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ABSTRACT

AN ANALYSIS OF RURAL FOOD DISTRIBUTION

IN COSTA RICA

By

Michael T. Weber

The distribution of food supplies in rural areas and
related marketing costs are potentially important, although
relatively neglected variables in agricultural development

research. Residents of rural villages and towns purchase

nearly all of their food supply. Very few "subsistence"

farmers actually home-produce their entire food supply. And
as farmers become enterprise-specialized, the economic and
timely availability of a purchased food supply to complement
perquisites from individual farms becomes increasingly
important as an 1input into a more modern and productive
farm-level transformation process.

In this study, work on a rural food market design and
evaluation project in Costa Rica provided the opportunity to
examine rural distribution processes. Major goals of the
analysis were to develop a conceptual framework for studying

rural distribution as a component of regional and national

food systems and to bring about a better understanding of
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underlying micro-marketing behavioral relationships
operating in rural areas.

In Costa Rica, a county government development
institute--Instituto de Fomento y Asesoria Municipal (IFAM)
--was established to provide long-term credit and technical
assistance to local government units. Projects to build or
remodel county seat public food markets were quickly pro-
posed to IFAM. The fileldwork portion of this study focuses
on food distribution in two of the rural counties for which
market projects were prepared. A market structure-conduct-
performance framework of analysis was used as a research
tool for looking at a "rural distribution subsystem" unit of
investigation. Primary data were collected among core
subsystem participants: urban and rural consumers, retailers,
and wholesalers 1n each county. These data were analyzed
for the purpose of (1) predicting and evaluating the impact
of proposed public market projects in each county and (2)
conceptualizing alternative reforms to solve existing prob-
lems and improve performance of overall county food distri-
bution processes. A financial and economic or social benefit/
cost analysls of proposed public markets was also done.

Findings of thils diagnostic were that there are
problems with the physical state of repair, general opera-
tion, and traffic congestion surrounding county seat public
markets. Yet functions of these markets are declining and

food merchants operating in them represent only one portion
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of a more complex and dispersed retailing system servicing
county residents. A large number of small-scale grocery
outlets were identified in rural areas, and rural families
were found to procure as much as half of their purchased
food supply in them. Larger-scale retailer-wholesalers
located in county seat central business districts were also
found to be important components of the local distribution
subsystems.

Major conclusions from the financial benefit/cost
analysis are that the proposed new public market facilities
would be poor investments. Internal rates of financial
return were estimated to be less than 5 per cent on base-run
calculations. From the economic benefit/cost analysis of
primary and secondary (or dynamic) impacts of the proposed
projects, it was also concluded that the investments were
not advisable. Few socially desirable services could be
realistically expected, both in terms of achieving narrow
goals of 1mproved productivity from market retallers and of
achieving broader goals of improved performance from overall
county food distribution processes, particularly from re-
tallers outside public markets in rural areas and central
business districts of each county seat.

A review of IFAM and individual county seat government
Project development and loan procedures concluded that IFAM
ought to strengthen the analytical capabilities of project

analysts and to be more attentive to establishing the



economic, financial, and administrative viability of
specified projects.
Recommendations were formulated in four major areas:

1. Changes were suggested in the Naranjo and Puriscal
market projects to solve existing problems with
low-cost facility improvements and operations rule
changes.

2. It was suggested that IFAM's market loan policy
be altered to encourage counties to consider a
a broader range of marketing projects than just
public markets and that IFAM strengthen short-run
capability to supply technical assistance, both
on specific public market and more general rural
food distribution problem i1dentification and project
design.

3. It was suggested that IFAM revise agency operational
procedures for the project development and loan re-
view process. A problem identification, project
design, and final preparation process was recommended
with specific steps to follow in each stage. The
basic goal here is to develop and apply IFAM's
technical assistance at strategic times, so as to
influence the type of project request which eventually
is considered for financing.

4, A final recommendation suggested future research
to develop alternative rural food distribution
reforms for Costa Rica and other developing
countries. Emphasls was placed on studying the
economics of rural retalling under existing and
alternative product supply arrangements with
county and regionally located wholesalers.
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CHAPTER I

PROBLEM AND OBJECTIVES

Achieving abundant and nutritious food supplies for
consumers of developing nations of the world involves
much more than just expanding farm-level production. Sup-
ply must accommodate a demand not simply for goods, but
for goods in conveniently accessible locations, in desira-
ble assortments, of preferable qualities, and at particu-
lar times. Development research is beginning to recognize
that food marketing and distribution processes providing
these necessary services for large masses of urban consu-
mers must be considered in conjunction with farm-level
production activities as an integral part of the world
food problem.

Unfortunately, the importance of purchased food and
other marketing services for rural consumers 1s still
largely unrecognized. A serious myth that farmers do not
purchase food and embodied marketing services generally has
resulted from using traditional terminology of subsistence
farming (and even commercial farming concepts) to describe
agricultural production processes. Farmers throughout the
world obviously do raise food crops for home consumption.

But even low-income and commonly designated subsistence

1
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producers purchase in local markets and shops varying
amounts of a number of food products.

People with the simplest tastes demand a certain
variety and assortment of foods. Rarely are all of these
home produced or even produced within one given local re-
gion of a country. And other rural residents--farm workers,
commercial farmers, rural town residents, etc.--purchase in
kind and in cash a majority of their food supplies.

Hence, even in subsistence economies exchange pro-
cesses occur, and as the process of rural area growth and
development begins to accelerate, small and large agricul-
tural producers are increasingly drawn into more specialized
exchange systems. Farmers not only sell but also buy
food, as well as other consumer goods and agricultural
production inputs. In fact, the economic and timely avail-
ability of nonfood consumer goods can act as an incentive
for farmers to adopt output-expanding technologles to
permit them to expand commercial sales from which they
obtain income to purchase desired consumer goods.

The convenient availability of appropriate agricul-
tural production inputs 1is an additional necessary condition
for stimulating this growth sequence. But food for the
farm family, particularly that portion purchased, 1s just
as much an input into the agricultural production process

as are land, seeds, fertilizer, and other inputs. Hence,
how to facilitate the economic and timely availability of

a nutritious rural food supply and related marketing
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services 1s a potentially important element to be included
among the set of critical variables in agricultural deve-
lopment research.

There has been little past research on this issue in
developed or developing countries.l Thus, there is a need
for both descriptive and problem-diagnostic information
about rural residents' food supply habits and the marketing

system operating to serve local demand for purchased food.

1.1 Problem Setting and General Study Objective

The field work and follow-up research for the present
study was an exercise in rural food distribution project
design and evaluation. It resulted from the author's par-
ticipation in an applied economic problem-solving effort
undertaken by a task force of Costa Rican technicians, with
assistance from faculty members of the Agricultural Econo-
mics Department at Michigan State University. One of the
jobs of this group was to conduct feasibility studies of

various public food market loan requests by Costa Rican

lThe need for improved knowledge of rural distribu-
tion processes does not appear to be limited to Latin Amer-
ican and other developing countries. In his review of over
700 research efforts dealing with efficiency in various
parts of the U.S. marketing system for agricultural pro-
ducts, Ben French concluded that this is a neglected area
in the U.S., since there have been so few studies of rural
retall service operations, such as farm machinery dealers,
farm supply operations, and grocery stores. (See Ben C.
French, The Analysis of Productive Efficiency in Agricul-
tural Marketing--Models, Methods, and Progress (Davis,
California: University of California, Department of
Agricultural Economics, 1973), pp. 104-105.)
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county governments and to undertake related extension work
with national and county policy-makers.

Seriously inappropriate and ineffective agricultural
marketing projects and programs, "white elephants," are
often undertaken in developing countries. Research by the
Latin American Market Planning Center, LAMP, in Latin Amer-
ica concludes that there is a strong tendency to place
too much importance on providing physical "marketing" faci-
lities and too much emphasis on macro market analysis in
their design.l Analysis 1is too often based on inappropriate
and/or incorrect assumptions about (1) underlying market
system problems, (2) desired solutions, (3) micro-institu-
tional and behavioral factors causing the problems, and
(4) expected results which proposed projects will have on
the behavior of causal varilables.

A major goal of the present documentation and analy-
sis of the Costa Rican experience in project design and
evaluation is to bring about a better understanding of
underlying micro marketing behavioral relationships oper-
ating in rural areas. This improved understanding could
then provide a better foundation on which to conceptualize
and study rural food distribution processes, and to design
projects to improve the performance of this portion of the

food system.

lKelly M. Harrison et al., Improving Food Marketing
Systems in Developing Countries: Experiences from Latin
America (East Lansing, Michigan: Michigan State Univer-
sity, 1975), p. 87. [hereinafter referred to as The LAMP
Summary Report].
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1.2 Phase One of the Research in Costa Rica

The opportunity for staff members of MSU's Latin
American Market Planning Center to undertake applied re-
search and extension activities in rural food distribution
processes came about through a recent technical assistance
contract with the National Institute of County (municipal)
Government Assistance and Development (IFAM) in Costa
Rica, Central America. IFAM began operation in late 1971,
with the primary objective of technically and financially
assisting county-level governments in carrying out reform
and development projects. Costa Rica has no state- or
provincial-level government, so its 80 county or cantonal
government bodies take on local and many higher level
public service functions. Fifty of these counties can be
classified as "rural." Approximately 60 percent of the
country's two million people live in these "rural" areas;

i.e., farm, village, and county seat ar'eas.l

lThere is a difficult definition problem here. Accord-
ing to U.N. definitions of rural (cities of fewer than
20,000 people are rural), Costa Rica has only 10 counties
with county seats classified as urban. Thus 70 of its 80
countles would have to be classified as rural. But accord-
ing to the definition of the Census Bureau of Costa Rica,
only five countiles are strictly rural, and only five counties
are classified as entirely urban. The remaining 70 have
thelr county seats classified as urban, with the rest of
the county as rural. Yet many of these rural areas are
semi-continuous to urban areas and probably should be clas-
sified as urban also. And in contrast, many of the county
seat communitles classified as urban are distant from the
major metropolitan region of the country and are thus "ru-
ral"™ towns or cities. More than half of the labor force
in the entire county, and within the county seat towns,
are either directly or indirectly involved in agriculture.
This definition problem will be treated further in the






Upon beginning operations, IFAM received requests
from some ten rural county governments to assist in finan-
cing the remodeling and/or construction of traditional
public food markets. These were to be located in county
seats; 25 of Costa Rica's 55 rural county seat towns pre-
sently have some kind of municipally-owned food market
where space is rented to merchants and farmers (primarily
to merchants) to buy and sell food and agricultural prod-
ucts. Often these markets are antiquated facilities; and
the physical congestion within and around them, and in the
surrounding central business districts, is growing rapidly.
County policy-makers' perception of this problem was based
on a traditional view of market organization. It was gen-
erally assumed that new and/or improved markets would meet
present and future needs by first alleviating congestion
and developlng county seat central business districts and,
second, by serving as market outlets for farmers, distribu-
tion nodes for wholesalers and retailers, and supply
points for on-farm, village, and county-seat-located con-
sumers.

Major problems facing IFAM were (1) how to identify
needs for, and appropriate designs of, new or improved
municipal market projects; (2) how to compare among these
projects and the other local-level infrastructure and

institution-building needs; and (3) how to begin to

research. In the meantime it is important to remember that
"rural" includes on-the-farm, village, and county-seat
populations.
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institutionalize within IFAM the capability to carry out
adequate market project promotion and analysis. There was
also a high degree of urgency to develop solutions to these,
since IFAM had already committed itself (on the basis of
feasibility studies by local engineering firms) to finance
two markets. Together, these were to cost about $1 million
(U.S.), which represented at the time approximately 20 per-
cent of the total amount of their loan portfolio. So

there was a critical question as to whether, as IFAM grew
and expanded its loan commitment, it should continue to
allocate such a large share of its resources to county

seat public markets.

The LAMP projeét undertook a small technical assis-
tance effort (12 man-months of resident consultant's and four
man months of temporary consultants' time per year for two
years) to assist IFAM and other cooperating agencies in
studying and proposing possible solutions to these problems.
A task force of local technicians from selected Costa
Rican public agencles interested in agriculture and food
marketing was formed and given the project title of Pro-
grama Integral de Mercadeo Agropecuario--PIMA. The author
served for approximately two years as resident consultant
to the project. During this period, the task force con-
ducted in-depth case studies of three county seat publilc

market loan requests and undertook related extension work
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with county policy rnakers.l It also studied the need for
a food industrial-wholesale complex and related activities
to help rationalize the national food system.2 Based on
these background studies, the task force prepared for IFAM
a summary diagnostic, suggesting changes in agency policy
and methodologies of project evaluation for county-level
food marketing projects.3
The county case studies were based on survey data
collected from representative samples of resident farmers,
food merchants, and consumers. Given available resources
and time limitations, and with heavy emphasis on local
staff participation and hand data tabulation, analyses were
undertaken with a view towards (1) providing more accurate
factual information about market participants and processes

and their relative importance in rural county food distri-

bution systems, (2) sharpening the set of general municipal

1PIMA (Programa Integral de Mercadeo Agropecuario).
Analysis Sobre el Mercado Municipal y la Zona Comercial en
San Isidro de el General (San Jose, Costa Rica: IFAM, 1973).
, Estudio Sobre el Mercadeo de Alimentos, la
Remodelacion del Mercado Municipal y la Terminal de Auto-
buses en el Canton de Naranjo (San Jose, Costa Rica: IFAM,
1974). [hereinafter referred to as the Naranjo Feasibility

Study ]

, Estudio Sobre el Mercadeo de Alimentos
la Remodelacion del Mercado Municipal en el Canton de Puris-
cal (San Jose, Costa Rica: IFAM, 1974). [hereinafter
referred to as the Puriscal Feasibility Study]

2 » Programas Para Mejorar el Sistema de Mer-
cadeo Agropecuario en Costa Rica, Informe Preliminar (San
Jose, Costa Rica: IFAM, 1973).

3 , Proyectos de Mercadeo a Nivel Cantonal:

Politica y Metodologia de Evaluacion para el IFAM, Informe
Preliminar (San Jose, Costa Rica: IFAM, 1970).
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market project design guidelines and keeping the obvious
"white elephant" projects from being undertaken, and (3)
getting underway the local institutional growth process to
permit IFAM and other agencies to deal more effectively
with future loan requests.

These more practical goals were largely achieved (as
well as can be Jjudged in the short run), particularly those
relating to education and to the design of more realistic
and economical projects. Publication of the three case
studies gave local consulting firms a much clearer pic-
ture of rural county food marketing and how county seat
public markets figure as one of many participating insti-
tutions. An architect on the task force galned valuable
experience in designing functional, low-cost facilities
for the cases that warranted new or improved market build-
ings.

1.3 Phase Two of Research: Longer-Run Focus on Rural
Distribution and Country-Wide Food System Development

The research and advisory experience in Costa Rica
was designed to primarily fulfill short-run needs of local
institutions. Resources were relatively limited and the
PIMA task force was pressured for recommendations on the
market loan requests. Hence, all the data collected were
not analyzed during the author's stay in Costa Rica, nor
were local agencies enthuslastic about supporting projects
to improve other dimensions of rural food distribution

operations (other than public markets). Notwithstanding,
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the experience focused attention on broader questions of
the longer-run structure, conduct and performance of rural
food distribution processes.

Fortunately, for beginning a longer-run and more
comprehensive analysis, the surveys carried out contained
more detailed data, especially those with farm-, village-,
and county seat-located consumers, regarding procurement
patterns and reasons for present shopping habits and
preferences.

In addition, rural food distribution processes and
the role they play in facilitating agricultural speciali-
zation, social articulation, and general rural development
is beginning to receive attention from analysts in fields
of rural sociology, geography, and economic anthropology,
as well as from those in agricultural economics interested
in rural development. But there have been few conceptual
efforts to integrate this broad, yet functionally related,
knowledge into a readily useful framework for problem-
solving.

There is therefore, a need to carefully review,
.organize and analyze existing data from Costa Rica; and to
use it as a basis to design new, more sharply focused
analyses of alternative rural food distribution issues.
Equally important, from a dynamic food system reform point
of view, there is a need to use Costa Rican and other
studies to better map out system-wide performance questions

and to suggest and/or design additional avenues of analysis
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regarding alternative institutions and behavior linked to
these. Accordingly, the following are specific research
objectives:

(1) To develop a conceptual framework for studying
rural food distribution subsystems as components
of regional and national food systems.

(2) To describe and analyze selected marketing
structure, conduct, and performance conditions
of two rural food distribution subsystems in
Costa Rica and in so doing to examine vertical
coordination and organization dimensions among
rural participants, and between key rural and
metropolitan distribution agents.

(3) To identify and evaluate a broad set of economic
and financial costs and benefits of improving
the performance of these rural subsystems via
proposed public market facilities projects.

(4) To develop improved procedures and an outline
of future research needs for identifying and
better analyzing critical elements of rural food
distribution reform programs and projects for
Costa Rica and other developing countries.

1.4 Sources of Data

The author worked for approximately two years with
PIMA technicians in designing, carrying out, and extending
research results to relevant Costa Rican policy-makers. A
considerable body of knowledge relating to rural and large
urban area marketing processes was accumulated. Given
time, resource limitations, and the more dynamic problem-
solving expectation placed on the PIMA task force, large
primary data collection efforts were not undertaken. In-
stead, researchers were encouraged to maximize use of
secondary data sources and then to design more specific and

concentrated studies. Costa Rican agriculture has been
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generally well described in past research. Other marketing
studies were also available, although their focus was
somewhat static and largely descriptive. Nevertheless,
these were very helpful 1in effectively designing selected
purposive samples and making observations of critical
market processes and participants.
The principal secondary data sources for therural
food distribution studies included the following:
A. Studies by several local engineering firms of
public market feasibility in San Carlos, Grecia,
Naranjo, and Limon Counties. These are dis-
cussed in detaill in Chapter 5.
B. Work by an IFAM Regional Study unit provided
iInformation about physical conditions and infra-
structure in rural and urban areas of the Valle

de el General and Nicoya peninsula regions of the
country.

C. When Phase One of the research was carried out,
the 1973 Agricultural and Population Censuses
were just being undertaken. Only partial and
preliminary data were eventually available for
the published Naranjo and Puriscal case studies.
Phase Two includes more data from this new
Censui, since it was just published in 1late
1974.

D. Considerable use was also made of the Census
Bureau's 1963 and 1973 township census tract map.

The PIMA task force did undertake specific primary

data collection for the Naranjo and Puriscal county case

lDireccion General de Estadistica y Censos, Censo
Nacional de 1973: Agropecuario (San Jose: Ministerio de
Econom:a, Industria, y Comercio, 1974) [hereinafter refer-
red to as 1973 Costa Rican Agricultural Census].

, Censo Nacional de 1973: Poblacion (San

Jose: Ministerio de Economia, Industria, y Comericio,
1974) [hereinafter referred to as 1973 Costa Rican Popu-
lation Census].
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studies. Formal questionnaires and systematic sampling
processes were designed for an urban and rural consumer
and food merchant survey. Informal and semi-structured
case interviews and numerous field observations were also
completed with farmers, public market and other merchants,
rural truckers, rural bus owners and drivers, and rural
county government-elected councilmen. All of these, and
even the consumer and merchant surveys, were mostly pur-
posive in design; they were structured not to just des-
cribe and analyze each specific component of the rural
subsystems, but to also understand the dynamics of inter-
relationships among local participants, felt problems, and
possible policy alternatives.

Specifically identifiable primary data collection
actions for Naranjo and Puriscal Counties include the

following:

A. Utilizing business license records (patentes de

comercio) and preliminary field surveys, the universe of
retail and wholesale marketing agents was obtained. Cate-
gories and subcategories of these were derived, and approx-
imately a 50 percent overall sample was completed.1 Such

a large proportional sample resulted because of the small
number of merchants in each subcategory (whenever possible

a minimum number sampled per subcategory was three) and

1See Table A-1 in Appendix A for a complete listing

of the universe and categories of merchants and the number
of business surveys completed.



et

D




14

because virtually all public market retailers were included
so as to carefully identify existing problems.

B. A retail food price survey was completed in 13
stores in each county and in two stores in San Jose. Actual
purchases were made of a selected market basket of basic
food items. This 1is described in Section 4.62.

C. Using Census Bureau township tract maps, an area-
stratified, random sampling procedure was followed in
conducting surveys of rural and urban consumer food con-
sumption habits.l Approximately six percent of the house-
holds in Naranjo and four percent in Puriscal County were
sampled. Parts of this data were hand tabulated in Costa
Rica for Phase One of the research. During Phase Two the
data were processed on the MSU computer using the Statis-

tical Package for the Social Sciences--SPSS--program.

1.5 A Chapter Brief

In Chapter II a conceptual framework is developed for
studying rural food distribution processes as independent
units and as units relating to regional and national food
"systems. It identifies in both functional and geographical
terms the participants and institutions who most directly
influence economic activities involved in the distribution
and consumption of the food supply and related marketing

services of a country's rural population.

1See Appendix A and Table A-2 for an explanation of

the sampling plan and the number of surveys completed in
each township.
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Chapter III briefly reviews economic conditions and
public policy forces for change in the large urban and
national food systems of Costa Rica. The purpose is not
to examine these variables in depth but to understand broad-
er and longer-run basic conditions which pervasively
influence the rate and direction of growth of rural areas
and marketing processes.

In Chapter IV is a descriptive diagnostic analysis of
two rural county food distribution subsystems. It examines
farmer and other rural consumer, retailer, and wholesaler
activities as an interrelated set in order to (1) predict
and evaluate the impact of proposed public market reforms
and (2) conceptualize and tentatively evaluate alternative
reforms to more effectively improve performance of rural
food marketing processes.

Chapter V identifies and analyzes county government,
IFAM, and privatc consulting firm behavior towards public
market and other potential reform projects. A financial
and broad economic benefit/cost assessment is made of the
proposed Naranjo and Puriscal projects (also a financial
analysis of the Grecia project).

The overall research activity is reviewed and findings
summarized in Chapter VI. Conclusions and recommended
improvements are also formulated in three key areas: (1)
Specific Naranjo and Puriscal projects, (2) IFAM's food
marketing policy, and (3) the county/IFAM project develop-

ment and loan review procedure. A final important activity
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here 1s to suggest future research to develop alternative
rural food distribution reforms for Costa Rica and other

developing countries.
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CHAPTER II

A CONCEPTUAL FRAMEWORK FOR STUDYING

RURAL FOOD DISTRIBUTION

The purpose of this chapter is to develop a concep-
tual framework for identifying and studying rural food
distribution processes and problems. The goal is to expand
existing food system and subsystem concepts which have
focused primarily on large urban areas and their food
sheds. Hence, the chapter will first review past research
as 1t has approached food distribution and commodity mar-
keting problems. It will then develop an enlarged paradigm
of urban and rural distribution processes, and discuss the
importance of studying the demand for rural purchased food
and related marketing costs as variables in agricultural
development. Useful marketing and geography dimensions of
rural food distribution processes are then discussed.
Finally, the structure-conduct-performance framework of
analysis will be identified as the research tool for look-
ing at rural distribution subsystem problems. And perfor-
mance characteristics specific to these subsystems will be

discussed.

17
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2.1 A Food System-Subsystem Research Focus

Economic growth and structural transformation in
developing countries requires complementary and often si-
multaneous changes in both agricultural production and
market ing processes. LAMP and other researchers have
begun to build such an integrated approach to problem
diagnosis and reform actions.1 Central to this work is

the concept of a food production-distribution system. It

is used to avoid the limitations of traditional agricultural
production and marketing terminology which discuss "pro-
duction" only in conjunction with farms and factories.

In reality, production results at all levels of an economic
system when any of the forms of utility are added to some-
thing; i.e., form, time, place, and possession utility.
Distribution (traditional marketing) likewise takes place
at all levels, since there must be tangible physical hand-
ling and intangible social exchange relationships esta-
blished any time there is a degree of specialization and
resulting transfer of goods and services among participants

in an economic system.2

lLAMP Summary Report, p. 116. See also the orienta-
tion of agribusiness commodity systems in Ray A. Goldberg,
et al., Agribusiness Management for Developing Countries-=
Latin America (Cambridge, Mass.: Ballinger Publishing Com-
pany, 197%4), pp. 3-8. Finally, see Norris T. Pritchard,
"A Framework for Analysis of Agricultural Marketing Sys-
tems in Developing Countries," Agricultural Economic Re-
search, Vol. 21, No. 3 (July, 1969), pp. 78-85.

2A. Schmid and J. D. Shaffer, "Marketing in Social
Perspective," in Agricultural Market Analysis, ed. by Ver-
non Sorenson (East Lasning: Michigan State University,
1964), p. 16.
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Combining concepts of production and distribution
into a systems framework permits a clearer understanding
of the interdependence of closely related activities. It
facilitates a broader type of general equilibrium analysis
in which a qualitative, if not quantitative, focus 1s put
on feedbacks, critical hierarchical sequences, and exter-
nal relationships. The strategic importance of organizing
and coordinating traditional agricultural production and
marketing activities becomes clearer.

Marketing processes are thus seen as economic coor-
dination activities. Market coordination is defined as
"the process in an exchange system whereby producers, dis-
tributors, and consumers interact to exchange relevant
market information, establish conditions of exchange, and
accomplish physical and legal transfer of economic goods.l
Increased specialization is facilitated by improving market
coordination processes, and thereby developing more produc-
tive and less costly (particularly less risky) linkages
between production, distribution, and consumption of goods
and services. This in turn 1s both necessary and inherent
(although not automatic) in the transition from a tradi-
tional subsistence economy to a more productive and indus-

trial economy in both urban and rural areas.

1Kelly Harrison, "Agricultural Market Coordination in
the Economic Development of Puerto Rico." (Unpublished
Ph.D. dissertation, Michigan State University, 1966).
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For analytical purposes, food production-distribution

systems (or simply food systems) may be divided into three

levels of f‘ocus:l

l. Farm or firm level

2. Channel level, which, for the present study, is
further subdivided into

a. Commodity subsystems
b. Distribution subsystems

(a) Metropolitan areas
(b) Rural (town and country) areas

3. System level.

The channel level of analysis identifies a set of
farms and marketing firms that perform value-adding pro-
cesses through a closely linked sequence, with the aggre-
gate result of each participant's contribution (of product
and attached services) directed at satisfying final con-
sumer demand. For most individual research efforts, this
unit of analysis is still too complex to be manageable.
Hence, there are two additional ways to subdivide the
channel level, but to still focus on a meaningful group of
related activities and not just totally independent ones.
This involves separating overall channel activities
according to the number of products handled:

(1) Vertically and horizontally by functions related

to one product (like potatoes) or groups of
similar products (like vegetables) passing

through the channel or sequence of events
involving production, distribution, and

lLAMP Summary Report, p. 92.
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consumption. These units gf analysis are label-
ed "commodity subsystems."

(2) Vertically and horizontally by functions per-
formed on all food products by final channel
organizations; i.e. consumers, retallers, whole-
salers, and perhaps food manufacturers. These
units of analysis are labeled distribution 5
subsystems for purposes of the present study.

Channel levels of analysis are thus subdivided into
commodity and distribution subsystems. A major purpose
of this chapter is to expand the food distribution subsys-
tem concept to include rural as well as urban area parti-
cipants. Before doing thls, however, let us be clear that
subsystem studies shift the focal point of analysis from
farm and firms, acting as individuals, to one of them act-
ing as a group exchanging products and services 1in order to
satisfy a final channel demand. As Shaffer has written,

It seems only logical to me that the important

questions for economic research concern the organ-
ization of economic activity and that among the most

1In marketing work in the United States, commodity
subsystems as units of analysis are called subsectors, since
their use grew out of the need to develop more productive
and relevant approaches to problem-solving in a food and
fiber sector that includes the complex of related units
involved in the production and distribution of food and
fiber. For purposes of the present work, subsystems and
subsectors are terms to describe similar concepts. See
James D. Shaffer, "On the Concept of Subsector Studies,"
presented at Technical Seminar on Subsector Modeling of
Food and Agricultural Industries, Department of Agricul-
tural Economics, University of Florida (March, 1970), p. 6.

2In the LAMP Summary Report, p. 95, these were called
distribution channels. Distribution channels and subsys-
tems have exactly the same meaning in the present study.
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important questions concerning economic organization
are those involving the coordinatlion of the sequential
activities by which goods and services are produced
and distributed. The importance and difficulty of
vertical coordination increases as a sector becomes
more productive through specialization. We have
understood since Adam Smith that specialization in
economic activity was an integral aspect of the growth
process. New methods and technology are aspects

of such specialization as 1is science which is a
specialization in the production of new knowledge.
Inherent in this system of progressive specialization
is the necessity of continuously altering work roles
and adapting the system of coordination to the newly
created possibilities. As the production process is
broken into finer and finer uniis the complexity of
coordination problem increases.

Given the general subsystem focus, two additional
definitions help to clearly identify present research inter-
ests and to delineate useful first steps in organizing
research to focus on rural distribution participants and
processes:

(1) Vertical organization "refers to the structural
anatomy of a subsector (subsystem). It includes
the functions that are performed, the number of
stages, the proprietary and authority structure,
and the 1nst1tutiogs and arrangements that are
an integral part."

(2) Vertical coordination, "on the other hand, is a
process. It refers to those activities that
integrate and synchronize the functional inputs
of sub-sector (§ubsystem) in total response to
market demand."

lshaffer, op. cit., pp. 11-12.

2B. W. Marion, "Vertical Coordination and Exchange
Arrangements: Concepts and Hypotheses," paper presented at
Seminar on Coordination and Exchange in Agricultural Sub-
sectors, North Central Reglonal Research Project 117 (Chi-
cago, Illinois, November 14-15, 1974), p. 3.

31b1d., p. 3.
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A principle goal of subsystem research is to discov-

er exlisting barriers to more effective vertical coordi-

nation. Removal of these bottlenecks is a necessary condi-
tion to improving production responses of all participants
in specialized sequential transformation processes. Useful
investigations should not focus exclusively on coordination
processes, however, but ought to éimultaneously identify

vertical organization, or the details of structure and

conduct of subsystem participants. Such a joint focus on
structure, conduct, and performance issues facilitates
problem diagnosis and more realistic solution design. This
results because research both 1) discovers conditions of
risky markets, unstable supply, wide price fluctuation,

and other inadequate performance dimensions, and 2) provides
understanding of existing and feasible alternative sets of
incentives, standard operating procedures, information
flows, and other public services which realistically could
move the subsystem towards more desirable performance.

This descriptive and diagnostic approach to problems is
especially important for rural food distribution processes
because so little 1s known about particlpants, functions
performed, and the importance of services provided.

2.2 Past Research on Large Urban Distribution and Linked
Commodity Subsystems

This and the next section separate overall food dis-

tribution subsystems into metropolitan (or large urban) and
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rural subsystems. Using "urban" and "rural" as terms to
define geographical areas is difficult, since these are
such imprecise and often misunderstood terms. Rural areas,
as commonly understood, contain farmers living in dispersed
locations onsmall and large farms. But there are also
various-sized nucleatlions or communities in rural areas.
These include villages, small towns, and even small cities.

Urban areas, on the other hand, generally mean rela-
tively big cities. The U.N. definition of "urban"
starts at 20,000. Most people tend to think of cities of
50,000; 100,000; or larger when the term "urban" is used.
Rural area villages, towns and small cities thus tend to
be overlooked. Even worse, economic exchange relationships
among farmers and small industrialists, artisans, and mer-
chants located in small towns or cities are likewlse often
overlooked as relevant variables in agricultural and rural
development processes.l

For these reasons, this study will explicitly refer

to "metropolitan" or "large urban" centers when discussing

communities of over 20,000 population. "Urban" will be
used as a general term to refer to communities ranging in

size from small towns and cities to the largest metropolitan

lFor a detaliled discussion of this oversight, see

Chapter 6, "The Critical Role of Market Towns in Modern-
1zing the Landscapes of Underdeveloped Countries," in

E. A. J. Johnson, The Organization of Space in Developing
Countries (Cambridge, Mass.: Harvard University Press,
1970), pp. 178-207.
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areas. "Rural refers to a small city or town, and the
nucleated and dispersed population living in its surround-
ing countryside or hinterland. Rural counties will also
be defined in Chapter III.

The LAMP and other approaches to food and agricul-
tural system reform in Latin American countries developed
through a primary spatial focus on metropolitan, or large
urban, centers and their food supply area. This has been
quite logical, since large urban areas in the region have
grown so rapidly (Latin America presently averages a five
percent yearly urban growth rate, but this varies consi-
derably, depending on the country).l Large urban areas'
demand for food grows even faster, due to income increases
and high aggregate income elasticities of demand. Large
city-located populations also have more immediate link-
ages to government. Consequently, strong political pres-
sures are always present to provide adequate urban food
supplies and related services at reasonable prices.

Rural-urban relationships have been examined in the
context of the agricultural commodity subsystems serving

these large metropolitan demand centers. Needs of farm-

1With "urban" defined as localities with 20,000 or
more inhabitants, in 1950, 1960, and 1970, the 20 countries
of Latin America were 26, 33, and 41 percent, respectively,
urban. These are average figures, however, and do not
reflect a good deal of heterogeneity in the urbanization
process of the nations making up the region. (See United
Nations, "Population Trends in the 1960's in Latin Amer-
ica: Some Implications for Development," Bulletin for
Latin America, Vol. XIX, Nos. 1 and 2 (1974), pp. 95-125.
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level production and related product assembly operations
are generally studied in order to discover ways to more
efficlently and effectively (with less risk for all parti-
cipants) connect them to major urban demand centers.

One reason for this focus is that work has centered
largely on problems perceived by government agencies with
whom urban technical assistance projects became affiliated
in each country. And they, as a rule, have been more
directly interested in improving large urban area marketing
processes and commodity subsystems that serve these demand
areas, than with the vertical and horizontal market pro-
cesses serving consumers in rural market towns and their
hinterlands.

Another reason is the familiar question of selecting
priorities. Given limited resources, it makes little sense
to study in depth the more diffused and seemingly less
important rural food distribution components without first
learning of the functioning of the general food system and
of some of its more centralized components, from which the
major demand for farmers to produce a marketable surplus
is generated.

Given the expanded body of existing knowledge of
overall food systems in Latin American, it 1s now necessary
to examine rural distribution processes and to better
understand how these relate to large urban distribution
and linked commodity subsystems making up regional and

national economies. A beginning paradigm recognizing
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rural distribution participants, as well as urban and
commodity subsystem entities, is shown in Figure 2.1.

This abstracts from specific market geography dimensions
and multiple-commodity and distribution subsystem poten-
tially existing in various regions of a given country.

The figure is intended to show a more complete set of
potential food system participants grouped into useful and
manageable research units. And it forms a beginning esti-
mate of feasible economic coordination and product/service
flows within and among subsystems (shown by the lines
connecting participants).

The figure can likewise be used to illustrate graphi-
cally how past LAMP analysis has concentrated geographi-
cally upon relationships within rural food production and
assembly areas (shown in the botton half of the figure)
and their major metropolitan demand center (shown in the
upper right-hand side of the figure). It also delineates
where rural food distribution participants fit into the
system and allows for the possible supply of rural areas
directly by local farmers or indirectly via large urban
marketing agents, who are in turn linked into other pro-
duction regions of a country. The following sections will
further discuss the set of core subsystem participants and
lay out basic marketing principles which tend to determine

when these supply channels are appropriate.
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2.3 The Importance of Rural Food Distribution Processes

Rural food distribution subsystems are herein defined
to be the set of participants and institutionsl that most
directly undertake or influence the economic activities
involved in the distribution and consumption of the food
supply and related marketing services of a country's rural
population. Specific participants, institutions, and
coordination processes which are investigated in diagnos-
tic studies vary, depending on immediate problems and
perceived organizational/institutional changes required.
Yet there are a number of core participants and relation-
ships that ought to be examined in order to clearly focus
on relevant channel-level, vertical organization and coor-
dination processes.

Figure 2.2 shows these central or core study compo-
nents. Focusing on them as a highly interrelated set of
activities helps to discover how limitations or improvement
in one component influences others. It likewise helps to
identify needed managerial/technological and institutional
innovations that may be unprofitable or unavailable to indi-
viduals, but if somehow adopted simultaneously by all par-
ticipants, would yield substantial subsystem-wide improvements.
Overall subsystem results thus flow from the completion of
many different but closely related functions by all

participants.

lInstitutions are defined as the set of laws, rules,
standard operating procedures, and both formal and informal
public organizations influencing or directing behavior of
pParticipants in the system.
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Figure 2.2 Important Participants and Processes in Rural
Food Distribution Subsystems

- Public and Private Agencies
and Institutions with Primary - FARMERS (as consu-
Impact on Subsystems mers and producers)
1. Local government and - OTHER RURAL
public services CONSUMERS

2. Local laws, marketing
rules, taxes, etc.

3. National government
and marketing-related

services

- RURAL RETAILERS

., Specific agricultural

development policies 1) Dispersed, rural
area stores

2) Periodic markets

~ Physical Infrastructure and fairs
3) Permanent public
1. In Rural Subsystem markets
Region k) village and town
stores
(a) Assembly and
distribution
markets

(b) Stock yards and

scales
(¢c) Local grain - RURAL WHOLESALERS
storage
1) Those located
(d) Roads and public within subsys-
passenger/freight tem
transport system 2) Linkages to
local farmers,
2. In Urban Regions processors, and
assemblers
(a) National road and 3) Linkages to
transport urban subsystems
system

(b) Wholesale markets
and processing/
storage facilitles
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Few past studies on rural marketing have focused on
farmers, retailers and wholesalers as an interrelated group
directed towards satisfying rural demand. Farmers' and

other rural residents' demand for purchased fcod has

noticeably been excluded as an important variable. Perhaps
one reason for this 1s that there are almost no data series
available in Latin American (and other) developing coun-
tries to even identify rural consumption, let alone to
determine the relative importance of purchased product
flows and marketing costs. Furthermore, it can be rela-
tively expensive and difficult to undertake detailed pri-
mary survey research to quantify these, since the set of
activities 1s surrounded by traditional behavior, complex
buying patterns, and a rather extensive spatial dimension.
Developing workable and economical approaches to studying
these is therefore a necessary first step to reforms.

Unfortunately, there are two more fundamental reasons
why rural demand for purchased food and related marketing
services has not been adequately treated in agricultural
development research. First, it 1s simply too readily
assumed that farmers produce most of what they consume.
Second, nonfarm residents of rural areas are too easily
overlooked, since the term "rural" 1s generally assoclated
with farming.

Consider the question of the source of procurement
of rural food supplies for farmers. Much current and past

research debates the composition of the ideal set of
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variables influencing developing country farmers' rate of
adoption of blological and mechanical agricultural produc-
tion innovations. Yet 1little mention is made of a possi-
ble correlation between the convenient and economical
availability of a partially or completely purchased food
supply, and farmers' willingness to adopt new yield-
increasing and enterprise-specializing technologies.

Juxtaposed to this 1s a fundamental technical rela-
tionship: some degree of specialization is necessary to
Increase productivity. This in turn implies, for a farm
unit, dependence on an outside source of supply for some
or all of its food supply. Thus, food ought to be consi-
dered similar to fertilizer, improved seeds, and other
necessary 1nputs into a more productive farm-level trans-
formation process. In fact, the avallability of a
nutritious food supply for farmers may carry a higher pri-
ority than other inputs, because it helps produce the
physical and mental condition in farmers both to work and
to learn new work methods.

More modern agriculture in developing countries has
been characterized by A. T. Mosher as a synthetic operation
conceptually comparable to an assembly line of a factory.l
As shown in Figure 2.3, inputs from the culture and eco-
nomy, farmers themselves, land, and other farmers are

brought together in a farm "assembly 1line." The input of

lArthur T. Mosher, Creating a Progressive Rural Struc-
ture to Serve a Modern Agriculture (New York: Agricultural
Development Council, 1969), p. 3.




-

F]
«
N
5
3

> A



33

Figure 2.3 Inputs From Various Sources into Modern Farming

From From [ From
the the the
Econony Farmer Land
L
Knowledge g Natural
E
Skills o Solar Energy
©
Incentives 5 Soil Nutrients
=
Technology Moisture
Air and Soil
Fertilizers Temperatures
Each Farm
Seeds ———————— Business o Weather
T as an
Pesticides "Assembly-
Line" Man-added
Tools and \
Implements \ Irrigation
Power Accumulated
Fertility
Transportation

From Other
Farmers, Food
Processors & Merchants

Diversified
Food Supply

Source: Adapted from, A. T. Mosher, Creating a Progres-
sive Rural Structure to Serve a Modern Agricul-
ture, New York: Agricultural Development
Council, 1969, p. 2.
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a diversified food supply from other farmers shown in the
center bottom portion of the figure was not identified by
Mosher. He did stress the need for a market center to
provide an outlet for farm produce and make available to
farmers critical inputs. A purchased food supply was not
one of these inputs. Thus, a major argument of the present
study 1s that this additional dimension ought to be

added to the set of services considered vital in creating
a "progressive rural structure" as suggest by Mosher.

LAMP and other research shows there is no automatic
"free hand" process working to assure the evolution of a
system of marketing agents willing and able to reduce risk
and uncertain market conditions for small farmers. And it
may be hypothesized that there is no similar reason to
expect an automatic evolution towards an innovative and
cost-reducing set of sellers of food to farmers and other
rural reslidents. Farmers may therefore receive from their
food marketing systems a dbuble disincentive to adopt new
agricultural technologiles.

There is a growing body of evidence to suggest that
farmers in Latin America need to be examined as food pur-
chasers as well as producers. A Purdue University study of
low-income groups in Brazilian agriculture shows, as would
be expected, that farm-produced food consumption 1is a

greater percentage of family income for land owners and
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sharecroppers than for salaried rural workers.l Still for
all groups of rural consumers studied, home-produced
consumption represented less than one-third of total per-
capita consumption. A case study of small farmers
located on former haciendas (since the 1952 land reform
program) in the Lower Cochabamba Valley, Bolivia, shows that
in 1973, food purchases constituted 78 and 66 percent of
food consumption for farmers in the two areas studied.2
Larson found that farmers in various rural counties of
bean-producing regions of Northeast Brazil, as a group
average, spent 65 percent of discretionary farm family
income on purchased food.3

Evidence from other areas of the world is likewise
becoming avallable. Johnston and Kilby conclude that the
ratio of cash consumption expenditures to production ex-
penditures among farmers 1is relatively high during early

periods of the structural transformation process 1in a

country's agricultural and economic development.u In a

lGeorge F. Patrick and Jose Juliano Carvalho, Low
Income Groups in Brazilian Agriculture: A Progress Report

(West Lafayette, Indiana: Station Bulletin No. 79, Purdue
University, 1975), p. 26.

2Joseph F. Dorsey, A Case Study of the Lower Cochabam-
ba Valley: Ex-Haciendas Patrotani and Caramarca (Madison:
Land Tenure Center, University of Wisconsin, 1975), p. T4.

3Donald W. Larson, "A Diagnosis of Product and Factor
Market Coordination in the Bean Industry of Northeast Bra-
zil," unpublished Ph.D. dissertation, Michigan State Uni-
versity, 1968, p. 95.

uBruce F. Johnston and Peter Kilby, Agriculture and
Structural Transformation (New York: Oxford University
Press, 1975), pp. 76-085.
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comparison of average cash farm expenditures on production
and consumption goods in Ethiopia and Taiwan (data from
1967) and the United States (data from 1961), it was found
that the ratio of consumption expenditures (e.g., purchased
food, clothing, housing, transportation, services, etc.)
to production expenditures (fertilizers, chemicals, seeds,
livestock, power, etc.) was 2.45 in Ethiopia, 1.59 in
Taiwan, and .71 in the United States. As part of this
exercise it was concluded, "that it is in the early stages
of structural transformation that agriculture has its
major impact on manufacturing sectors and during early
phases of this transformation, farm demand will have its
greatest effect on sectors of the economy producing con-
sumer goods (particularly food) rather than producer
goods."1
Recognizing these linkages, Mellor's work indicates
the importance of reform of marketing institutions and
policy for rural areas, if employment-oriented intersec-
toral and interregional growth 1s to be achieved in India.2
Interestingly, he is also one of the first to use rural

demand for purchased food and other items as a basic para-

meter. From his simulation analysis, because low-income

11p1d., p. T74.

2John W. Mellor, The Impact of New Agricultural Tech-
nology on Employment and Income Distribution--Concepts and
Policy (Ithaca, New York: Employment and Income Distribu-
tion Project Occasional Paper No. 81, Cornell University,
1976), p. 18.
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rural consumers spend major increments of their income on
basic caloric sources such as grains, Mellor concludes that
for basic grains "production oriented policies of agricul-
tural research, education, input supply, etc., are the
first priorities for an employment oriented pattern of
growth." Yet his analysis of rural expenditure patterns
also shows a major role played by non-food grain agricul-
tural commodities and a potential role of increased demand
for relatively labor-intensive manufactured goods. He

thus points out that

. « . once income and production increasing tech-
nical change for the basic food crop 1s underway
increased production of nonfood grain agricultural
commodities, such as vegetables and livestock pro-
ducts, become an early priority in an employment
oriented strategy.

And he suggests several important, related policy implica-

tions.

Realization of the employment and growth poten-
tial in the non-food-grain agricultural sector
requires growth in consumer expenditure, as it is
necessarily a demand led growth, dominated by commo-
dities with elastic demand patterns. That same
characteristic implies growth in demand for non-
agricultural commodities as well, providing a joint
stimulus to several sectors of the economy. Because
the demand for non-food grain agricultural commodi-
ties also tends to be highly responsive to price,
rising relative prices will shift consumption readily
to other commodities, thereby losing the employment
potential of this sector. Thus it is important that
agricultural policy be developed to remove the
production and marketing bottlenecks in these sec-
tors. Since breakthroughs in the basic food commo-
dities may occur rapidly, a forward looking rural

l1b14., p. 17.

°Ibid., p. 18.
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development strategy will give early attention to

livestock and vegetable production and marketing

problems. Further, in a rural oriented strategy

much of the growth in demand for such commodities

will be in the rural areas themselves, requiring

a further reorientation of marketing institutions and

policy.l

In general, Mellor envisions a process of rural deve-
lopment formed around the concept of market towns giving
rural spatial location to forces for change and growth;
i.e., (1) increased demand for labor-intensive agricultural
products for rural and urban consumption, (2) increased
demand for local marketing services to coordinate and
interconnect more specialized agricultural production
regions, and (3) increased demand for labor-intensive
manufactured and consumer goods industries which, it is
hoped, will locate in rural areas.

Mellor's conceptual model thus focuses on expenditure
patterns incident to increased income and the potential
employment content in producing the goods and experienc-
ing increased demand. This is quite similar to the LAMP-
hypothesized sequence of changes in food system processes.2
The major difference in the models arises from the source
of additional income. For Mellor's model it 1s the direct

effect of new agricultural technology on employment and

income of farmers and rural laborers. In the LAMP model,

l1b14., p. 18.

2Charles Slater, et al., Market Processes in the
Recife Area of Northeast Brazil (East Lansing: Latin
American Studies Center Research Report No. 2, Michigan
State University, 1969), pp. 1-2.




3 A

s




39

additional effective demand derives from reduced marketing
costs and lower food prices for large groups of low-income
urban consumers. Both models are still highly complemen-
tary and direct major attention to demand-induced growth
linkages and the strategic importance of institutional
innovations to facilitate the coordination of agriculture,
industry, and trade sectors, both in rural as well as in
urban settings. For these reasons both models help to
Justify the importance and to focus the scope of the
research herein proposed on rural food distribution pro-
cesses.

Let us now consider the nonfarm residents in rural
areas as a final portion of this section examining the
importance of rural food distribution processes. Not all
people living in what are commonly called "rural areas" of
Latin America are farmers. The U.N. definition of "rural"
is any village, town, and city with less than 20,000
population, plus the actual dispersed farm population.

By this, in 1970 sixteen of the twenty countries of the
region had more than 50 percent of thelr populations
classified as "rural." And in spite of migration and high
urban growth rates, this population (due to its sizable
rate of growth) is increasing in absolute numbers in almost
all countries of the region.l Many other country-level

statistical officers, of course, define rural at a lower

lynited Nations, op cit., pp. 95-125.
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population, say 5,000 or 2,500. But the point is, there
are many village, small-town, and city populations in rural
areas that have a majority of their populations deriving
income from services and agriculture-related activities.
These people do not produce thelr own food supplies,
however. They purchase almost all of it, and performance
resulting from their rural food distribution subsystem is
an important, if not one of the most important, dimension

of of overall welfare and rural development services.

2.4. Marketing and Geography Concepts

As identified in Figure 2.2, the suggested set of
core retail marketing agents necessary for a subsystem
analysis of rural food distribution processes includes
traditional merchants located in various types of periodic
and permanent market places. Many economic anthropology,
geography, and marketing researchers have described and,
to a certain extent, analyzed these marketing agents.1
Generally, other rural retailers located in independent
shops in dispersed rural areas, in rural villages, and
rural towns have sometimes been recognized but not included,
so as to study the entire universe of merchants as an
interrelated set. Nor have the wholesale and direct farm
supply processes of these rural retallers been studied.

For this reason, herein-defined rural food distribution

1For an excellent topical review see R. J. Bromley
and R. Symanski, "Marketplace Trade in Latin America,"
Latin American Research Review, Vol. IX, No. 3 (1974),
pp. 3-30.
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subsystems incorporate all local retailers and wholesalers
and the primary procurement arrangements among rural and
large urban merchants.

The suggested set of participants and coordination
processes in rural distribution subsystems are constantly
changing as local and national socio-economic variables
evolve in a country. There are a number of basic macro
and micro marketing principles (or concepts) which are
helpful in understanding how and why changes take place.
They also help focus research on relevant variables
requisite to improving rural distribution processes.

Three general principles underlie the economic justi-
fication of marketing intermediaries: (1) minimum total
transactions, (2) massed reserves, and (3) proximity.l
Within each of these areas there are three more specific
concepts of the economics of location and spatial inter-
action: (1) the threshold of a firm, (2) the range of a
firm, and (3) the order or nature of an eco<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>