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INTRODUCTION

In Nicaragua, where the main income source is agriculture, the
markets are not well orgamized. The lack of an orderly marketing system
for farm products has greatly influenced the pattern of agriculture.
The limitations inherent in the present situation have not only narrowed
the opportunities for farmers, but elso deprived consumers of large
quantities of food and other agricultural commodities which could be
produced locally. The process of selling &gricultural commodities in
the country is generally full of numberless middlemen. In order to
stay in business, the middlemen recelve a large percentage of the
consumer's "cordoba" (the country's currency), regardless of the
inefficiency of their methods. The cost of their services and their
profits tend to reduce the prices the farmers receive and increase
the prices the consumers pay.

The importance of a study about the situation of the markets
in M caragua is evident. While there is so little published
information, this study will be based on & description of the local
marketing problems which have been acquired merely by observation and
experience.

The concepts of marketing in agriculture are introduced in an
attempt to visualigze the departure of NMicaragua's marketing conditions
from the ideal. Statements of the situation will be followed by a
general analysis end recormendations which seem to be appropriate in
geeking general solutions of the problem.

Improvement of marketing through extension education will also

be discussed, for which some accepted concepts and philosophies will

be defined. Finally, as the question of economic development in
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Nicaragua has been one of the major issues of the government policies
for the past few years, a discussion will also be included about the
concept of marketing improvement in the development of agriculture.
As a background for readers not fsmiliar with the country,
Chapter I presents some aspects of the geogrephy and climate, as well

as other pertinent information about Nicaragua.
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CHAPTER 1

GENERAL INFORMATION

Geo and Climate

Nicaragua, the largest of the Central American Republics, has a
total area of 57,000 square miles (about the same size of Wisconein)
including 3,500 square miles of inland lskes. It extends from the
Atlantic to the Pacific and borders Costa Rica to the South and Fl
Salvador and Honduras to the North. The country has four natural
regions: The western plains (sea level to 200 feet), the comparatively
small Managua-Carazo uplands (1,300 to 4,000 feet), the mountain region
in north-central Nicaragua (1,500 to 5,500 feet), and the eastern
plains to the Atlantic, which comprise over half the total area of the
country.

Mean anmusl temperature at sea level is 8l degrees F. There is
a decrease of about 3 degrees F. for each 1,000 feet of elevation. The
dry season extends from early Januery to mid~May. Average humidity in
Managua in the most hurdd month (June) is 84 per cent, in the driest
month (April) 62 per cent. Average annual rainfall ranges from U5
inches at Manague to 80 along the Pacific Coast and 150 along the
Atlantic.
Population

According to the census of 1950, Nicaragua's population was
1,057,032; estimates as of Jume 30, 1956 place it at 1,288,007. Sixty
per cent of the population live in a strip along the Pacific 200 miles

long, and 12 to 60 miles wide; thirty-two per cent live in the rest

of the sierras, and only eight per cent in the ®sastern plains. The




economi cally active population in 1950 was 329,976 as follows:

Agriculture and ILivestock ... 223,568

Industry ..... eeevecescsssce 37,557

Public Services .cecececessee. 34,822

COMMOrce .coeceveccssscsncesess 15,396

Transport ..ecceccescsscscess 6,203

Mining .ececccccceccccrcceecs 3,178

Public Utilities .cocercacenn 616
Two-thirds of the population are classed as rural and one-third urbdam,
but the distinction is less sharp between these groups than is normal
in more highly developed countries; for example, the city worker is
often a seasonal crop picker. The estimate rate of increase of the
population over the last ten years is about 3.4 per cent enmually.

Structure of the Economy

A special mission of the International Bank for Reconstruction
and Development resided in Nicaragna from the summer of 1951 to the
summer of 1952. The recommendations of the mission are found in a
report which analyzes the resources of the country and shows how these
may be harnessed to various sectors of the economy, agriculture,
communi cations, education, public health and industry. The recommenda—
tions are then gathered up in a Five-Year program of development cover-
ing the sectors named, to cost U.S. $76 million. The document, being
not only a survey of existing‘ conditions, but also the blue print of
a plan, is of great interest. The Government accorded its formal
approval of the plan at the end of 1952 and since then has been working

along the linesg proposed.
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The Nicaragumm economy is predominantly agricultural. The gross

national product in 1950 was estimated at 1,027 million "cordobas"
(7 cordobas equal U.S. $1) of which 40 per cent was agricultural. The
gross national product was broken down as follows (in million cordobas):
Agriculture ....ccccccceccecccccasca.-oolilb
Memufactuaring ...eeeceoeceeces ceesessessllhy
Commerce and Finance ..cececceccesecssssl08
Govermment .ocececscsecscsscssssssscccs 03
Mining .ececcocsececcccseccsccccccscss 60
Construction .eececocecscscccssscccccss HU
Transportation and Communications ..... 37
Professional and Domestic Services ‘.... 27
POWET .ccceccececcccconsccccoccsccccccce 11
Others .cececececcccsccecssscasasccees 106
TotBl .eecceesesenrcccccccccscse 1,027
Aericulture
M caragua'!s major crops are cotton, coffee, sesame, sugar, rice,
corn and besns. Sorghum, caco, yucca, tobacco, bananas, plantains, and
a variety of other frults and vegetables are produced on a smaller scale
for the locai market. Cotton and coffee are by far the most important
producte from a foreign exchange point of view-<exports of these two
commodi ties accounting for roughly 75 per cent of total export value in
1955. Comparative figures of production of major crops in recent years
are shown in Table 1.
Cotton planting has expanded remarkably in the last few years,

and production has increased from virtuslly nothing in the years prior




Tgble 1 - Production of major crops, 1942=43, 195354,
and 19455 crop years

n thou 8 of t d
Commodity 1942-43 1953-54 195h.55
Cof fee 2ug 425 550
Rice 60 760 358
Cotton fiber 30 505 1,031
Cotton seed 900 2,063
Sugar 270 710 799
Sesame 89 175 189
Corn 380 3,010 2,083
Beans 300 580 683

* One quintal equals 10l1.4 pounds.

to 1950 to 200,000 bales of 500 pounds each in 195u4=-55. Although concen~
tration on cotton probably will dlminish during the next several years,
owing to world market uncertainties, little doubt exists that cotton

has established itself as a money earmer in the Nicaraguan export
economy.

With some four million new coffee trees planted since 1951, a
general upward trend can be predicted for the production of coffee,
especially so long as prices for mild varieties are faworable. Produc-
tion in 19555 was 550,000 quintals and in 195556, 516,000 quintals,
the largest coffee harvest in history. A new record yield of 630,000
quintals was predicted for 1956=57.

Production of food crope increased steadily from 1950 to 1954,
but in the last two years attention to cotton has resulted in some
decline in the production of these items. Particularly noticeable have
been the drops in production of the basic diet items - corm, rice, and

beans. To meet national consumption needs, emergency imports were made
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of those commodities, although Nicaragua has traditionally exported

them.
Land Distribution and Ownership

The agricultural census of 1951-.52 indicated that of total land
area spproximately 6 per cent was devoted to permanent cultivation, 12
per cent to ammual cultivation, 6 per cent to fallow, and 27 per cent
to natural pasture, leaving 49 per ceant umused. Distribution of land
ownership is given in Table 2.

Table 2 - Distribtution of farmland ownership, by size
(In manzanas)*

Sige of farm Number of farms Total area
1 to 5 10,214 6,126
5 to 10 7,729 51,666
10 to 20 8,621 112,911
20 to 50 10,687 319,770
50 to 100 7,829 490,933
100 to 200 3,782 459,1Lp
200 to 500 1,874 509,236
500 to 1,000 483 307,480
1,000 to 2,500 256 355,559
Over 2,500 106 755,96

* One manzana equals 1.7Y4 acres.

These statistice indicate that 1.6 per cent of the total mumber
of landownere control 42 per cent of all the farm area; farms smaller
than 50 manzanas account for 72 per cent of all farms.

The agricultural census also shows the area planted and produce
tion of several crops classified by size of farms, but no data are
avallable regarding commercial and export production as a percentage
of the nunber of farms which actually export their production. Even

though, it can be sald that farmers owning or operating a farm larger
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than 50 manganas will be producing commercially and those with considerw
able amounts of land will produce both for local supply and for the
export market. In the case of coffee, the production of small farmers
can also be regarded as production for export.
livestock, Forestry and Fishing

Iivestock and timber are additional important elements in
Nicaragua's production. Both commodities have figured for many years
in the countryt's top eight exports, and they are likely to be developed
into much more significant factors in the national economy. Present
cattle population is about 1.2 million head - Brown Swiss and Brahman
breeds prominent in the present programs of herd improvement. Cattle
population is classified in the census as follows: Bulls, 36,068;

Cows, 476,407 (about half of them actually producisg milk); Oxen,
65,199; Calves, 604,336,

Actual forest is estimated to cover approximately 7.1 million
hectares (one hectare equals 2.47 acres) comtaining 5.5 million
hectares of evergreen hardwoods, 800,000 hectares of evergreen softwoods,
and 800,000 hectares of declduous hardwoods.

The nation's flsheries potential never has been commercially
exploited except for limited local consumption.

Industries

M caragua's industrial output is of considerable ramnge, dbut
almost all of it is produced either in homes or in small, poorly equipped
factories. In 1950, according to estimates by the Central Statistical
Bureau, mamufacturing industries contributed around 64 million cordobas

to the national income and home industries around 81 million cordobes e

together less than 10 per cent of the national income.
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Leading mamufactures include sugar, beer, soft drinks, textiles,

cement, cigarettes, soap and matches. With some exceptions, output
has been generally static for the past few years. Only a few firms
are expending operations or installing new equipment.

It ie apparent that Nicaragua cannot develop a heavy metalurgli-
cal or chemical industry since the basic requirements of cheap power,
fuel and raw materials are completely lacking snd nearby markets are
small. Long-run development of hydroelectric power may permit some
small electrolytic indmstries (such as caustic soda, chlorire and
related producte based on solar salt) but the market aspect undoubtedly
will be the major deterring factor.

The wide variety of agricultural products offers the opportunity
for a belanced growth of smell industries using local raw materials,
particularly cotton, meat, hides, dairy producte, and fats =amd oils.

Transportation and Communi cations

Although highway construction remains the Government's top
priority progrem, much remains to be done before the country's road
system is adequate to serve Nicaragua's expaending economy. Of a total
road network of 4,500 kilometers, only 2,000 kilometers are all
weather roads and only 370 are paved. Most of the better roads serve
the west coast, where the population is heavily concentrated. TFeeder
roads are needed to enable the more remote areas to share in the
economic advantages of modern tramsportation.

¥icaraguan railways are a national enterprise operating under
the name of Ferrocarril del Pacifico de Nicaragua. The total length
of track is 270 mlles, the most important stretch being from Corinto

through the capital Managua, to CGranada, a distance of nearly 125




miles. The entire system was reconditioned in 1954 with up-to-date
German locomotives, antocars, rolling-stock and permanent way. It can
be noticed that the rallway systeﬁ serves only the well populated but
strictly limited area of the Pacific slopes. There are at present no
plane to enlarge it, and the internal transport of the future will
undoubtedly be by air and road.

Nicaragua 1§ well served by several internationel airlines and
a Nicaraguan company called "La Nica" which links Msmagua (the capital)
with the Atlantic Coast by means of a dally service.

The principal ports of the country are Corinto and San Juen del
Sur, on the Pacific Coast, and Puerto Ca'bezgs‘and. Bluefields on the
Atlantic. Corinto, which handles about 60 per cent of the seaborne
trade of the country, is the only pbrt at which vessels of any considerw
gble size can berth, and is the only means of connection by rail with
the capital. The Atlentic ports handle relatively little incoming
cargo, but the btulk of the country's exports of timber and bansnas
passes through them.

The postal, telegraph, snd telephone system are under the comtrol
of the Director-General of Commumications. Telegraphic and telephonic
communications are meintained between the capital and the principal
cities and towns of the western region, and there is telegrephic
comrunication between the eastern and western regions. The old
fashioned telephone was replaced inm 195U by an automatic system.
National Income

Gross national product in 1951 amounted to approximately $170

million, with an average per capita income of around $155. With a




concentration of income in the hends of a relatively small sector of
the population, and a system of taxation which rested very largely on
consumption, average income for the overwhelming bulk of the population,
after taxation, is probably less than $100 per year.

¥hile twowthirds or more of the population are directly engaged
in agriculture, forestry and mining, the gross value of product of
this sector accounts for slightly less than half the national income.
Commerce, mamufacturing, construction, finance and services make up
the other half of the national income.

Until 1950 there was no system of direct taxation in the country.
The Government's revenue came mainly from customs duties and indirect
taxes on the sale of standard articles 6f consumption, including food
stuffs. The increase in the export value of Nicaragua's agricultural
products wag raising the national income by leaps and bounds, but the
countyy as a whole was deriving little or no advantage from the
unexpected access of wealth. There was an intenéé concentration of
income in the hands of the fortunate few, and the additional funds come
ing into private hands were running away in purchases of lend, house
construction, durahle goods, foreign education, travel and so forth.

The first step towards fiscal reform was implicit in the
exchange surcharges introduced by the Exchange Control Act, 1950. A
second step was tsken shortly afterwards, when an export tax was )
imposed on coffee with the specific alm of financing recad comstruction.
The third step was taken in 1951 when a special tax was imposed on |
coffee and cotton profits.

These measures were evidently preparing the way for a general

income tax. On January 1, 1953, an Income Tax Act, which had passed
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into Law the previous month, took effect. The speclal profits tax on
coffee and cotton has been merged into the gemeral tax, while a variety
of consumption taxes, notably those affecting the price of meat, other
foodstuffs and medicinal goods, have been repealed. The initial
exemption provided under the Income Tax Act is approximately $3,000.
The export tax on cof fee is being retained as part of the fiscal system
of the country.

Education

Mach uphill work is being underteken in this field. Primary
Fducation is compulsory for children between the ages of six and
thirteen years, and it is free. Actual attendance varies according to
locality, the percentage in the outlying districts being very low.
In primary education there are about 2,000 schools with more than 4,000
teachers and 80,700 pupils. There are 10 public institutions for
secondary school with 135 teéchers and 1,500 studente. There are also
29 private high schools with 327 teachers and 2,300 students. In the
secondary school level there is & commercial (public) school with 380
students and a Normel School for men and women accommodating about 400
students. The School of Agriculture was until recently (1955) of a
high school type; it is now a Faculty of Agriculture under the Ministry
of Agriculture. Farming is not tanght at any other formal educational
institution. The National University, located at Leon, has about
1,000 students, and faculties of medicine, law, chemistry, economy (new),
engineering and arts, dentistry and humanities. The military academy,
two training schools for nurses and the Natianal Library are other

educational institutions to be mentioned.
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Illiteracy in persons above 10 years of age is 63 per cent - &3
per cent in rural areas, 3l per cent in wrban. In urban areas 6 per
cent of the population have finished secondary school; in rural areas
the corresponding figure is only 0.3 per cent. Of the total population,
only 0.2 per cent has any univereity training.
Statistical Activities
Statisticel activities in WNiceraguas are known to have been
intiated as early as the year 1775, at which time religious authorities
took the first population census of the country. This is reported in a
publication of the Pan American Union in the meries "Statistical
Activities of the American Natioms,” No. 16 NMicaragua. The publication
relates the development of such activities up to the present stage.
Nicaragus hge taken eight population censuses during its
independent history, one of them in 1906 of a "provisional®" nature.
The census program since 19U0 has included: Two population censuses,
in 1940 and 1950; two industrial and commercial censuses, in 1940 and
1954; one honsihg censue in 19%0; and one agricultural survey in 1952.
Of the censuses taken in 1940, only the population census provided
SONe SUmMBaTrY resu:lts, the others not having been processed beyémd the
enumeration stage. The population census of 1950, the agricultural
survey of 1952, and the industriel and commercial census of 1%H4 ﬁre
taken as part of the program of the 1950 Census of the Americas. The
main statistical agency of the Government is the Bureau of Statistics
and Census under the Ministry of Economy, thie agency is organized as
follows: (1) Office of the Director; (2) Secretariat; (3) Demographic

and Administrative Division; (U4) Economic and Finencial Division;
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(5) Mechanical Tabulation Division; (6) Central Census Office.

There are no private agencies with their own statistical service
or which produce statistics in Nicaragua. Nevertheless, a great
majority of private institutions collaborate with the Buream by furnish-
ing it with required information. Other official or semi-officiel
agencles which produce statistics by reason of their administrative
functiong include theMinistries of the Interior, Finance, Foreign
Affairs, Education, Public Health, Development Public Works, Agriculture,
Economy, and Labor, The General Bureaun of Communications, the Nicaraguean
Pacific Railroad, and the National Development Institute.

Statistical bulletins of the government appear irregularly, and
those that do appear frequently contain detailed tables of 1ittle or
no value.

Apart from the course on statistics given at the Superior School
of Economics and those included in the programs of the Law School of
the University and of the National School of Commerce, there are not
other facilities for the study of statistics in the country. Neither
are there any national statistical associations or societies.

The libraries of the Ministry of Economy amd the Central Bureem
of Statistics and Census have the most extensive collections of

statistical materials.
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CHAPTER II

THE CONCEPT OF MARKETING IN AGRICULTURE
Introduction

In the economy of a country there are two basic processes. One
is production-~the creation of goods and services. The other is
marke ting--distribution of the activities by which gpods and services
flow from the producer to the ultimate consumer.

A complex and elaborate set of practices, processing and handling
facilities, and commercial "know-how" have come into being over the past
hundred years to move the products of the farms to consumers. All this
is called "marketing," or sometimes "distribution," when the emphasis
is on the broad aspects of the problem. In brief, marketing comprises
"those business activities involved in the flow of goode and services
from production to oonsunption.'y

Studies on marketing were started at the beginming of this
century in the more developed countries, prior to this development, it
was observed that marketing expansion was changing with time in a
complete free way, due to the absence of a rational orientation. Novw,
efforts are made t0 obtaln efficiency in marketing, since it brings
lower costs, better qualities, adequate packing, and more preserved
products. The concentration of population in big cities, the increase
in individual consumption by better standards of living, the knowledge
in food diets and the matural increase of the population are the maln

factors pressing the solution of meny problems involved in the

commerciali zation of agricultural products.
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Farm products must be processed into a form that consumers may
use; the supply of these products mmst be released to consumers in an
even flow, s0 as to span the interval between one surplus producing
period and the next. It is the function of the marketing or distribu-
tion system to undertake these operations: processing, storage, orderly
dispergsement. Thus, it is usually said that the act of production
creates fypm utility and the act of marketing creates time and place
utiflity. This is not strictly correct, for when wheat is processed
into flour snd cotton fiber is spun inte thread, form utility is also
created.
Marketing functiong

In the process of marketing certain functions have to be perw
formed. To be socially necessary, an activity must be an essential
part of making goods available at the place and time desired by the
consﬁ.mers. The nature of marketing, the reason for the development of
certain agencies and the incurring of various costs, can best be
appreciated by examining the major functions to be performed. Four
major groups of functions are noted here: those related to: A. Exchange:
1. merchendising, 2. selling, 3. buying, U. price setting. B. Informam
tion: 5. market news and information, 6. grading and description of
products. C. Physical supply: 7. transportation, 8. storage. D. General

2/
business: 9. finaneing, 10. risk taking.

Marketing Objectives
Frequent public references to the "marketing problem" raise the
question, What is the problem? ¥What do people mean when they use this

term? In a few instances, probably, do they have any definite idea
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concerning a single problem. They are thinking about the assumed
general inefficiency of marketing, the "small® proportion of the come
sumer's unit of money spent for food which is passed on back to farmers,
the sometimes erratic price fluctwations for farm products, which are
comnonly attributed to deficiencies of the marketing system, the fact
that many people may be suffering from malnutrition while producers
search vainly for satisfactory markets for their food products.

Actually, there is no one marketing problem. Farmers, middlemen,
and consumers have different ultimate objectives in their desire for
better marketing, although the means to these ends may be similar in
many respects. It is difficult even to state their gemeral objectives
in simple terms which stand up under careful scrutiny.

The consumer wants a marketing system which will provide adequate
quanti ties of food and fiber products, of appropriate qualities, cone
yeyed to him, with all necessary incldental services, at the lowest
possible cost. But the terms "adequate," "appropriate," and "necessary"
cover a multitude of questions which make the statement little more than
a restatement of the original questlon.

The agencies which operate the marketing system, commonly referred
to as "middlemen," have as their primary objective the largest possible
total net profit. But this, too, is not as simple as it sounds. Total
profits may be largest when profit per unit ie relatively small. ¥Not
all middlemen seek maximum immedlate profits,

The farmer's objective is a marketing system which will give
him the largest possibdle returns for the products which he can produce

most efficiently. dbvionsly, this statement also begs the question.
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If it is assumed the production of fixed quantities of specific products,
the problem is simple. The farmer would want to obtain the highest
possible prices for these commodities. But marketing affects the kinds
and proportions of products which can be sold, and these in turn affect
the costs and efficiency of production. Therefore, the "perfect®
marketing system, from the farmer's standpoint, is one which will induce
him to produce those guantities of those products which, when sold to
consumers, will result in maximum returns after deduction of minimum
marketing charges for these commodities and hls own production costs.
Thie is complicated, but not amblguous.

From the public standpoint, the marketing problem ie how the
operations involved in marketing can be rendered with maximum efficiency
or minimum costs. Here, again, the difficulty of generalizing cam be
seen. "Marketing operations® may include services which from a social
standpoint are not essential or which consumers or producers would not
be willing to pay for if they had a choice.

Iﬁ studying the subject of marketing, the approach must be

3/

affected considerably by which of these objectives is the primary goale....
Bagic approaches to the study of marketing

There are three fundamental approaches to the study of marketing:
the commodity approach, the institutional spproach, and the functional
approach. None of these three approaches can be used exclusively of
the others. In the solutiom of a particular problem any two camn be
combined advantageously; in a study of the whole subject all three are
necessary, for only by combining them can one obtain a true smd complete

picture of marketing in our society.
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The commodity approach concerns the distribution of individual
products and the gathering of full information about each. To present
a complete picture of marketing through the commodity aspproach alone
would be an endless task, since it would require examination of all
the thousands of products distributed in the commercial world. Through
its classification of types of commodities, the commodity approach
provides an immensely useful tool for the description of marketing. It
gseparates all commodities into two basic groups-~-<industrial goods and
consumer goods~<tach with its subdivisions. Industrial goods are those
"destined for use in producing other gmods or rendering services as
contrasted with goods destined to be sold to the ultimate consumer."
Consumer goods are "those destined for use by the ultimate household
consumer and in such form that they can be used by him without further
commercial processing.¥ All products belong to one of these groups;
some may fall into both classifications, depending upon their use.

Whereas the commodity approach analyzes marketing in terms of
the goods marketed, the institutional approach views it from the stande
poing of the agencies which do the marketing. It analyzes each wholesale
and retall institution of the marketing mechanism. Almost invariably
it places emphasis upon middlemen-~upon the individuals or business
organi zations that specialize in performing the functions and services
involved in the purchase and sale of goods as they flow from producer
to consumer. The commonly followed classification of middlemen is usew
ful in showing the scope of marketing: they are thus classified (1) by
whether or not they take title to the goode they handle, and (2) by

their position in the marketing channel.
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Instead of describing marketing in terms of the commodities sold
or in terms of the institutions transacting the business, the functional
approach analyzes the economic services involved in the flow of goods
from producer to consumer. Marketing functions were mentioned early in
this chapter.

Operational Bfficiency in i tural Marketin

The marketing system for farm products serves two broad purposes:
(1) through assembly, processing, transporting, storing, distributing,
and similar operations, to add form, time, and place utilities to the
raw farm products in moving them from farm to consumer; (2) throush the
various mechanisms of exzchange, to allocate these commodities among
buyers, and the returns for them among sellers, and thereby to give
expression sources in both primary prodnuction and marketing itself. The
tefficiency" of the marketing system-=-zmd of its segmentg--must ulti-
mately be evaluated in terms of effectiveness with which these purposes
are served: the relationship between the consumption utility created and
the resources used in its creation.
Research in cultural Marketin

Agricultural marketing reseaich is constantly looking for
improvement~—that is, for changes which will result in economic bemefits.
The aim may be to raise farm incomes, to reduce price fluctuations, to
increase efficlency, to accomplish wider distribution, to increase food
consumption, or to reach some other economic or social objective.

How can one Jjudge the economlc effectiveness of the present
marketing system or the e conomic consequences of proposals to change

market organi zation or market practices? This can be done only by
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economic analysis. It requires an understanding of economic theory
and the ability to use the tools of economic snalysis. So-called
"practical® marketing experts occasionally disparasge economic theory,
saying, for exemple, that they "desl with facts, not with theories.®
But there is no conflict between facts and theories. Theory is the
best available explanation of observed facts. Too much of the marketing
research in the more developed economies has been devoiteéd to the
gathering and tabulation of statistical facts, and too little to the
careful analysis of facts in such a way as to help in ﬂ.nderstanding them.

The economiet who analyzes marketing problems needs to be
especially femiliar with such concepts as a demand curve and & supply
curve. He must know how to estimate such curves from statistical data,
and he must know how to use such curves in analyzing marketing problems.

The typical agricultural economist is not a promoter; he is a
researcher or an educator. His creed is "glve people the facte and
they will know what to do." There it nothing wrong with facts, nor
with analysis, nor with education, dbut economic ideas must be promoted
if there is to be any action. Many sound ideas are buried in research
reports and are dormant beceuse they have never been successfully
promoted.

Economic research and education do, of course, bring about a
gradual improvement in public understanding of issues and of alternative
ways of dealing with them. But before major changes are made, someone,
or some group, usually must promote a specific program. Somebody
promoted most cooperative associations, most railroads, most breekfast

foods, most city markets, and most legislation.




Agricultural economists have paid too little attention to
these promotional activities. Promotion of the wrong things can do
great harm; promotion of the right things is necessary to progress in
agricultural marketinge-~as in other fields. Economists have perhaps
been too ready to confine themselves to armchair discourses on promoe
tion and development work when the need is to study actual programs and
to measure their economic effects. Market survey work is another field
where the services of the economists are needed, and where an increasing
amount of work is being undertaken by economists.

But above and beyond these, there are mamny fields of activity
where economiste should--gond many do-——work directly with those concerned
in promotional endeavors in marketing. This is true of economdists in
private industry, of economists in colleges and e xtension services,
and of economists in government agencies. Economsts can and do help
develop and promote sound ideas. And the extent that they are active
and effective in thie, they are more likely to be listened to when
they oppose crack-pct proposeals end the scheme of self-seekers.

The twin of marketing research is marketing extension and service
work. Technical knowledge without application 1is worthless, or nearly
so. Theoretically, extension work in marketing is supposed to "extend"
the knowledge about marketing and solutions of marketing problems "to
those who ag in a position to epply this knowledge in improving

marketing.®




CHAPTER III

MARKETING IN NICARAGUAN AGRI CULTURE
Introduction :

The marketing of agricultural products is one of the phases of
the production cycle, it comprises all the processes, operations, and
services rendered from the time a product leaves the farm until it gets
to the consumer.

In Nicaragua, the marketing methods used with almost all agricul-
tural products are outdated with the exception of coffee and cotton
(export products). Recently the only changes made, have been the little
improvement of roads and the use of better mpans of transporting goods,
nemely: the trucks which are replacing the old oxcarts. The process of
selling agricultural commodities is generally full of mumberlesgs middle-
wen. In order to stay in business, the middlemen receive a large
percentage of the consumer's "cordoba," regardless of the inefficiency
of their methods. The cost of their services and thelr profits temnd to
reduce the prices the farmers receive and increase the prices the cone
sumers pay.

| Knowing what marketing is and what are its functimmes, a great
number of problems come to mind about the situatien of the marketing
system of Nicaragua, producers of farm commodities tend to regard
production and marketing (if they have the idea of it), as being widely
separate functions. Their failwe to understand the interdependence
that preveils between the two stems largely from a lack of orientation

and education.
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Situation on Local Markets

Iet us follow the products in genmeral from the farm to the cone
sumer. In other words, let us see what is the market channel of
agriculturel products in Nicaragua; the picture varies according to the
slze of farms and the location of them with respect to the centers of
consumption as well as from the stemdpoint of the product itself. When
harvest time has come the products start to flow to the market in what
has come to be accepted as a normal condition due to the vicious circle
shaped by the limitations of the antiquated marketing structure which
has been operating for so long and to which the economy has had to
adjust itself.

Az was pointed out before to describe the picture of the market.
ing chsnnel in Nicaraguem agriculture it is necessary to consider the
characteristics of the products snd the places where they are produced,
a brief description of some typical products seems to be the better way
of looking at the whole picture. |

Corn is the major food crop of the country, it is produced by
very s;nall farmers as well as by those who can be classified as
farming commercially. The small farmer harvests his crop meinly for
hics own use or to trade it in the neighborhood store for salt, kerosene,
sugar and matches which are the only things that they need in the
subsistence level of farming in which they live. The farmers who
produce more corn than they need, take it in their oxcart to the local
market (in this case local market has to be understood to be the
countryside store or the small store in a neéarby village) and sell it
to the one who will give the best price. He firet makes a round of the

nei ghborhood and when he finds somebody interested in his product amnd
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will gilve him a price which will amount to the amount to the money he
needs, then he will sell. Nicaraguan farmers are not price-minded,
that is in the real forces of price-meking, the products that they cem
store in their poor facllities, stay there until they need some money
for a particular purpose. This also applies for some of the producers
of large quentities of corm. Of the two levels of farmers desctibed, they
get away from their region to the more important centers of consumption,
but the corn they produce comes to these places through middlemen.
Middlemen in thie kind of business are not necessarily engaged in corn
and other grains, they go from farm to farm selling or trading meny
things. From a needle to clothes and saddles they go by oxcart or by
truck when the roads permit. When they have traded everything they ket
back to the cities and sell the corn to some of the wholesalers in the
market places, who in the important cities are somewhat organigzed. The
trucks lo&aded with corn usually come to the city in the early houre of
the morning. They park along the streets surrounding the market place
and there will be at the same time meny buyers interested in the product
end so corn has come to the real outlet for consumption. Farmers that

can be classified as commercial farmers do not produce corn &as the main

enterprise of the farm. They have certain areas dedicated to it,
usually from 20 to 50 manzanas and they sell their products as described
before. In certain cases, the procedure is difi‘érent depending on the
facilities they have on the farm such as trucks, storage facilities, or
the kind of business they can do in the city.

Corn is bought in varying quentities by consumers, depending on

the level of 1living. Corn has to be processed in a great number of
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ways in order to be used as food, namely: "tortillas" which is taken
with every other food as bread. "Pinol® which is a powder is somstimes
mixed with cocoe and it makes a fine drink and is tsken with regular
meals or between meals as a refreshment. Tamales, nacatamales, bunuelos,
chicha, and a numberless other preparations are made from corn.

The preparation of corn for food is usually done at home, but
many kindes are found already prepared in the market places or in the
grocery stores.

The other grains which are produced in the country, as well as
other dry prodnéts, comé to market in a similar way. The three important
food products are corn, rice and beans which never fail to be on a
Niceraguan table.

Fruits and vegetables come to the market in bulk without any
gelection or grading when they are in season; some vegetables and fruits
are found in the market the year around but at very high prices.
Production and marketing of frults and vegetables are far from being
done in an efficlent mamner, except in some parts of the country there
are orgeni zed orenge orchards as are found in Florida and California.
When harvest time comes the fruit is picked from the trees amd put into
sacks, and that is the way it goes to market. Bananas and plantains
are frodueed on almost every farm. Very seldom can a farm be found
without the Ychacra" which is the small or large area of the farm where
these fruits are grown. In the eastern and southeastern parts of the
country large plantations are found where they produce large quantities
of bananas and plantains. When these fruits are in season they come
to the market in large quantities for several cmsecutive weeks, when

the price is very low. In a very short period of time large quantities
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spoil due to the poor storage conditions in the market places amd then

the price becomes high. Refrigeration is not yet used either in trucks
or the market stdrage places.

Nl caragnan people are still not educated regarding good diets
and the best use of some of the products available in the market. For
instance, vegetables are not common on the table, except in some middle
class families, and among more educated people and in restaurants.
Tomatoes and onlons are used in seasoning the foed more than as a way
of providing a good diet.

Vegetables are produced in large gardems along rivers or on the
lakesore as in the case of Managua where m&sny small plots of different
vegetables are located. These come to the market in baskets carried
most of the time by the producer himself who has a place in the market
stands or who will just settle outside the market place amd start sellw
ing to the passersby. Vegetables produced in larger quantities coms
to the market in trucks very early in the morning snd many "canasteras"
(women with baskets who have a place in the market stands) will be
‘waiting to buy from the trucke, which in this cese can be regarded as
the wholesale distributors of vegetables.

Tomatoes, which are a very perishable commodity, come to the
merket in quantities larger than needed in the market, even though, the
prices are high. At the same time, it ie common to get them cheaper
as the hours pass, due to the fear of losses from spoilage.

Milk and cheese are marketed in different ways. Only Menaguna,
the cepital, has & plant for pasteurizing milk which is distributed in

bottles to different grocery stores in the city where they have
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refrigerators provided by the plant, and consumers in every neighbor-
hood come to buy it at these places. In other parts of the country
milk comes by truck, jeep, or even by mule, to the house of the owrer
of the farm where it was produced, and from here it is distributed to
the final consumer. These distributors seldom have cooling facilities,
and 1t should be mentioned here that milk is preserved at home by boil~
ing it two or three times a day since few hames have ;'efrigerators.
Nicaraguan cheese i1s produced on many farms in blocks of from five to
oné hundred pounds. It is not sold in pleces of standard sizes, but is
cut in the amount the buyere desire. For instance, if the buyer needs
three pounds, the seller is very skillful and he will cut:a piece that

wel ghs very nearly three pounds. There are dif ferent kinds and

qualities of cheese, all of them are white sand the dif ference between
them lies in the amount of butterfat content. A very popular type is

a hard type like Italien Parmesan which can be preserved for quite some

time without refrigeration. Putter is processed in both traditional and
modern methods, some of it 1s still so0ld in bdulk by the pound, but
there are many factories which process it and sell it in packages and
refrigerate it. There are other milk by-products either sold in grocery

stores or processed at homs.

Almost 8l]1 farms and homes in the whole country (not quite so in
the capital) have chickens and other poultry (turkeys and ducks mostly)
and this is the source for poultry meat and eggs. Nowadays there are
som® farms which produce poultry as one of the main enterprises of
their businesses and in these cases poultry raising is done with modern

methods. Even so, eggs are sold without grading end chickens and other

animals are sold in the markets slive. As mentioned before, many homes

N
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in cities and towns have their own chickens in the back yard to provide
poultry meat and eggs for home consumption. In Nicaragua houses wstill
remain as in colonial times having very large patios which provide
enough room for chickens. This is not true in the capital and other
important cities where modern construction is becoming popular snd new
houses and store and office bulldings are replacing the old structures,
but still in the outskirts the picture is the same.

There is a limited amount of meat processing, especially of hams,
bacon and sausages (chorizos), usually poorly cured. Animals are
slenghtered under unssnitary conditione. The meat is sold the same day
as slanghtered, since there is no refrigerated storage available. A
few people have small refrigeratores that can hold one or two carcasses
at a time and they are attempting to cut and sell meat as it is done
in the United States. A permit is required before an animal is
slaughtered, but there are many clandestine operations. Every important
city and some towns have slaughter houses with poor facilities and
there sre people who are in the meat business who have permits to
slaughter animals and then take the meat to the markets to their stands,
where it is sold by the pound in traditional cuts. Om® can get all
the meat needed for the day's mPal in one piece if desired. As in the
case of tomatoes, if the sale of meat has not been favorable, as the
hours pass the price becomes cheaper in order to prevent losses from
spoilage. Farms in the hog business are not known. Hog production is
a kind of side 1line and the use of processed feeds is not as yet
popular. Ag in the case of chickemns, there are some families who still

keep pigs at their homes for their own consumption. Cattle production

is a real enterprise in Chontales and Rivas where most of the farms

)
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are engaged in cattle raising, both for milk and meat production. 1In
the west coast almost every farm keeps a reasonable herd for providing
both milk and meat. At present the majority of the cattle are pasture
fed. During the rainy season the pastures are green—~the milk flow
increases and the animals gain weight. However, during the dry season
the pastures are poor and the milk flow is reduced sharply or stops
altogether and the enimals lose welght. Supplemental feedings with
silage, corn, cottonseed mpal and hay made from legumes is becoming
popular,

Lard is the main cooking fat for Nicaraguans. Since there are
no modern slaughtering facilities, much slaughtering is done by individuals,
who frequently kill a single snimal and render the lard at the same time.
The product is unrefined, liquid, and frequently rancid, with an off-
flavor taste and odor. Lard is usually found in the same market stands
for meats and each buyer has to have his own receptable when he makes
his purchase. The retail price of crude lard is usually very much
‘higher per pound than that of meat from the same animel. Nicaragua
produces a variety of oil seed end a small vegetable oil industiry is
being deve10ped. There is a considerable local consumption of cottone
seed oll as a substitute for the more expsnsive lard.

Sugar production ranges in quality from semi<bleached "planta-
tion white® sugar, to the crude "dnlce" made by evaporating the juice
to dryness. Of more than 100 mills, only two are modern and obtain
efficient yields. The many smsll submerginal producers, with their
wasteful use of land and cane, were unable to compete with the larger

mlle in a free market. This led to the formation of the "Asosiacion
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de azucareros" (Sugar producers association), for the purpose of

fixing prices and allocating production quotas to members. A natural
result has been high damestic sugar prices well gbove world market
prices. The two largest mills usually sell the bulk of their production
to foreign markets, while the others compete for the small domestic
market. Actually the local market can support only one medium-size,
modern mill. The merket for sugar for home consumption is not a problem
as compared with other products.

Common salt (sodium chloride) is produced in Nicaragua by the
evaporation of sea water. There is almost a complete lack of knowledge
of the principles of salt msmufacture. The present process ig extremely
~ crude and wasteful of both manpower and fuel, and results ir & product
which is impure chemically and often contaminated with beach sand.

The usual practice is partial concentration of the sea water by solar
energy, followed by final evaporation and crystallization in open

pans heated by a wood fire. ©Salt is sold by the pound in almost every
market stand selling grains and vegetables amd in the popular corner
stores. It is not packed in special receptacles but weighed in the
quanti ties desired by the consumers in the popular "cartuchos," a folded
cone shaped paper which is also used for most of the other ungraded and
unpacked products.

Every one of the egricul tural products of Nicaragua, presents
di fferent problems and irfeg\narities which will, and this iz said with
optimism, in the future disappear as the development of the country
progresses. Yes, the products coms to the distributiom and trading
centers, and even here, before a product goes to the hands of the

consumer, it will pase through som® middlemen. These middlemen acting
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in the distribation centérs are engaged in this kind of tusiness,
more for the struggle for life and to make som® money for their living
then for rendering any kind of service in the market outlet. For
example, in Managua there are three market places. Let us say in one
of them the price of corm is two or three "cordobas® lees than in any
one of the others (this is common). Any person who can get some money
for a few hours will g0 and buy a given quantity of corn where it is
chesp and will take it to the other markets and make a profit of a few
"cordobas" which will take care of the day's food for the family and
that's that. Cases like thie, some of them sometimes unbelievable,
are very common with moet of the products.

Vertical and horizontal integration in the process and marketing
of agricultural products as done in the United States, do not exist in
the country. The market places, grocery stores and the already
mentioned cormer stores, are the places from which the housewife gets
her supply of foodstuffs. In some hones this supply is acquired in
large quantities for a month's needs. In some commodities, such as
grains, sugar, potatoes, etc., and scme storage meat supplies for the
woeek. But the average family, the poor people and even some families
in the high brackets of income buy their food supply every day. From
eight to ten o'clock in the morning, the maid or whoever is the one
who will go to the market gets together with the housewife in order to
decide what the menu will be for lunch and supper. After this decision
ie made, the mald with her basket will go to the market place and will

go from stand to stand looking for the things she needs and for the

lowest prices. An average family of sbout five persoms will need to
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buy the following items for a day's food in the market places; one
pound of rice, one pound or two of red beans, two and a half pdunds of
meat (beef or pork) three tomatoes, a handful of omions (this is the
way onions are sold) a quarter of cabbage, yucca one or two sticks,
four plantainsv. one pound of cheese and some conts worth of ome or two

spices for seasoning. The items bought will very with the menu and

with the amonnt of money available for the day. Other items needed for

the day's mea), such as sugar and salt, will be bought in the nearest

corner store. Tortillas are usually sold in the streets, about twelve

o'clock, by a boy or girl with a basket of tortillas asking how many

the "patrona" will 1like for the day. The tortillas seller always

becomes a sort of family friend. Sometimes he enters the house and he

or she know where to leave the tortillas. All the items bought in the

market place are neither wrapped or graded. The grains come in the

“cartuchos® snd the fruits and meat, as they are, or in a piece of paper
or a tree leaf, to separate it from the other items. "la pana del
mercado” as it is called in Spanish, the food basket, is colorful and

tells of the family ways of eating. It is a common scere to see two

or three maids in the street "ti jereteando” (a idnd of gossip) about
the taste of the family or how stingy the "patrona® is about the focd

basket. The items described are for lunch and supper. Nicaraguans

always take lunch at home, They are required to take a snack along
for the short time allowed at noon when working in some officew. For
breakfast, which coneiste of coffee (boiled milk with a kit of Yesencia,"
strong coffee), bread, butter, and a smell amount of any food from the

day before is prepared with items bought the seme morning. 4s in the
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cage of "tortillas," bread is sold in the street also. Milk is bought

from the nearby corner store, as well as tutter. At five or six o'clock

in the morning, the kitchen is all activities for the meid preparing
breakfagt or attending the bread man or checking on the items that are
to be bought in order to have bresgkfast ready before the "patron” (the

head of the family, the husband usually) goes to work, as well as
children to achool.

This description of the local marketing problems has gome  Thus
far. It is based merely on observation since statistical data and other

pertinent information is lacking in the country. The export side of

marketing will be discussed in the next section. Some reliasble informé-

tion 1s published, even though data of current trade is not released
promptly.

Exports

More than 35 products are grown comrercially in Nicaragua and

others are reaised for home consumption. Still others have been tested

and found sﬁitable for the soll and climate. In addition, livestock

and timber production and their by-products are important activities
closely associated with crop growth.

The major products for export include coffee, cotton, sessame,

sugar, rice, cattle and timber. Very rough estimates prepared by the

Central Statistical Bureau for its naticnal income studles, are appended
in Tables 3 and 4, which indicate the value of total production for

export and for domestic consumption. Table 5 gives the area planted
and estimated volume of production of selected crope.
Coffee traditionally has been the principal cash crop. Exports

of important crops such as cotton, seseme, sugar and rice have expanied
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Table 3 - Value of agricultural and forestry production, 1950%

(Thousand dollars)
Valud Value of Total
of local yalue
Product exports consumption

Sesame 1,514 — 1,514
Cotton 1,842 1,032 2,87h
Rice 302 3,080 3,382
Bananas 613 1,960 2,573
Cacao 49 690 739
Coffee 17,331 1,800 19,131
Cora | 539 9,799 10,338
Cot ton seed 204 220 4ok
Sorghum ——— 2,876 2,876
Beans 59 3,980 4,039

Meat 291 (cattle) 7,053 7.3
Chi cle 190 — 190
Rubber 3 98 101
Ipecacuanha : 292 na** 292
Timber 1,742 6,851 8,593
Sugar 71k 1,006 (cana) 1,780
Cheesge 20 892 g9l12
Butter 16 378 394
Lard hamand 20%5 20905
Hides and Skine 2 611 697
Charcoal — 1,305 1,305
Poultry — 1,278 1,278
Fish — 2hg olg
Eggs - a— 10759 10759
Milk —e 3,236 3,236
Fruits and Vegetsbles — 2,120 2,120
Potatoes ————— 785 785
Tobacco ——— 2,200 2,200
Other products 102 1,829 1,932
Total 25,909 60,051 87,9571

* Taken from "The Economic Development of Nicaragua" (John Hopkins
Press, Washington, D.C., 1953).
*% Not available
Note: Cordoba values converted to dollars at 1950 exchange
rate of 5 cordobas to U.S. $l.
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considerably since the war, although production of staple foods such as
corn and beans has also increased, and the former has becomé en importemt
export item.

The majority of exports g to the United States, but exports to
nei ghboring Contrel American countries are increasing and may be
expected to continue to do so because the demand ieg far the type of
products indigenous to Nicaragua. Trade with Europé has been small
since the war, but shows signs of expansion. Producticm of several
crops 1s approaching the point where the traditional markets may no
longer be able to absord the ocutput.

Exports are now handled by local agents, usually acting for for=
eign buyere, and by the Govermment's Compania Mercantil de Ultramar.
Thege organi zations are geared to supplying gpods upon request from
foreign agents, but they are not organized for seeking out new or
expanded markets.

Another feature of current marketing practices is the farmer's
complete lack of information on dally prices in foreign markets. A
few of the larger farmers obtain weekly quotations from abroad, but the
average farmer has no knowledge of price trends abroad. At the present
time sales from the farm, at least for the smaller farmer, are gererally
gdvermd by the need fbr cash rather than by current market conditions.
Many buyers knowing this, set prices arbtitrarily and often with 1ittle

relation to the current price in the market. Crop prices fluctuate

over & wide range during the year, partly for the reason, that the

crop speculator 1s often a creditor of the farmer.

Crop Sterage
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Estimates of annual crop losses due to spoilage or insect damage

are placed at 20 to 40 per cent of the total crop. losses due to
spoilage are highest from the first crop, which matures during the
rainy season. Second crop loeses are small because of dry weather
during harvest. TFirst crop corn, for example, is frequently left o
the stalk in the field because the husk offers good protection from the
rairn. There is a grain storage plant in Mansgua, it waes built several
years ago in order to reduce this enormous loss, since the grain can be
dried and kept free from insect infestation during storage. This plent
is able to handle only a small percentage of the total crop of cornm,
rice and beans. There is & project for building four to five small
plants in the major production centers. VWhile these will be gble to
dry grain, they will be unable to store more than small amounts.
Distribution and Trading Centers

The principal distridution centers are the capital city of
Managua and the cities of lLeon, Granada, Masaya, Matagalpa, and Blues
fields (the only eastern cemnter). Oddly, the ports of Corinto, Sam
Juen del Sur, and Puerto Cabezes are not distribution centers and can
be referred to only as villajes with estremely linmi ted warehouses and
storage facilities. Storage facllities are not available elsewhere.

Manague 18 by far the most important trading center of the
country, each of the other cities have a central market piace to which
scores of merchants daily bring all types of produce and meny other
domestic and imported goods.

Government Policles

Government policies bearing on agricultural development are

concentrated meinly in two agencies - the Nicaraguan Technical Service
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(STAN), a joint project of the United States technical assistance and
the Ministry of Agriculture and Iivestock, and the National Development
Institute. Further development of Nicaraguam agriculture is closely
tied to the degree of initiative and risk which the government and
farmer are prepared to take with regard to modernizing outmoded agricule
tural techniques and emdbarking on new development programs. The optimum
development of Wicaragunan agriculture presupposes a&n extensive improve-
ment of the farm--to market road network, rehabilitation of the national
rallway and port system, and rural electrification.

In August of 1956, the writer of this paper was employed by the
information section of the Nicaraguan Technical Service in a paritime
basls, with the main purpose of getting date on agricultural prices as
a means of rendering a new service to farmers and consumers of agricule
tural products. The National Development Inetitute provided an Agricul-
tural Economist (FAO) to help in this new development, it was eonsidered
necessary to get 1nfomatidn from the farmers as is done in other parts
of the world. It was found that this was not possible at the present
time due to the actusl way in which agriculture is organizéd. Data on

prices of agricultura)l products are not fixed, that is, it dependes on

who has the product-=the farmer, the wholesaler or the reailer, etc.
The price in which the agency was interested was the one the farmer
receives, since this would give an idea of the economy of their produce-
tion. Even though it was decided to get the information from the market
places of Menague and a survey was made in order to decide on the
products to cover, what units of wholesale and retail should be used,

probabllity of having reliable information, how often information should

be gatbered, what would be the better time of the day in order to have
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the better information, who should be the reporters and the collectors

of data, how big is the Universe in order to decide how large shauld
be a sample for the project, what kind of questionnaire should be usegd,
and other pertinent information was also considered.

It wasg decided after the first swrvey that only a part of the
products should be covered and were divided in greins, fruits, vegetables,
meat, poultry and cheese. The units of wholesale and retail were
determined by the current usage and the kind of product, grain by the
pound, vegetables by the dogzen, etec. The reliability of the information
could be determined only after several months following the start of
the project. Data should be collected every dey from the three market
places about ten o'clock, when the market is in the peak of activity.
The reporters were not selected specifically, but the enumerator would
go around and fill the questionnaire, trying to get the information
from different merchants every day. The univerge which was variable
every day could not be determined and it was decided then that the
sample would coneist of six questionnaires, taking two in each of the
market places, and filled out by two different enumerators.

The project got underway with the data that it was possible to
collect in the market places of Managua taking into account that they
were not representative of the prices the farmer received, but that
of the consumers. The publication of prices on agricultural products
wag started in December 195 in newspapers and through mimeographed
leaflets which have been distributed through the Extension Agencies
of the country. The aim of this information is to give the farmers

an idea of the prices they cen expect for their products. Even though
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the data published is from the Managua's market places, it is hoped that
they reflect the situation in other parts of the country until more
regional data can be acquired. This project is still under wsy as
originally determined, new developments will come &as time passes and
experience is obtained. Right or wrong, this has been the starting point
for the development of what is expected to be a sound project in
agricultural marketing which will have to serve not only research but
education as well.

Gener nclus

To develop the kind of marke ting system needed to correct the
conditions that now exist requirees sound plaming and actions of variow
-fronts. The forces of public and private leadership must be combined
in a well directed and oriented program designed to promote understand-
ing, encourage cooperation, and lead to the necessary improvements.

A properly functioning marketing system should act like suction
in drawing production off the farms into the various chammels of use
and consumption. By giving full express to the demand that exists for
the verious products in the different outlets, suchk a marketing system
would provide the incentive for maximi zing local production and afford
the facilities required for complete utiligation and orderly dstribu
tion of the local output. |

Ingtead, however, the many shortcomings that prevail have had the
opposite effect. The limitations inherent in the present marketing
system have not only narrowed the opportunities for farmers, but also

deprived consumers of large quantities of food and other agricultural

commodi ties which could be produced locally.
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The lack of an orderly marketing system for farm products has
greatly influsnced the pattern of agriculture. It has prevented
desirable diversification and actually resulted in a level of production
lower than that warranted by the available resources. Lands which
should be planted to food and other crops for locel use are not utilized
to the best advantage. Farmers have had to plant, not the type of
crops which their soils are best suited, but a crop such as that could
be marketed with some certalnty of a return for the investment and
labor expended.

The inadequacies of the present marketing system in the country
are so great that for crops other than coffee, cotton and maybe sugar

cane, there is little incentive for farmers to make full use of modern
production methods and improved practices. There is even a feat of
producing good crops because of the risk that these may not be absorbed
by the limited market, thus forcing prices to low levels with losses to
the producers. As a result, farmers are inclined to follow extensive
production practices whereas virtually all farming should be on an
intensive basis.

On the other hand, consumers in the towns and cities need the
food and other products that could be produced, but they cannot get
them in sufficient volume. When local products are available, they
are usually of low quality and in poor conditiom. The vicious 'c&cl@
shaped by the limitations of the antiquated marketing structure has
operated for so long that it has come to be accepted as a normal
condition to which the economy has adjusted itself.

Tendency to produce without consideration for either the require-

ments of the market or the desires of the consumers is noticeable. The
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farmers care very little about varieties and production techniques
which affect the marketability of their products. When a crop is hare
vested, the portion to be sold is marketed without regerd to grading
or padl{ing. Tne production moves to market as harvested, the gpod
mixed with the inferior. There is no grading for the local market and
there are no commercial standards. TFarm products reach the market in
odd types of packages that are harmful to shipping and keeping quality.
Much of the production moves either in bulk or in bags.

The way in which producte are produced, handled, and marketed
satisfy neither the low—nor the hi gh=wincome consumsrs.

Orientation in marketing is & long process, it cannot be dome in
a short period. It will take a good many years for the complete
development, an intelligent orienmtation through agricultural and govern-
mental leaders, but it is of primary importance, to convice farmers of

the good of working together for a mutual benefit.
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CHAPTER 1V
THE IDEAL SITUATION AND NICARAGUAN'S MARKETING
CONDITIONS

Theoretical Considerations

Economice furnishes economiste with an ahstract concept of a
perfect market which envisages an idesl situation in marketing.

G. S. Shepherd, in his book "Marketing Farm Products" states the
following: "...the distinguishing feature of a perfect market is that
all the buyers and sellers in it have a perfect knowledgze of demand,
supply and prices, and act rationally upon that knowledge. In the
simplest cases, the buyers and sellers of a particular commodity are
located at a single point in space and are doing business in a single
instant of time. In such & market uniform price prevails.

From the above, it will be noted that there are three things
involved in the above definition-sa commodity, a point in spsce and ean
instant of time. let us analyze them to consider their significance.

Commodity: a perfect market would result in a uniform price for
a comnodity plus or minus appropriate price differentiations for
different classes and grades within that particular commodity.

Space: in a perfect market, the price is uniform over the area,
vlue or minus any transportation and handling charges between btuyers
and sellers in different parts of the territory.

Time: in a perfect market, the price is uniform over a period of
time plus storage charges involved in carrying some of the commodity

over from periods of relative abundance to periods of relative scarcity.

Thus the uniformity of price is maintained in a perfect merket if




the differences can be accounted for by different grades, storage,
transport or handling charges."

Alfred Marshall in his "Principles of Economics" rightly observes:
"The more nearly perfect & market is, the stronger is the tendency for
the seame price to be paid for the saxe thing at the same time in all
parts of the market, but of course, if the market is large, allowances
must be made for the expense of delivering the goods to different pur
chasers, each of whom mist be supposed to pay in addition to the market
price a special charge on account of delivery."l_o'/

A perfect market therefore, presents an ideal sltuation. The
next step is to analyze the extent to which there is a departure of
Nicaragua's marketing conditions from the ideal.

The Ideal Situation and Nicaragsua's Marketinz Conditigns

The defects of the marketing system of Nicaragua have already
been mentioned, the broad features of the situation will be pointed out
’here as responsible for creating the deviations from the ideal situation.

In a perfect market, buyers and sellers are supposed to have
perfect knowledge of demand, supply &mnd prices. In Nicaragna, with a
few exceptions, all traders of agricultural commodities do not have
perfect knowledge about demand, supply and prices. The story of sellers
who are poor farmers is still worse. They have little knowledge
regarding market situation. Transport facilities are very inadequate,
with the result that movement of products from the places of production
to assembling markets (if the point of concentration can be called
such) and from there to the centers of consumption is much delayed. 4ll

modern communication facilities are available only &long the main road
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system (highways end railroad) which not necessarily covers the main
production areas. The small markets and rural areas then, suffer
immeneely from these shortcomings.

Marketing prices and movement of products are not published
currently, and are not easily available to all. There are no grades
in the trade of commodities. Storage of grains and other products both in
villages and markets is primitive and losses are almost unpredictable.
In order to cover these uncertaln losses the storers, when they are

ordinarily engaged in this kind of business, add substantial mergins in

addition to the storage and handling costs.

Further, manipulations, squeezes and rumors are resorted to by
the trade for the purpose of distorting the sound spplication of the
principles of a perfect market. There are nmumerous other factors,

institutional and polkticel, which also impair the free working of a

perfect market.

Thus, it is found that the marketing system of Nicaragua is far

from being ideal. While we cannot conceive the establishment of a
perfect market in Nicaragua; existing conditions cen certainly be
improved by implementing measures which can be classified into four
categories:

1. Improvement of marketing by farmers

2. Improvement of existing private trade systems

. Cooperative marketing
. Governmental action for improvement

Improvement of Marketing by Farmers

In a scheme for the improvement of marketing, greatest emphasis
should be placed on making changes in the existing system by voluntary

means rather than by forcing changes from above. In an economy as exists
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in Nicarague at present, improvements affected by voluntary means will
produce healthy effects and promote confidence in the community.

The problem is, by no means, a simple one. The quality of
produce is often inferior, the farmere are weak in organization as well
as in the achievement of basic improvement in their production. Their
illiteracy, ignorance end poverty have been responsible for the present
state of affalrs. If the farmers of a country fall to realize why and
how much they have to produce, they will continue suffering, however
benevolent their gpovernment may be. The time has come for Nicaraguan
farmers to improve their production and quality in order to have better
fetnrns for their marketable commodities.

Quality production: In every country, the farmers are mainly
responsible for supplying standard quality products to the market.
Negligence on their part may regult in poor réturns to themselves and
cense annoyances and inconvenience to the consumers. It is most
desirable that the farmers should improve the quality of their products.

Storage: Storage of cereals and other products is very inadeguate.
In order to avoid losses, it 1s necessary for the farmers themselves to
have adequate storage facllities. The construction of storage facilie
ties in rura)l areas is of primary importance,

Financing: The majority of farmers in Nicaragua sell their
products immediately after harvest in order to meet their financial
obligations. There a&re no agencies in the rural areas which can advance
loens to farmers on the security of their products. With improved
storage, this problem could perhaps be solved. However, the farmers
should not depend upon outeide agencies exclusively for loans. They

should have their own cooperative organi zatione. With improvement in
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their financial arrangements, farmers may possibly market their produce
over a longer time and their return from the sales may increase, as well
ag lowering cost of production.

Finally, farmers need to improve their transportation facilities
and also find ways of getting market information. The improvement of
roads seems to be a govermment enterprise, but with the develepment of
community life, which is a local matter, in the future the farmers will
play an important part in the needed development. Marketing information
will have to start coming from the government, but the farmers will have
to learn how to mse that information for more orderly marketing plans.

Improvement of Private Trade Systems

People and agencies engaged in handling agriculturel products in
Ficaragua, such as, local intermediaries, merchant truckers, traveling
buyers, processing plants (when or where existing) should try to undere
stand the principles invelved in & ﬁound marketing system for their

good and that of the people they are suyposed to be serving.

Cooperative Marketing

Agricultural cooperatives have played an importent tole in the
development of rural 1ife in the United States and in some of the Latin
American countries. In general, agricultural leaders and farmers in
Nicaragua, have had few opportumities, if any, to study the development
and operation of marketing cooperatives in other countries.

There were 10,16b service cooperatives in the United States in
1951. They served a membership of more tham 7.4 million end did a net
volume of business of 9.l billion doliars. Federal and State statutues

encourage the formation of farmers' cooperatives. The statutes guard




ageinst any risk that might become conspiracies or combinations in
restraint of trade. The ownership and control of a cooperative is in
the hands of those who use its services. Decislons are made and control
exercised by the owners as patrons rather than as invegtors. The basic
purpose is to hold costs to a minimum consistent with the quality of
services demanded by the patron-cwners, A cooperastive is a tool fitted
to the need for group action. Once the decieion is made to go shead with
group effort, the problems to be met are the same as those of the busi-
ness concerns that perform like functions, plus those of keeping the
organi zation cooperative in character. If both sets of problems are
met intelligently, a suécessful cooperative will be the result.

The Pan American Union in Washington, D.C. in its bulletin
"Desarrollo del Movimiento cooperativo on America" (Development of the
cooperative movement in America) published in 193, gives important
facts about the fast deveiopnent in some Latin American countries,
‘mainly in Argentina, Brasil, and Mexico, In Puerto Rico this developmernt
has also become strong and efficient for the marketing of agricultural
products such as sugar cane, coffee, tobacco, milk, cotton amd others.
as well as for the purchasing of agricultural machinery.

In Nicaragua, the only known cooperative is the somcalled natiﬁnal
assoclation of farmers and the national cooperative of coffee growers.
These organizations have come to play an important part in the marketing
of same selected products for the members. Those organizations can be
regarded as the starting point for the cooperative movement of the
country, and the experieaces and developments in other countries can

serve Nicaraguen farmers in general as an over-all pattern for
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improvement of their marketing practices as well as for the good of
working together for their matual benefit.

Governmental Action for Improvement

The structure of a sound marketing system which needs so many
improvements at so many levels is a challenge to the govermment of
Nicaragua. The structure of the economy of the country is set up in the
traditional way. Different agencies have responsibilities for which
needed improvement is required in the marketing system. Marketing
improvement through governmental action will have to comprise geveral
progreams within different agencies. The interrelation between those
programs and the hard work of those engaged in their development can
bring succese in achieving a better marketing system.

Covermmentel action is needed in the determination of Grades and
Standards, as well as in uniform units and weights which now bring so
much confusion in trading. Regulation of marketing practices, improve
ment of storage facilities, improvement of roads and meens of transpor-
tation are other fields where govermment action is needed.

Marketing information and education has already been started, but
sach more attention to it is still needed. In the next chapter,
education through extension will be discussed.

Finally, as the country develops as a whole in each one of the
vital parts, government action should continue with the help of the
much needed research. Soon there will have to be consideration on the
establi gshment of chain stores and super markets, backed with govermment
provisions, as well as health programs as related to marketing and

provisions for price support programs and the like will also be needed.




CHAPTER V

IMPROVING MARKETING THROUGH EXTENSION EDUCATION

Extengion's Job in Msrketing

Principles amd methods of extension education epply to any
country, community, locali'ty, or village. Conditions differ widely in
the various countries of the world. Social institutions and hebits
have tremendous influence on extension work. Channels of communication
must be understood. Values are a strong movivating force. The
demonstration by locsl people with aveilable materiels in a living
situation is the basic method. The extension worker must be respected
by and have regpect for local rural people.ly

‘Extension's objective in marketing is to raise the level of

efficiency with which farm producte are distributed from farm to cone
sumer as & parellel to its objective of reising the level of efficiency
- with which farm products are produced.

Development of an adequate research and education program for
agriculture must go beyond proﬁoting efficient snd balenced production.
It mst find ways to improve marketing of agrlcultural products, if it
is to serve the interests of farmers and all the people.

A wide range of opportunitiee for improving the efficiency of

a marketing system falls in the field of applied research and technical

assistance and training. An expanded marketing program should
| loglcally provide an on~the-spot problemesolving service. But, as in
production, the marketing program must continually be supported by

basic. research.

)
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Extension's responsibility for marketing education begins with
the care and handling of agricultural commodities from the time they
are produced and continues until they are used by consumers. It is
necessary to visuallze production and marketing of any farm product as
a twofold problem involving & chain of many links. These links reach
from the begluning of the production process to the time the consurer
actually utilizes the product. It is not possible to obtain full benefit
. of the strength in any of these links if there are wesknesses in any
one of the others. For example, the efficient production of high-quality
farm products will not result in maximum returns and utility if econ-
cmical transportation is not aveilable or quality ie destroyed through
improper handling in marketing channels before reaching consumers.
Educational work in marketing has many assoclations. There is &
tendency to be familiar with the requirements of producers. It should
be: taken into account that production camnot be dissociated from marke te

ing. It is not production in itself, but production as it relates to

the marketing process. The product must be followed through to the
consumer. This inveolves not only those practices which increase
production, but those which affect the ultimate quality as the product
is utilized by the consumer. |

Besideé the eduncational and demonstrationsal work, extension
should carry on with producers toward the end of increasing efficlency
in marketing of agricul tural products, there is a need to work with
many others--with handlers, processors and packers, wholesalers, retailers,
and consumers.

Extensiont's area of work is strictly in the field of voluntary

education, it is not designed as an enforcement agency. It can do much
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for people, but its greatest results will come from helping people to

help themselves. Adherence to thies concept in marketing extension is

important.
Extension Agents as Jeaders in Marketing Improvement

The extension agent is the logical person to assist marketing
groups in organizing and carrying on their services. He is an educator
who is expected to understand the pros and cons of a situation, and he
18 respected and trusted in the commnity. Also important is the fact
that he is an unbiased source of information on all phases of marketing
and production.

In describing the extension agent in this manner, authoritarianism
is also implied.lg/ Aﬁthoritariqnism is a social process wherein the
making of decisions for a social unit ie placed in the hands of one men
who is presumed to know better than others what the group should believe
and do.

Authoritarian leadesrs are not desirable in a democratic communi ty,
since democracy is a social process in which the group as a whole is
gself-governing (not subject to any outside amthority) emd in which all
members of the group are equally represenmted in the maeking of collabore
ative decisions. The most effective way to direct the behavior of
humen beinge is simply to help them direct themselves, which implies
democratic leadership.

Two extremes in decision meking have been suggested, but in
practice the two philosophies may shde by degrees into one another and
rarely does elther exist in pure form.

Having in mind these epproaches of leadership, the task of the

extension agents will be one of eisipavering, first, to understand more
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fully Just what are the needs of people they are going to lead: and then

to find out the best way to enable the people to derive full satisfaction
from meeting these needs through doing and doing well the program of
work developed with them.

The leadership approach in a marketing program is not only that
of directing the people toward a particular end that is felt they need,
but that of making them realigze their needs and bring them into the
real problem.

Once they are motivated and ready to participate in solving thkeir
problems, many community leaders will arise. Here are some policies
that should be used in this situation:

1. Sell the leader on the job to be done. Convince him that
his Job as a leader will be honorsble and dignified and that he will
gain the reepect of his neighbore by making a contribution to the
program. Show him that he will benefit from the experience.

2. Help the leader to realize that the program is & community
or national program and not an extension agent program.

3. Give the leader a definite job to do. A leader without a
Job will soon cease to be & leader.

4. Help the leader by providing training and encouragement.

5. Insist on leaders being responsible for community meetings
and presiding at least at the beginning of the program.

6. Glve recognition to leaders that do a good job. This can
be done at meetings, through newspaper articles or radio. Most people
like to see their nsmes in print; therefore, newspeper articles are

effective in glving x?ecognition to leaders.
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Extension's Teaching Methods

Liks all adult education, extension teaching differs from classe
room instruction. It grows directly out of the needs and interests of
the people. It follows no rigid pattern or curriculum. Participation
in its programs is wholly voluntary. It holds its constituents only
because of the value of what they receive., TYet slmost any extension
group will vary in age, educational experience, interests, intensity
of needs, and level of living. There may also be difference in values
and cultural backgrounds.

Obviously the productivity of extension education is greatly
influenced by the effectiveness of the teaching methods used and the
skill with which the agent can fit these methods and the content
material to the diverse interests amd abilities of each group.

Extension's teaching methods can be grouped in three broad
categories. These include not only methods in the usual educational

. gense of that word, but also the means by which the methods are
employed. Thus, a lecture can be given to a meeting in a local hall
or it can be a radio presentation.

The first group of teaching methods employs obJjective illustraw
tions, such as charts and posters, exhibits, slide films, motion
plctures, pageants and plays, and most important, method and result
demonstrations.

The second group of methods is oral, but more of an indivi'dual
contact and includes office valls, farm and home visits, meetings,
radio talks, phonogrsph records, and even telephore calls.

The third category includes such written and printed materials

as bulletins and other pudlications, circular letters, correspondence,
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and news articles.

These different means end methods are used interchangeably to
accomplish the same® purpose, i.e., to bring sbout some change in farming
or in home or community living. No ome methods meets all needs.w

It has been said that educational work in marketing has many
associations. The three broad categories of teaching methods, their
variations and combinations, can be used in plaming marketing programs
to educate the producers, the hbndlers. the wholegalers, the retailers
and the consumers, toward the ends of increasing efficlency in!the
marketing of agricultural products.
¥hat Is An Extenmsion Program?

The word "program® has nine distinct meamings in the dictionary.

When used by an orgenization it means a prospectus, or a statement issued
to promote understanding and interest in an enterprise. When preceded
by the word "extension" the word takes on all the implications of its
.usage in the service of various states. An extension program, like that
of any public orgenization, should give not only what is meeded, but
¥hy. It should be an elaboration of the orgsenization's public policy
in such a way that anyone can find out just how the policy affects him.
In this sense it is not a list of activities or calendar work. For our
purposes, an extension program is a statement of the situation,
objectives, problems, and solutions. It is relatively permanent but
requires constant revigsion. It forms the basis for extension plans.lﬂ/
Yoy Have A Program?

Every successful public movement must have a statement of its

purposes that is clear to the citizens. The soundness, timeliness,

vitality, and economic or social importance of the program is what
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eventually determines the amount and continuity of public support. The
published statement of the purposes is a public record of the program
of the organizetion. Because it takes much time and effort to build
such a progrem there is sometimes doubt as to just why we need to do so.
Ten reasons why a program is needed are:
1. To ensure careful consideration of what is to be done and why.
2. To have available in written form a statement for general
pudblic use.
3. To furnish a guide or straight-edge against vhich to judge all
new prdposals.
i, To establish objectives toward which progress can be measuwred
and evaluated.
5. To bhave a means of choosing: (&) The importamnt from the
incidental problems; (b) The permanent from the temporary changes.
6. To prevent mistaldng the means for the end, and to develop
both .felt and unfelt needs.
7. To give continuity during changee in personnel.
8. To aid in the development of leadership.
9. To avoid waste of time and money and promote gemeral
efficiency.
16/
10. To help Jjustify esppropriations by public bodies.

Principles of Program Building

In coneldering the following 1ist of principles it is important
to bear in mind that we are not dealing with procedures themselves, but
the elements essential to sound procedure.

Sound extension program building:

1. Is based on analysis of the facts in the situation.
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2. Selects problems based on needs.

3. Determines objectives and solutions which offer satisfaction.
4. Has permansnce with flexibility.

5. Has balance with emphasis.

6. Has a definite plan of work.

7. Is & continuous process.

8. Is a teaching process.

9. Is a coordinating process.

10. Provides for evaluation of results.

g Lduesati on

In the foregone chapters of this thesis, the picture of the
situation in the marketing of agricultural products has been stated,
as well as the analysis and recommendations which seem to be appropriate
in seeking general solutions of the preblem in this section of the
economy of the country. In this chapter we are dealing with the
improvement of marketing through extension edncation, for which some
concepts and philosophies are already defimed. To establish a complete
program for the over-all situation is a difficult task which needs the
cooperation of many individuale, as well as specific surveys and
actions of several govermmental institutions.
Bullding an Extension Program Based on Marketing Objectives

As & program has to be bullt based on the amalysis of the facts
of the situation, & program for marketing improvement in the particular
situation of Micaragus has to take into account all the facts concerning
the actual marketing picture such as producers, handlers and consumers
in a broad sense. These facts must be viewed in terms of established

long-time objectives and rural policy. The outcome of previous plans
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should be reviewed and the results summarized and appraiged. Factual
material may be grouped around some unit such as family, community, or
major type of farming. Factual material is to be obtained from
practice surveys, scientific sampling procedures, the census, economic
and social trend studies, planning-board reports, and other similar
sources.

The assembling of these data in a form which could be permanent
and usable, yet easily subject to revision, is a challenge. The analysis
of the material in a form which will help leaders to do their part in
meking Jjudgments will be en art in itself.

Sufficient data dealing specifically with the marketing of
agricultural products are not available in the country. The first step
in the development of the situation will be a complete review of what
is available, followed by careful plaming for surveys directed toward
obtaining the real facts upon which the extension program camn be dased.

. In implementing the first step, it has to be realigzed that the country

needs more personnel in this area of work.
Careful thinking by the extension agents, speclalists and famrm
people will be required for the revision and an2lysis of all the

material concerned with the marketing of agricultural products if a

gound program is to be built.

Sound program building is based on attacking problems arising

from needs. Not all the problems existing in the marketing of agricul-
tural products in M caragua can be attacked at once. Cholce of
problems must be from among those brought out by the snalysis of the
facts; some of which are the result of felt needs while other are from

unfelt needs. It is necessary to select those most urgent and of
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concern to the greatest number.

The need for improvement in a marketing system as it is set wp
in the country traditionally and shaped in a vicious circle by the anti-
quated methods, is indeed a challenge to extension programming. Needs
are perhaps unfelt, though the way the system works has come to be
accepted as a normal condition to which the economy has had to adjust
itself.

In general, one of the most important educational developments
i.n relation to marketing should be the recognition that knowledge from
many sources and trelning in meny fields have to be combined to provide
the basis for sound educational programs. There must be understanding
of the commodity itself, bow it is produced, its food value, how it
should be handled, and how it will be used. The economic¢ facts that
affect production, the way in which producte are distributed and how
they are offered for gale must be part of a marketing program. What the
ultimate consumer wants and will pay for, how the product may be stored
at home, what new or varied uses may be made of products in supply are
also part of a sound marketing program.

Effective education in the field of marketing is actually a
cooperative venture. In addition to marketing specialiste, other
specialiste in agriculture, in hame economies, and in education can all
make valuable contributions. Those who know or have access to over-ell
facts of the situations, and those who know local conditions, prefers
encee, and customs are needed. Those who are known by snd have the
confidence of farmers, the trade, and families who purchase must all
contribute if a marketing program is to be effective. It is not a one-

man or one~woman job. When effective, it is the work of many skilled
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teachers who can work with producers, handlers, smd consumers to the
end that each of these persons has a general understanding of the interw
relationships in the marketing process and specific knowledge of how his
own decision or action will contribute to better marketing.

Improvements in marketing come through the interpretation and

application of the research. Education must follow research promptly

and mast be continuing.
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CHAPTER VI
SOME SPECIFIC PHASES ON MARKETING IMPROVE-
MENT THROUGH EXTENSION

In Chapter III it was stated that government policies bearing on
agricultural development are concentrated mainly in two agencies-—-The
Nicaraguan Agricultural Technical Service amd the Nationel Development
Ingtitute. The Extension Service of the country is under one of these
institutions, namely the Agricultural Technical Service, locally known
as STAN. |

The STAN is primerily & research agency. Its purpose 1s to study
the fundamental problems related to cropse, solls and animal production
in order to develop information that the farmers mmst have to improve
their productive practices. STAN is also concerned with training in
agricultural reseerch and with certain extemnsion services, including
educational services.

The institﬁtion ie divided in several departments grouped in
four principal divisions: research, services, vocational education
(recently chenged) =znd extension.

The Extension Servi.ce’ Department, which is our primary concern
here is divided in: a. Admbnistrative office, b. Agricultural super-
vision, c. Home¢ improvement supervision, d. Extension agenclies, and e.
Information.

The central office of extension is located near the csgpital,
Managua. Twelve extension agencies are distribtuted throughout the meln
agricultural regians of the country. The agents are gradustes from the

Fational School of Agriculture. JAny new program is carried out through
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the agencles either by sending written instructions to the agents or
celling them to the central office to attend what could be called a
sbhort course, which would enable them to help the farmers in their
areas to put into practice new developments in their farming activities.

It should be mentioned here that the agents have little or any
traeining in extension work. 3Before they are appointed to any agency,
they have to spend a reasonable period of time at the centrsl office.

In getting the extension agents acquainted with an educational
program in order to improve the marketing system, it is believed that
visite of the marketing specialist to the agencies for several days
will be more successful than written instructions er any shert course.

To start with, circular letters could be:msent to the agents prior
0 the vislt to be made., In this letter the over~all plcture of the
preject should be included as an introduction, as well as the information
the agent should provide to the merketing speclalist for a better
planning of the visit.

VWhen making the visit, the agent and the specialist could first
get together in the office to make an on the spot plam for the things
to be accomplished during the visit. The actual activity will start
with visite to the farmers of the area and the market places, if any.
By being in the field, the agent, as Well as the specialist, will be able
to exchange points of view emd to discuss the things that can be
accomplished. When the visit ie going to be ended they cen summarize
the resulfs and outline the program that could fit the present reeds of
the area. Thie, in turn, will have to be supplemented wth additional
information from the central office. The agents will be able to ask

for materials needed and will be in a position to report the responses
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of their communities. Favorable or unfavorable, these responses will
enable the central office to make further suitable developments of the
project.

The information on prices of agricultural commodities, as
mentioned in Chapter III, to farmers and public in general, has been
what could be regarded as the starting point in the development of a
sound marketing system of the country. As this project develops, more
and more programs can be developed through the extension office. For
example, a consumer education division should be created emnd one of its
first progrems could be developed in the markst places by glving
instructions to vendors in how to improve the services offeréd to the
consumers, With the cooperation of other institutions, the Health
Department, and organi zed groups of ssalesmen could be given & short and
intensive course. Through these courses they could learn about classi-

fication of food products, hygienic and attractive reorganization of

counters, salesmanship, personel hygiere and other things necessary

for improving the conditiocns of thelr counters and thelr business.

T

This educational program would help the vendors to increase their
clientele, the consumers will be more able to stretch their food
"cordoba" and the community in general could enjoy & better standard

of living(more healthful and better economically). The success of a
program like this will bring not only the achievements of the objectives
involved, but will have a broad implication for adult education in
general. The city consumer will be more able to belance his diet, small

farmers who bring food products delly to the merkets will have to adjust

their procedures to new developments in the marlet place and so this

program could educate directly or indirectly the salesmen, the consumers,
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and the small farmers as well as the big onea. Thus, to some extent,
everybody will be affected.

This kind of program would be started in the market places of
the capital where more facilities are available. The experiences
obtained in the capital will then serve as a background for programs in
other cities amd towns, as well as for new developmexmts in that field
of work, which perhaps will yleld more reliable information for other
similar projects.

In Chapter V, it was stated that principles and methods of
extension education apply to any country, community, locality, or
village. Thie has been concluded from the experiences of leaders in
agricultural and home econcmics extension education all over the world
ag expressed at meetings of leaders familiar with extension in various
regions of the world. Extension work is essentially educational and
is dependent upon voluntary cooperation of rural people for its success,
and must aixﬁ at education and self-help rather than free services and
bounty from governments.

It should be mentioned here that the extension service in
Nicaragua, which ie relatively recent, is an institution purely
supported by the central government. Cooperation of different levels
of govermments, as it is observed in the United States, has come to be

through the interest of the government at different levels to educate

pecple since early in Americam history. The system is unique and largely
the result of the working together of two great forces. First, American
agriculture-~characterized by cheap land, scarce labor, new products,

and the use of credit-~second, Americen education. Americans early
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recogni zed the responsitility of the govermment to provide practical
education as distinguished from the classical type. To mention here
this great development does not particularly meen that in Nicaragua it
should be the same, but it is in the criterion of the writer that the
central govermment of the country is beavily loaded in supporting too
many institutions and the experiencés of other countries should serve
to lessen that load through some cooperative arrengement. It is
believed by the writer that the extension service program should be
supported by other levels of govermment, since if a program is locally
supported, it becomes a program belonging to the people rather tham
ohe coming from the gpvermment.

The extension service has not as yet had a specific project for
marketing education other than the information on prices previously
mentioned. It is believed that as the information on prices has set
up a starting point along the line, the officers in charge will seon
reali z¢ the need for more action in thie particular field. Other
projects currently underway, glving some results, should serve as
experiences for developing similer programs in marketing. The experi-
ences in marketing education in other countries, particularly those
with situations similar to those of this country, should also contrie
bute in the development of programs.

In Chapter 1V, it was realized that, since the marketing system
of the country is far from being ideal and that the establishment of
a perfect situation is unconceivable, it was suggested the improvement
of existing conditions by implementing measures which were classified

into four categories, namely: 1. Improvement of marketing by farmers;
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2. Improvement of existing private trade systems; 3. Cooperative
marketing; 4. Governmental action for improvement. ZExtension can cer=
tainly play its part through its educational program as a catalyst for
interrelationship among the many fronts where action is needed. Market-
ing projects are not so easy to organigze, but extension can assist in

developing sound projects over a period of time.
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CHAPTER VII

THE CONCEPT OF MARKETING IMPROVIMENT IN THE
DEVELOFMENT OF AGRI CULTURE

Theoretical Concepts

The most commonly attempted measure of economic growth is that
of per capita increase in the production, or output, of goods and
servicese.

When viewed from the perspective of development policy, it is
evident that this conception of economic growth is that of measuring
the outcome or effects of development (or growth) upon the commodity
flow. For purposes of formulating development policy it is essential
to direct attention to points in the economy which are strategic to
the increase in output, including especially the increase in cepacity
to produce gocds and services.

Attention will be focused here to the development of agriculture,
which Professor Kemmeth H., Parsons in his Agricultural Economics
Seminar Notes states that it is permissible and esgential, though it
is generally accepted that a rise in the productivity of agriculture
(especially agricultural labor) is a necessary prerequisite to, or
ingredient of, general economic development. On the other hand, it is
esgential because the economic structure of the agricultural sector,
especially in the early stages of economic development, is uniquely
different in many critical respscts from other sectors of the economy.
Policies for development mmst teke cognlzance of these differences if

they are to be effective.




68

The following statements about the importance of the agricultural

sector within economic growth, are found to be helpful for the purpose
of this chapter. They are included here as a gulde for a clear thinking
in an attempt of the writer to visualize his country's situation.

The relative importance of this agricultural sector declines
as a part of the gereral processes of economic growth and
development (except in those countries specializing in am
export type agriculture). This noting of relative decline
ig essentially another way of recognigzing that other sectors
of the economy must grow more rapidly than the food producing
sector 1f a people are to have the material basis for an
improved level of 1living. The shift in relative importance
of agriculture (and other primary industries) emd the
menufacturing (secondary) and the service (tertiary)
industries is frequently noted among the conditions of
economl ¢ progress.

This does not mean that the agricultural sector must shrink;
on the contrary measuring the consequences of economic
development through output per person, agriculture must grow;
the cspacity of the agricultural sector to produce must grow
sufficiently fast to provide the basic food amd fiber needed
for an expending population, in a developing economy
(adjusted plus or minus for agricultursl exports or importe).

The agricultural sector of the economy is related to the
other gectors of the (total) economy through factor and
product market - margins of substitutions and transference.
These relationships change in the process of economic
development.

(a) A= agriculture moves from subsistence agriculture
toward a commercialized (or market eensitive) agriculture,
the factor markets become increasingly important.

(b) The character of the product markets likewise
chenges. In the consumer maerket, the ultimate market fer
farm products, mass consumer behavior toward farm products
becomes differentiated according to the need or estimated
worth of the product, and the incomes of consumers.

(1) Consequently, there developes a complex set
of interrelationships in which purchases of specified products
in consumer markets ecquire differing price-quantity
relationships, analyzable as elasticities of demand. There
are algo subtle interrelationships or cross elasticities of
demand - &s cheese may be substituted for meat, or potatoes

for dbread, etc.
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(11) Similarly the proportion of consumer income spent
for food (and other consumer goods derived from agricul tural
products) varies with the income of consumers. As an
economy grows richer (that is, hes a higher per capital ~
productive capacity) the proportion of consumer income spent
for food declines. This leads to a changing coefficient of
demand for food - a changing income elasticity for food.

The product markets, intermediate between farm and consumer,
which operate within the limits of derived demand (derived
from consumer spending) also change greatly over the range
of economic growth or development. In general the change
is something of the order of a transition from the circume
etances in underdeveloped countries where the erop likely
sold to a village creditor (who may also be the landlord,

at some sort of convenmtional price, poseibly much below true
market value) over to a situatiom where the producer sells
directly to a specialized dealer, or joins in a cooperative
either as bargaining and sales agency, or as a processeing
concern.

It 1is important here only to note the genersal character of
changes which occur in the market nexus for agriculture as an
industry, and of a farm as a firm, over the spectrum of
economic development. Studles of the nature of such changes
could contribute substantiaelly to the understanding of the
dynamice of the economic development of agricul ture.

Economic development, either as indicated by the capacity to
produce goods and services, or measured as economic growth

in terms of changes in per capita output of foods and services,
cannot be considered purely in technical terme. The objective
of economiec development is not merely to produce mpore goods
but to produce goods useful to peecple. In any estimate of the
efficiency of an economic system, thought must take account of
the fact that it is the uses of things, not the things which
are of concern to econamic analysis. In a developing economy
the disequilibria resulting frem the introduction of new
technologies, new products and changes in estimates of uses
introduce a very great element of indeterminacy and uncer=-
tainty into any estimatee of demsnd. 18/

Up to this point we have quoted Professor Parsons in his remarks
about the role and importance of the markets in agriculture if develop=-
ment is to be achieved. There ie no doubt then, fhat any provision
toward the improvement of the marketing system of a country is of great

need. The question then, is what should or could be theose provisions

necessary to improve the markets. It has been suggested that studies
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of the changes occurred in the market nexus for agriculture as an
industry, and of a farm as a firm, could contribute substantially to
the understanding of the dynamics of the economic development of
agriculture. Well, we know that changes are teking place, everybody is
aware of that, but it does not mpan that we have made studies in order
to decide that such changes bave taken place (we are thinking here of
the particular situation of an underdeveloped country, nemely
Nicaragua). How do we know that we are changing? - Things are not the
iay they used to be; we read in the pmewspapers that in other parts of
the world things are done in a different way. Should we go to work
and make our things as seems to be the better way in other environ-
ments? It sounds reasonable and easy but not necessarily true.
Undoubtedly, the experience of some of the more developed economics
could serve as laboratories in which we can see how different ideas
now proposed as guides to economic development work out, when tried in
di fferent country situations. In the background of the thinking in
thies suggestion is the hypothesis that we need very much to find common
ground among people from many nations in the understanding of the
basic similarities or dif ferences in the economic problems of agricule
ture.

To review here the camses of economic development in the United
Statee very profoundly is not under the scope of this paper. Neverthe-
less, the main points will be mentioned as the American experience is
accessible and can help as a comparison with what the writer of this
paper thinks when trying to visualize his country's situation.

Discussions of economic development by economists place cepital

formation near the center of the problems of development. The history
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of capital formation in agriculture in America has been influenced

profoundly by the fact (a) that labor has been relatively scarce in
relation to land, and (b) that the total economy has included & vigorous
industrial sector. For purposes of the discussion it is useful
principally to distinguish "social overhead cgpital® from other kinds,
in the process of capital formation, i.e. increase in productive
capacity - in the agricultural sector of an economy.

The major items in the development of social overhead capital in
American agriculture are found in the histqry and actual programs of:
education, roads, canals, railroads, mail 'md parcel post service to
rural areas, rural telephone systems, rural electrification, irrigation
and drainage. EFach of the items mentimed actually offers a large
field for professional inquiry and specialization. They suggest somee
thing of the nature of the problem of providing social overhead cepital
for an economically developed agriculture. The course to be followed

in any particular country is necessarily a matter of circumstances of
that situation.
Econo Deve ent in Nicar a/

The question of development in NMicaragua has been one of the
major issues of the government policy for the past few yars. On
January 31, 1951, the Government asked the International Bank for
Reconstruction and Development, to send a general survey mission to the
country to asesist it in formulating an over-all development plan. In
accordance with an agreed program, specialists in various fields went
to Micaragua during a year's period.

The gemeral objectives of the program are to expand and diversify

the basic economy in order to raise the general level of living and to
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improve educational and bhealth standards. The program aims (a) to
increase real per capita income by 15% in the five year period to carry
out the program (1952-57), allowing for the natural growth of popula~
tion during the period, amd (b) to increase the physical volume of
agricultural and industrial production by 25%.

The specific objectives include:

(a) completion of a major highway network linking Managus with
Granada, leon, Chinandega, Jinotega, San Juan del Sur, the Tuma Valey
and with the east coast;

(b) establishment of a complete netwark of farmeto market roads;

(c) modernization of the existing railway:

(d4) rehabilitation of the major ocean ports and improvement of
lake transportation;

(e) establishment of pure water and sanitation facilities in
the main towmns and many of the smaller communities;

(f) expansion of the present power capacity of Mamagua to triple
its present sige, and formation of a grid to connect Managua with
other important cities;

(2) increasing the number of cof fee trees by 25% and expansion
of cattle production to the status of a major industry;

(h) establishment of several Anew industries, as well as a
mmber of grain storage plants;

(1) reduction of the rate in illiteracy and a rise in vocational
and technical education and training;

(J) creation of an adequate medium - smd long-term credit

system and technical assistance for industry and agriculture.
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In order to carry out a program of theese dimensions, the mission
proposed certain structural changes in the administrative system of
Nicaragna, including among them: the establishment of an 'Instituto de
Fomento' (Development Institute); reorgani zation of the banking system,
including the establishment of a cemtral bamnk; improvement of staff
and organization in several government departments; and reorgenization
of the railway, power, and postal, telegraph and telephone services as
autonomous public utilities.

The program is not easy; and the goals &re high. They require
that Nicaragua do as much in five years as she has accomplished in
several decades. The program requires the most vigorous and
constructive leadership in its execution.

The sim of the fiscal reform being undertaken by the govermment
is not solely to provide additional revemue for urgently needed public
works and services. It is partially intended to channel additional
funds into the Instituto de Fomento, which would in turn, provide
private enterprise with financial and technical assistance. This would
encourage the flow of capital into productive private investments,
which are as urgently needed as govermment pu:bli‘c works. It is partly
intended, also, to make an immediate, though small, start in raising
living standards by removing or reducing the present heavy taxation
on standard articles of consumption, including foodstuffs.

The extremely weak state of the municipal fimances of the
country is a heritage from colonmial days and a reflection of the strong
centralization of the government. It is a particular unfortunate
aspect of the fiscal system, since the provision of many of the basic

services of the country such as water, sanitation, street paving and
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11 ghting, local markets snd, to some extent, gemeral health and
educational services are, and properly should be, a function of local
Rovernment.

Even in a small state, the technical problems and difficulties
of correlating fiscal and budgetary policy, foreign trade policy, and
central and commercial dbamnking policy with longwrange agricultural and
industrial programming are so complex that it is essential to have an
adequate administrative body to perform this task. The size of the
proposed development program is such that futupre coordination is
fundamental to its success. The Government has estsblished for this
purpose the National Council of Economcs; and provided it with a
secretariat. The council is still new in its operatioms, but 1t is
becoming increasingly effective, as it has become aware of the need for
coordination.

The necessity for setting up investment priorities derives from
the fact that only limited funds are avallable for development, while
the needs are great. Fixing priorities is mn essential part of the
general problem of coordinatiom.

Few countries, even those very underdeveloped, have so 1little
published information as Nicaragua. There are no adequate recent
histories, no reference libraries, not even a government manual or
directory. Statistical bulletins of the government appear irregularly,
and those that do appear frequently contain detailed tables of little
or no value. The annual budget is the only published source of
information on the administrative structure of the govermment. It is

enormously detailed but gives 1little information about gvernment

operations.
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Under these circumstances, there is considerable feeling in the

country that the government is deliberately concealing information from

the public and therefore must have a great deal to conceal. Without

e g AN e o e <o

adequate information the public necessarily has little understanding

of what the government is doing, what the economic problems of the
country are, and what a development program means. The public, therefore,
cannot wderstand the extraordinary complexity of carrying out such a
program. The government has recently ‘become aware of this problem and
there is confidence that it will act increasingly to inform the

country of its programs and its significance.

The press and radio should be used increasingly to 4if fuse
information about the development progreams. The press could play a
much more effective role in stimulating progress in the country if it
gave full space, regardless of party, to the economic reports of the
government, to fuller economic information on internal and external
markets, crops smd prospects, and to mmch more of the technical and
gclentific data needed by agriculturists and industrialists than now
appsars. The NMicaraguan public is obviously extremely interested in
the ecomomic problems of the country, but is not always well informed
except on immediate problems of interest to the individual. Both the
government and the press can do mmch to correct this.

Final Remarks

So far, we have mentioned some aspects of the development of
agriculture in America, as well as some of the theory behind economic
growth. In the above paragraphs we have also described briefly what
is the situation or stages of development in Nicaragua. The picture
seems as though it is framed upon the experiences of the more developed

economles.

#
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A question still remeins, have the country improved in the past
five or six years, where a development program has been carried out?
Certainly, it has. But is the improvement completely adjusted to the
expectations that seemed to be implied in development policles?
Obviously not, but the experience has set forth the basis for the future.

Let us meke a final remark about the importesnce of marketing
improvement within the over-all frame work of economic development. If
development ig to be achieved, the relationships of the agricultural
sector of the economy with the other sectors of the (total) economy
will change. As agriculture moves from subsistence agriculture toward
a commercisli zed (or market sensitive) agriculture, the factor markets
become increasingly important. In the specific case of the improvement
of the markets in Nicaragua, there have not been provisions specifically
toward that improvement, that is, there are no policies with such
settled objectives. Even though some of the policies with other
objectives provide for some of the activities involved in marketing
improvement. JAny development in the market system of the country will
open up a new road, and coordination with the other sectors of the
economy will be very important. This reminds me of the statements of
W. Arthur Lewis in his book The Theory of Economi¢ Growth: if there is

going to be economic growth, then there will be specialization; if

specialigation, then exchange, if exchange, then trade and coordination.
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