1978b).
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The relations between the modern sector and the petty commodity
traders are numerous and diverse. Generally speaking the subor-
dination stemms from the modern sector's control over resour-
ces, primarily materials and commodities, but also credits, 1i-
cences etc. The actual contractual arrangement between traders
and the large scale modern manufacturer varies according to
supply-demand balances, the type of goods, the strategy by the
manufacturer etc.

The relationship is not static. It develops according to the
needs of the modern sector. If new sub-sectors within the mo—:s
dern sector are developed, they will need new services from

the petty commodity traders or if a present petty commodity
production sector is taken over and expanded by the modern
sector, new areas for sub-contracting and other petty commodi-

ty activity will arise.

An unresolved issue is, whether the petty commodity production
and trading activities are transitional. In Marx's analysis the
petty commodity production mode was traditional, but Moser

(p. 1057) finds little indication that it is loosing momentum

in present day developing countries.

Related to the marketing system two conditions indicate that
petty commodity traders neither in the short run nor in the
intermediate run will disappear. The first condition is, that
there will due to the employment pressure, be enough traders
to take "...the opportunity of offering themselves to be "ex-
ploited'." (Moser 1978, p. 1058). The second condition is,
that supplies will often be Scarce, creating a seller's mar-—
ket and thereby rendering the manufacturer larger control over

the traders.

If supplies are less scarce, i.e. if we have buyer's market
the modern sector's dominance will be less outspoken, but it
will still have the last word to say as the pressure to be-

coming trader is high.

Thus, the structural dependency thesis emphasizing vertical
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linkages rather than competitive forces leaves us with a labour
intensive marketing system with no autonomy of its own and a

'dynamics' directed by the modern sector.

9. Employment and the Structure/Conduct of the Marketing System.

Traditional micro economic reasoning foresees a direct relation-
ship between market structure and market conduct. (Mueller 1959
and Scherer 1980). We shall argue, that the relationship is am-

biguous in a development situation.

Structure.

The question of market structure will be discussed along a ho-

rizontal and a vertical dimension.

As to the horizontal_gg competitive dimension, there is a wide

agreement among researchers, that the structure of especially
food marketing system in developing countries approximates
that of the perfectly competitive market, at least in terms

of the number of traders, the lack of barriers of entry and
less as to the free flow of information (Riley and Straatz
1981, Lawson 1966, Ruttan 1967). Considering the pressure for
employment, this is of no surprise. No quantitative problems
is therefore expected in ﬁeeting the demand for more traders,
and in case of food marketing it has often been shown that the

supply of marketing facilities approximates perfect elasticity.

Problems might however for two ressons arise from the need for
gqualitative changes of the marketing system in the course of

development.

First of all, a number of potential traders (e.g. the migrants)
command little capital and trading skills. They therefore tend

toc establish themselves as retail traders, where the barriers
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to entry are low, i.e. they become small-scale traders, who
are barely able to reproduce their business and sustain a li-
ving from their trade. The expansion of the marketing system
is therefore primarily of the quantitative type, i.e. we have
"more of the same" type of marketing institutions added to

the existing stock.

This is not the ideal situation, as a growth process requires
the marketing system to be improved and modernized to be ableg

to carry out the many new marketing tasks. s

For example, as the peasant are drawn into the national econo-
my, it is essential to establish a channel of distribution for
agricultural inputs and implements. This is a complex task, and
Ruttan (1967) found that the supply of marketing facilities for
agricultural inputs was less perfect than in case of food, re-
flecting the scarcity of traders with capital, managerial capa-
city and knowledge of the usage of modern agricultural inputs

(see also FAQ 1983, Mittendorf 1979 and 82).

Secondly, the perfectly competitive market constitute the op-
timal state of affairs within a micro econcomic framework, but
it has its drawbacks if looked upon from a development point
of view. The perfectly competitive market is not able to accu-
mulate and invest to reform itself. It will in the main repro-
duce itself and reforms will +tend to be introduced from out-
side by means of Government intervention or private invest-
ments by outsiders as in the case of Italien retailing {(Col-
lins 1963, p. 388-90), the result often being a dual marketing
system (Moser 1977, p. 486-87).

In most studies this aspect of the competitive system is ig-
nored. Emphasis is instead on marketing costs in the light of
the multiplicity of traders and on various malpractices on part
of the trading community (Galbraith and Holton 1955, pe 1-4,
Harrison et.al. 1974, p. 83-88).
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This preoccupation, with measuring static efficiency rather
than looking at the dynamics of economic development, has
clearly been pointed out by Riley and Weber (1979), who gquo-
te Harriss (1979) for terming the pPreoccupation with static

micro economic models as "fetishism of competition".

Thus, although labour is available in abundance, the marketing

system might be a strain on development for two reasons:

1. Parts of the marketing system - especially food retailing -
is so competitive that traders cannot accumulate capital to
expand and modernize the marketing system from within. Re-—

forms are induced from outside.

2. Parts of the marketing system - for example the channel for
farm inputs and implements - require capital, managerial
and agricultural know-how not easily available among 'tra-

ditional' traders.

Looking at the vertical structure, i.e. the structure of the

chain of production and trade, we observe concentrated links
like wholesaling facing fragmented links like retailers and
consumers and also for example farmers if they have not for-

med co-operatives to increase their bargaining power.

As always - and especially in a scarcity situation - concen—
trated links with few supplies/buyers are able to dictate the
terms of exchange, whereby we have an economic differentiation
not just between the modern and traditional parts of the mar-
keting system as discussed in section 8, but also within the

traditional parts of the marketing system.

Moser (1977) found in her study of Bogota traders that rather
few traders are able to accumulate and that the upward mobili-
ty is very low. Bromley (1978b) concluded from his study of

Cali traders that, "Both socially and economically, the domi-

nant links which affect street traders are vertical rather than
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horizontal, and 'proletarian' or 'subprolatarian' solidarity

against elite interests is little more than a dream'.
The vertical structure analysis leaves us with two conclusions:

1. the employment pressure is primarily on certain parts of the
marketing system, i.e. the parts requiring the least skills
and capital.

2. certain parts of the traditional marketing system, notably
the wholesalers are able to accumulate and thus possess the
financial resources to improve the marketing system from

within as well as to control the small scale traders.

Conduct.

While some agreement as to the actual structure of the marke-—

tins system exist, this is not the case with conduct.

business formula used by and the business attitudes of the tra-
ders allow for the marketing system to be overmanned, and the-

reby overly costly and inefficient.

Galbraith & Holton (1955) and Holton (1953) found their study
of Puerto Rico, that the reason for this cvermanning is less,
that people are drawn into trade by the normal attraction of
Wages and profits, but they are propelled into trade by the

absence of any alternative opportunity.

This overmanned system leads to 'a high margin-low turnover!'
business formula, and a number of factors seems to prevent a
change to a mass marketing formula: 'Low margin-high turnover',
i.e. preventing a change in the attitudes of the traders to-
wards innovation and expansion. The causes of this situation

are following Holton (1953):
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- food retailers are convinced of the inelasticity of their
demand curve.

- food retailers are not motivated to expand, 1.e. they are
satisfied with the present income.

- food retailers do not possess managerial capacity to expand

and truthworthy employees are difficult to find.

Thus, there is a lack of entrepreneurial spirit and a live and
let live attitude, which allow for the marketing system to be,

overmanned. '

Harrison et.al. (1974) when summarizing their studies of seve-
ral Latin American countries came to the same conclusion: In
spite the presence of the structural conditions for a compe-
titive market, the competitive pressures do not lead to impro-
ved efficiency and better management practices. 'Rather, they

result in increasingly conservative business practices' (p. 86).

Another variant of the Structure-Conduct thesis reach the op-

posite conclusion.

Bauer and Yamey (1954) in their studies of West Africa argue

at length against public reforms of the marketing system on the
ground of its present competitiveness, and Reusse and Lawson
(1969) in a detailed study of traders in Accra, the capital of
Ghana, found, that the food trade is highly competitive, tra-
ders entrepreneurial and the supply of marketing facilities

appreoximating perfect elasticity.

The same conclusion is reached by Ruttan (1967) in his studies
of South-East Asian countries, where product markets, by and
large, appear to transmit prices from one level to another and

over space in a relatively efficient manner.

Ruttan (1967) goes as far as to be enclined to treat the struc-
ture-conduct approach to product market reform as a dead end,
and he argues, that more can be gained by improving the techni-

cal efficiency, e.g. by improving the road network than by
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looking at the structure and any malpractices on part of the

traders.

The consequences of the described business practices in Latin
America are clearly high marketing costs and thereby high food
prices to the urban consumers. This situation calls for a re-~

form of the marketing system.

Due to the attitudes of the traders and their business prac—
tices such reform will not come from within. The‘*vital ques-~
tion for the majority of traders is, how to stay in business,
being caught as they are in a vicious circle of small amounts
of capital, uneconomic wholesale buying and very little pro-
fit. Rather than expanding the business, the majority of tra-—
ders face the problem of how to get back into business, when
illness and other temporary misfortunes have eaten up their

small trading capital.

A reform might be initiated by the Government, for example by
means of restricting the number of licences or by establishing
state trading organizations and thereby expell private traders.
As such a reform will result in an increase in unemployment,
because the squeezed out traders have no alternative employ-
ment, a Government will be reluctant to initiate any reforms.
It will tend to let the marketing system continue to function

as an unemployment relief system.

A third way of reforming the system is to increase production.
The difficulty here is, that the described business practices
do not encourage producers to produce more, but if a supply

pressure can be established, it will eventually force the tra-

ders to change to a 'low-margin-high-volume' business formula.

In conclusion the structure-conduct model is found to be ambi-
guous in the sense that the same overall labour-intensive struc—
ture gives two types of conducts - one based on an entrepre-

neurial spirit and one on a live and let live attitude.
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The static efficiency is clearly different in the two situa-
tions, but both lack the ability to change. The competitive

system is constrained by a lack of possibities for accumula-
tion to be used in expansion. Only big scale wholesalers pos—

sess capital enough to expand.

The 'live and let live' system are satisfied with things as

they are and takes no initiatives to change the system.

Summary and Discussion.

Two basic questions have been discussed in this article, namely
how much labour can the marketing system absorb in the course
of growth and how does a pressure for employment influence the
structure of the marketing system, its ability to change and

its efficiency.

By looking at demographic statistics for developing countries
it was found that populations grow in the range of 2-3% per
annum and that such growth rates invariably put pressure on

all types of employment but especially pressure on jobs requi-
ring little formal skills and capital and on urban jobs due to
large scale migration. From these observations it was concluded
that especially traditional parts of the marketing system would

be attractive for many as a way to sustain a living.

The question is, however, how big is the labour absorptive ca-
pacity of the marketing system? It was found that the Clark-
Fisher thesis is not very useful, when analyzing the develop-

ment of the marketing system

Following this thesis economic growth over time is accompanied
by a decline in employment in agriculture relative to the num-
ber of people engaged in manufacturing, which in turn declines

relative to employment in the service sector.




Marketing activities belong according to the thesis to the
service sector and the major growth of the marketing system
is therefore expected to materialize relatively late in the

growth process.

It is suggested that the service sector is divided into two:
1. services, which are produced and used for their own sake
such as a hair cut and health care services, and 2. comple-
mentary services, which are necessary for and which facili— .
tate the transformation of the economy from one of the predo~
minantly subsistence production to a commercialized economy-
with a wide division of labour. The former group of services
can be analysed using the "normal" toolset, including income
elasticity of demand. The second group is derived from the
need for and direction of the commericalization of the econo-

my, reflecting the structural transformation of the economy.

By distinguishing between these two types of services it is
possible to resolve the conflict between the Clark-Fisher and
the Bauer-Yamey thesis. The later holds that employment in the
service sector and especially in distribution and transport
would be comparatively high in the beginning and decline rela-

tively in the course of growth.

The argument in favor of a fast growing complementary service
sector and thereby of a marketing system in the early phases

of economic development are:

Many resources are needed to commercialize an economy .

2. In the early phases labour is substituted for (scare) ca-
pital in the distributive trades.

3. A modest infrastructure requires many resources to link
producers with consumers/users.

4. The channels of distribution are long due to dispersed and
small scale production and due to consumers, who buy fre-
quently and in small gqguantities at nearby markets/retail

outlets.

36
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Following this reasoning we expect marketing employment to in-—
crease relatively to other economic sectors in the very early
phases of economic growth and commercialization of the economy

with the rate of increase declining in the later stages.

This general pattern of employment within the marketing system
is also expected in non-growth economies, the reason being that
rural-urban migration continues in spite of a zero or even de-
cline in per capita income. Such a situation also commerciali-
zes the economy, makes the channels of distributibn longer and
tend to perpetuate the 'traditional' labour intensive marke-

ting institutions, because little changes in labour producti-

vity and consumption pattern take place.

Turning next to the question of how the employment pressure in-
fluences the structure of the marketing system, its ability to
change and its efficiency, four theses were presented and dis-

cussed.

The stepping stone thesis seeing the traditional marketing sy-
stem as a stepping stone for people on their way from rural
traditional to urban modern employment, was found not to be

overall wvalid.

The marketing system is generally run by professionals, a few
of which are able to expand their business. There is a recruit-—
ment into the marketing system, but little movement out in the
sense of getting a job in the modern sector. In fact moving out
in the sense of going out of business is much more likely than

moving to a job in the modern sector.

The autonomous growth thesis viewing a labour intensive marke-
ting system as having a growth potential of its own has the

advantage of legitimizing a labour intensive marketing system,
but it was found that its autonomous growth potential is over-

estimated.
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The structural dependency thesisg view traditional trading as

'petty commodity economic activity:', integrated in but doemina-—
ted by the modern sectors. The low cost, non-accumulating mar-
keting system is kept alive as long as its services are needed
by the modern sector and as long as enough people offer them-

selves to be exploited due to the employment pressure.

The structural dependency thesis contrasts with the structure-
conduct model, as the former explains the labour intensiveness
of the traditional marketing system by the vertical linkages

between formal and informal sector activity and the latter ex—

plains it by way of competitive forces.

The structural-conduct thesis favours competition, but tend to
focus on structures, which increase static efficiency and leave
too little room for gagccumulation of capital to provide the mar-

keting system with a dynamic efficiency.

On conduct, ambiguous results were found for the same overall
labour~intensive marketing system, some traders being entre-
preneurial and some having a live-and-let-live attitude %o

their trading business.

The four theses reviewed and discussed have g very different
approach to and understanding of the marketing system in de-
veloping countries and a different explanation of its labour-

intensiveness in particular.

The structure-conduct thesis view the labour intensiveness as
basically an imbalance between the supply of traders versus

the demand for outputs from the marketing system.

The étepping stone thesis also looks at the labour intensive-
ness as a problem of imbalance, but between the Supply of la-
bour and job opportunities in the modern sector, leaving the
marketing system as a place for temporary stopovers for mi-

grants and others who aim at jobs in the modern sector.
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The autonomous growth thesis sees the labour intensiveness as
a potential growth basis of its own rather than as a problem,
whereas the structural dependency thesis finds that the tradi-
tional marketing system has no role of its own to play. It is

a structural appendix to the modern sector.

The very different approaches and understandings apart, the
four theses agree on one point:

The marketing system in developing countries is Better at re-
producing itself than it is at changing. Expansion of the Sy-—
stem tends to take place by "adding more of the same' institu-
tions to the present stock rather than 'establishing new insti-
tutions'. As change is a key word in development let us summa-

rize the arguments of constrained qualitative changes:

1. The employment pressure from people with few skills and
little capital tend to establish numerous small scale tra-
ding business.

2. The conduct of the traders are in certain areas less entre-
preneurial.

3. The structure of the marketing system - the perfectly com-
petitive market - does not allow for accumulation and in-
vestments in new tybe of marketing institutions.

4. The monopolistic structure of the modern =ector squeezes
the profit of the traders.

5. The marketing system itself is differentiated with few large
scale wholesalers, who are in control of numerous small sca-
le retailers, struggling to stay in business.

6. Attempts to channel rescurces into poorer parts of the mar-
keting system in order to improve the system invariable end

up in promoting the better-off parts of the system.

Thus, overall it can be concluded that the pressure for employ-
ment tend to support a 'more of the same marketing institution-
thesis' and thereby constrain the development of new marketing

institutions so important in the course of growth.
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This does not mean that developing countries have no marketing
system change agents. Only that the change will come less from
within the marketing system itself. Changes from outside have

three main sourses:

1. Former traders, now employees in the modern sector, have the
capital, skills and contacts needed to establish new types
of marketing institutions.

2. The modern sector invests in marketing facilities as these
become profitable in the course of growth. ‘

3. The Government promotes establishment of new marketing in-

stitutions and improvements of the present system.

Allthough the present marketing system is better at reproducing
than developing new institutions, it is not totally outmoded

as some seem to think. The present marketing system needs to
and can be improved, but it is hardly possible to think of a
system, which is better at reaching all corners of supplies

and demands and a system which is flexible in the sense of be-
ing able to expand and contract quickly when supply and demand
changes. New socalled modern marketing institutions are viable
only if demand/supply fluctuate less, producers larger and less

dispersed and consumers having more purchanging capacity.

Looking finally at government policies, it is clear that no
panacea can be offered, but the analysis has shown that the
following must be taken into account when formulating a mar-

keting system policy:

1. The pressure for employment in the traditional marketing
system is a structural feature which cannot be done away
with in the near future or even in the medium term.

2. The pressure for employment will enable the traditional
marketing system to expand guantitavely at the same time,
as gqualitative changes will tend to be initiated from out-
side.

3. In the early stages of growth, the government should be con-
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cerned less with expanding the marketing system (except in
the sense of infrastructural expansion) and more with im-—
proving the system to facilitate transactions and commer-
cialize the economy.

Due to the pressure for employment, the government policy
should be less concerned with static and more concerned
with dynamic efficiency, especially in the sense of letting
the marketing system promote the commercialization of the
economy by allowing the traders a reasonable margin. .
Governments must be aware, that resources, channeled into a
traditional marketing system, will tend to reach the better
of f traders and thereby further the socio-~economic differen-
tiation of the system.

The government should also be aware of the necessity of a
coordinated and simoultaneous development of distribution

channels, linking the rural with the urban sectors.




Figure 1: Summary of the Sellers and their Work Histories:
Market Sellers in Bogotad, Colombia 1970.1)
Age: 0ld Young a
Sex:
Almost half entered when More than half entered
over 40. Forced to enter when younger to support
due to lack of means of tehmselves. No means to
Women Support. No means to ex-— expand, but tend to re-
pand: "We come into the main economically static.
market to die".
(= downwardly mobile)
Half entered when over Enter trade as the best
40, because physically option. The group with
unable to continue as the best changes of up-
agricultural labours ward mobility, i.e. ip-
Men of foreced out of wage to more lucrative areas

labour. 4 few come with
accumulated capital to
trade on a larger scale
and expand, others
"come to die'.

1) Based

of selfemployed retail
marketing (e.g. a store).

on Moser (1977).-




Figure 2: Summary Profile of the Work Histories and Economic

Position of Foodstuff Traders in Accra, Ghana 1978.1)

1. Number of respondents 1132)
2. Female traders 96%
3. Brought up by a trading mother 80%
4. Wanted to become a trader: Tatal 80% ,
5. Wanted to become a trader: Mother not a trader 50%
6. Reasons stated for becomming a trader:s)
~ Lucrative 20
- Foodstep of mother 17
- Interested in trading 16
- No other opportunity 15
— Independence and care for own self 16
7. Typical trading history:
- Children (up to 15): Some trading experience
primarily from hawking 82%
~ Before starting on their own: Engaged in trading
of which 2/3 were hawkers B0%
- As indepent trader: Average number of years 11 years
8. Percentage of traders, who have been out of
trading for 1 year or more 30%
of which: a) death in family 13%
b) own illness 8%

9. Spread of Econoﬁic Activity:

Pure retailers: 2/3.

Very little horizontal integration is found.

About 1/4 also operate as wholesalers (vertical integration)
About 1/8 also undertake other economic activity (diversifi-
cation).

1) Based on Sorensen (1978).

2) Of which 60 are market traders, 25 are wayside sellers, 11
hawkers, 5 with stalls outside supermarkets and 12 kiosk
operators.

3) No. of respondents, who wanted %o become traders (88 out of
113).
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