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PREFACE

The introduction of modern technological innovations and the rapid rate of economic
development in many countries thrOughdut the world have presented a new challengé to
Iraqi managemént due to an increase in the level of competition in natiohal and
international markéts. Competition has become so fierce that developing countries
have been forced to realise that If their industries are to survive, they must also
endeavour to compete at national and International level. Increasingly, the most
important initiative that musf be taken is to re-orientate basic strategy and replace
inefficient organisation so that growth opportunities cah be seized to ensure economic
survival. A recognition of the benefits to be derived from international trade has led to
managerial emphasis upon cost control, careful cash flow monitoring the limitation of
risks and the exploitation of any comparative advantages for the benefit of the
domestic market, the consumer and the country. These key factors and essential
elements of effective business conduct require coordination, a commercial outlook and
a readiness to appreciate that these variables constitute a secondary ‘line of priority in a
time of expansion. Government control seems to be an important prerequisite for
industrialisation but will not in itself be sufficient to achieve the desired result. The
new essential requirement and primary objective is to concentrate efforts internally
and externally on taking advantage of market opportunities and taking steps to meet
changing consumer requirements. If Iraqi industrial and business firms are to enjoy
the full benefits of an improved economic environment, it is necessary for the
management of firms and all those acting at an official level to reconsider and re-
e‘valuate the traditional methods of doing business, and out-of-date marketing
techniques in the interests of marketing effectiveness, and to refashion curreht
practices in the light of the new environment so that improved performance will be
achieved in the future. By doing so, the level of competition between local industries

will increase and competitiveness in international trade will also be enhanced. The
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current situation does not help to promote the international success of Iraq national
economy. Yet achieving a certain level of competition is a prerequisite for successful
and profitdble growth. Thus thé use of aggreséivc marketing methods shéuld be the
main concern of management, since professional marketing skills havé a vital role to
play in revitalising business activities. The need for awareness of these requirements
by the central planners and local managcment provides the motivation and the
rationale underlying the present study.

This thesis will deal with the status of marketing in Iraq in general and in the food
industry in particular. by examining the activities of all those lnvolved. starting at the
farm levei and ending at the tactory where the produce is made ready fo‘r\consumption
in the markets. In the course of the study, executives in the firms visited are addressed
by means of a questionnaire and intensive interviews which are intended to reveal how
marketing is practised in the food industries, in order to propoée posstble courses of
action and the adoption of new approaches pursued in other countries where conditions

are similar to those in Iraq. God willing, this study may provide a key to successful

marketing in both the domestic and foreign markets.
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ABSTRACT

The rapid growth of the agricultural marketing activities of the public sector in Iraq has
fumished a backlog of experience which, if refurbished., may help to establish policies
that would guide future activities relating to agriculture. Thus, one of the thesis
objectives is to provide individuals concermed with planning, execution and management
of agricultural marketing and agro-industrial activities, with guidelines for
identification, formulation, evaluation and implementation of programmes which could
be realistically adopted.

The objective of this study is to help development policy-markers and planners in
Iraq evaluate proposed changes in the food marketing system by enabling them to
compare and contrast different alternatives in terms of efficiency for producers,
consumers and intermediaries. A review of the present situation is given to indicate how
better efforts and policies can be strengthened. Thus, a priority of this thesis is to bring
attention of the central planners towards the importance of marketing in an attempt to
improve present policy by expanding awareness in influential circles of what it means,
who is involved and how it operates. ‘ ‘

In addition to an analysis of secondary data the thesis describes the collection and
evaluation of empirical m(%rmation obtained through field research in Iraq. As the food
marketing structure in Iraq is a mixture of traditional types of institutions and modern
ones which operate mainly in the city centres, an evaluation of the various food and
agricultural marketing institutions of Iraq is therefore undertaken. The thesis aim is to
facilitate an understanding of how and why the various institutions operate in the local
and foreign markets. This has determined the extent to which existing institutions can
or could contribute towards a significant improvement in the food marketing system.

In spite of voluminous writing on the subject of marketing in developing countries,

none have yet written a critique of official policy on marketing of agricultural products
and the food industry in Iraq.
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Executive Summary

The increasing trend towards consumeﬁsfn is unmistakable. But to serve the
individual best, such movements must be based on sound judgements and reasoned
sclentific prihclples. such as the application of the marketing concept, raﬂier than dn
the often emotional compromises of opportunistic politicians and businessmen. ’i‘he
cost of food to consumer is the sum of the cosf of all operations involved in of producing
the food, processing, preserving, packagaging, and storing it until it is needed:
transporting it to the consumer and ﬁnanclng all of these activities: including risk
bearing. |

The literatﬁre? review reveals that the processing industry in Iraq has not been
studied. Thus there is an urgent need for a study concerning the adoption of the .
marketing concept by the Iraqi food industry. In most developing countries, including .
Iraq, agricultural progress and prosperity have still to be achieved. One of the aspects
which stifle the required initiatives is the negative attitude of all concerned and the
lack of modern marketing management practices. Thus this research attempts to
provide a picture of the practices employed within the agricultural marketing system in
Iraq to demonstrate that the techniques (l.e. those based on the marketing concept)
practised in the field of business can be adopted and adapted to the needs of the
agricultural and industrial sectors in Iraq simultaneously to achieve the level of
success in the nation's economic development which is enjoyed in the industrialised
countries. Thus the subject of the thesis is concerned with the extent to which the
marketing concept is applied in Iraq's food industry at the farm level and continuing
right through to the food processing industry. Improvements in agricultural
productivity are required since farm produce in Iraq represents the raw materials

required by the food processing industries. The thesis contains nine chapters.
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In Chapter One, a brief outline is provided of the historic emergence of the "State of
Iraq”, its economy; its agriculture, the ecology of the country, the development of
industry. the rate of oil productiori. and the main ‘developments in Iraq from 1958- “
1968 and from 1968 to the present time. .’I'his chapter explains how the Iraqi economy
is lai-gely dependent on oil revenue and consequently the governmentS has
concentrgted on the industrial sector at the expense of the agricultural sector. This
chapter also explains that the Land Reform After 1958, completely upset thc social and
economic life of the farmers, as the decline of the agricultural sector adversely affected
Ira‘q's economy. Also as agriculture became increasingly unprdﬁtable. farmers no

longer stayed in the rural areas‘. being forced to migrate to the towns seekirig additional

income to enable them to survive.

Chapter One is divided into twelve sections. Consideration is given to what can and
will be done with capital flows from oil within the economy. Nevertheless, agriculture
has hardly been neglected. In the Introductic;n and Sections 1 and 2 of the Chapter, the
researcher concentrated on those aspects of development of the State of Iraq since 1920
until the present time, which might be crucial in determining the shape ;::f Iraq's
economic activity. Consideration of the two major existing economic sectors, aside from
ofl, namely, aériwlture and industry, follows. Agricultural production has declined
despite the increase in legislation and investment in this sector of the economy (see
Sections 3, 4 and 5). The role of planning and its problems were mentioned in Section 6.

Sections 7, 8 and 9 are devoted to the importance of the ol sector, foreign trade; and
Production characteristics respectively. Oil to the Iraql economy is providing, and
continues to provide, the bulk of the capital upon which development expectations
throughout Iraq are based. Sections 10, ;11 and 12 focused on three distinct concerns
related to agriculture, namely, marketing infrastructure, wholesale and retail trédes'

performance in Iraq, and urbanisation trends, in order to know something of the

_country's requirements now and in the future.
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The available statistical data in this Chapter is used as a basis to hypothesise \that
there is a link between declining agricultural production and the enacting of the 1958
Land Reform Law, also that substantial improvements are required in the level of

cooperative management.

CHAPTER TWO outlines briefly the purpose and aims of the thesis, with
special reference to the empirical investigation, and discusses the main hypotheses

proposed in this study.

Chapter 3 presents a review of the literature on marketing 1n agricqlture and
deals with the descriptive, analytical and evaluation aspects of the subject, based on
field research conducted in Iraq. Following consideratlori of the current probler;ﬁs
affecting agricultural marketing, the prospécts for agriculture in the future ére
examined. Detailed étudy of these marketing ﬁroblems focuses on the ’reasons
underlying the decline in agricultural productivity in recent years which has been
characteristic of most developing countries. It is emphasised that marketing Is a
concept which can be ap\plied to agriculture as well as to industry. In tﬁls chapter we
also consider the particular elements In the agricultural structure tégéfher with th‘e
farming environment and its cﬂ'ecfs on the behaviour of farmers in most developing \
countries including Iraq.  Six sections make up Chapter 3. Section 1 explains the
unawafencss of, and lack of understanding of, the marketing concept in agriculture as a
vital element in the economy. The remaining sections are devoted to issues of marketing

in developing countries in general and in Iraq in particular, emphasising the significant

level of government intervention in marketing in Iraq.

In Chapter 4 , the implications of the marketing concept and its applicability to
the Iraqi economy are considered. The literature review of marketing and economic

growth which is presented demonstrates the effect of sound marketing practices on the

pProcess of economic development. It s pointed out that marketing can make a

considerable contribution to the economic growth of countries, most of whose resources
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are scarce, é situation which is typical of developing c0untries ’These aepects heve been
neglected by the Iragi economic planners. who have devoted their attention to
production rather than marketing. Agriculture for most developing countries
including Iraq, reprcsents e. staple source of food and raw materials for the other
sectors of the economy.‘ Improvement in this sector vleads tb an Increase m the
purchasing power of farrnere and a higher standard of living. If a surplus exists, this
represents export potential by rheané of which the ecdnomy cal:x be greatly improved.
Chaptern%m concentrates on the main problems affecting the level of agricultural
production. These were referred to earlier in Chapter One, particularly Land Reform.
Most governments in the developing countries, including Iraq have enacted a Land
Reform Law in an attempt to reduce the influence of feudalism and to liberate the poor
farmers. But lack of appropriate equipment and the necessary managerial skills,
which were prerequlsites‘for‘ the successful implementation of the law, resulted in
fatlure to achieve the targets aimed at by the authorities. Following the Land Reform
Law, the cooperative movement was supported initially by the goverﬁment in order to
exercise its control and influence over the market. However, this also failed to achieve
the exﬁected results for the reasons mentioned above. Other adverse circumstances

affecting agriculture are also discussed in this chapter,

Chapter 5 is groups in two main sections. The first section considers the need for
Land Reform in Irag, the types of changes which were introduced, and the merits and
demerits of these changes in the light of recent experience. In this section, the hypotheses
related to the decline in agriculture and the level of efficiency of mané\gement
cooperatives. - Its main features are the existence of cooperatives whole role and
performance are examined. The reactions of farmers in different circumstances to
market impulses may well offer some basis for pfedictlng the success of political and
economic policies aimed at improving social, economic and technical elexﬁénts of the

rural areas for the future. Section 2 highlights the role and tmportance of credit in rural

areas. Also, It analyses the forces affecting the suply of and demand for credit, and the

role of the Agricultural Cooperative Bank in Iraq.
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Incentives that would encourage farmers to continue working on their land have
not been made available. No incentives have been offered to increase pruductlon or to
help farmers to sell their produce. This is the situation in Iraq. Chapter SIX therefqre.
pays particular attention to this issue, namely the provision of price incentives. This
chapter discusses in detail the factors affecting pricing such as the nature of the
produce, elasticity of demand and market infrastructure. The forrnulation of a pricing
policy would benefit farmers, consumers and retaners and reduce the influence uf

middlemen and wholesalers. When a price policy is pursued that reflects the farmers'

interests, they will no longer leave their land, abandon agricultural pursuits and

migrate to urban‘ areas. )
Chapter 6 consists of 11 sections. The central theme of this Chapter is that while
pricing has many aspects, i1s cannot be fully effective unless it i{s customer-oriented.
Section 1 is devoted to a critical review of existing pricing practices, and Sections 2-9
cover the methods whereby customer attitudes and behaviour can be e.xplured. Sections

10 and 11 are devoted to the revision of the prices of established products in the firms
visited.

The above five chapters. which are mainly of a theoretlcal nature. enable us to
identify the problems affecting the agricultural industry in Iraq. Chapter Six moves on

from theoretical discussion to deal with the practical aspects of the thesis, based on the
field work. ‘ '

The government. having recdgnised that the marketing lsystem was highly
unsatisfactory, made an attempt to intervene directly by controlling the distribution
and marketing of agricultural produce in the local rnarkets-. An assessment of the
degree of success achieved by this intervention is undertaken and eertaln suggestions
for improving the level of success are probosed. | Thechapter also discusses the
marketing of three main products, namely dates, grains and fruit and i'egetables. which |
allect the economy in different Ways. For example, dates are the country's leading main

source of revenue in the non-oil sector as Iraq Is the world's le‘adlng exporter of dateé.
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This clearly indicates the lmporténce of this product to the economy. On the other
hand, Iraq has begun to import the other two products, namely grains and fruit and
vegetables. The reasons underlying the decline of agriculture and the problems of

marketing prevailing in Iraq will be discussed in Chapter Seven, the case study chapter.

Chapter 7 consists of four sections. Section 1, assessing the role of middlemen and
their performance of marketing functions, and ldentifying deficiencies in the
agricultural marketing system. Séctions 2, 3 and 4 highlight the practices of marketing
three products in the local market, namely fruit and vegetables, dates and grains
* respectively. Ail sections étart uniformly with an mtroductory statement of the prpblem.
This leads. then, to policy recommendations presented in the Summary and Conclusions
of th‘e Chapter.v Finally, suggestions for possible future work are indlcated.‘in order to
improve the marketing of fhese products iin the domestic mérket and even abroad.

Chapter Eight which rﬁay be‘ regarded as complementing Chapter Seven, s devoted
to a discussion of the ﬁndmés of research Survey based on a selected sample of firms in
the food industry in both the private and public sectors. The extent to Whlch the
marketing concept has been adopted will be examined. Sorhe of these firms have been
invoived in export activities. Conseqﬁéntly thetr approach to the marketing cbnceﬁt is
different frdm that adopted by firms who are not engaged in exporting, although every
firm should be aware of the importance of satisfying consumer needs and wants. The

investigation of attitudes to the marketing concept was carried out by means of a

questionnaire,
Chapter 8 is grouped in 4 sections. Section 1 explores some of the relevant issues

which face the food industry in Iraq when planning and developing consumer products

take place. Consumerism is useful for identifying genuine needs to be followed by the
allocation of development resources. The last 3 sections represent for the sample
selected, the level of awareness which has been achieved in applying the marketing

concept. Section 2 describes the nature and scope of marketing research in the firms
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visited. The researcher believes that for an effective strategy to bring about meaningful
marketing. reform must start with a comprehensive diagnosis of the specific and
remediable 1lls of existing markets at national as well as regional levels. The section
begins with ‘the identification of the problems and opportunities, then systematically
discusses the management of marketing research and concludes with a view of what
firms might do in the light of the recent and future direction of marketing research
activity. | ‘

Section 3 is divided Into six subsections. It covers the advertising and promotion
environment from an economic. behavioural and legal pbint of view In Iraq. It examines
the creation and production of the advertising message in various media, analyses the
problems involved in selecting the right combination of media to carry the advertising

message to the target market.

Section 4 examines the nature and scope of packaging in the Iraqi food industry. The

section sheds light on the economics of tbis marketing mix,

The final chapter, Chapter Nine, which is based on the previous discussions and the
research findings, attempts to propose a type of agricultural food marketing system so

organised that it will enable food of a higher quality to be provided at a lower price by h

improving the level of productivity in agriculture. Finally, certain policies are

recommended in order to improve the defects in the existing food marketing system.

and to enhance the reputation of Iraql produce in foreign markets.

’I'he most important policy recommendations in Chapter 9 are:

With the recent slump in oil prices. Iraq has to leam a lesson | One of the main
conclusions of this study is that the economic planner in Iraq must concentrate on other
sectors of the economy rather than oll. The economic planner should concentrate his
efforts on achieving a balance between agriculture and industry Sucyh policy must be
irnplemented in a logical fashion and not arbitrarily as in the past .
Thus, marketing tends to be regarded as a minor rather than a complementary sector

The marketing process has thus become time-consuming and costly and associated risks

bave increased. To gain the full b_ewnei'it of the industrialisation process, production
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outpuf must flow to the consumer. Tﬁerefdré. attention should be paid to the rdlc of
fnarketlng. although the importance of icnreasing production in both the agﬂcultural
and industrial sectors 1s well understood (Page 1.92j. | |

Mostylraql farmers do not ha&e the means 't;) buy all the inputs essential for
agricultural production. Incentives and agricultural (prerequisite should be made
available and easily aécessible to the fanher at reasonable pﬂces (sée Page 84) . Thus; if
the cooperative movement in Iraq is to ibsucceed. both in g:,conomig and poliucél terms,
more attention should be paid to the level and nature of market derhand. This involves
gathering information about consumers and the employment of competent management

(see-Page 297).

With reference to price stabilisation in Iraq, the researcher believes that an
appropriate balance between supply and demand over a given period for a particular
agricultural commodity can be achieved by introducing effective cold storage facilities
and other storage services. What is needed also is market price information and data to
help in forecasting the availability of a produce, prices and expected consumption levels
(see Page 298),

Incrcasedl government control of the economy has led to a lack of initiative and

freedom In executive management decision-making and this has inhibited the

development of managerial expertise, Variations in harvesting yields caused by external
conditions, combined with an increase in the population, emphasise the urgent need for a
state system for the procurement of agricultural/food products, inventory holding and
the physical distribution of produce. The inércases in per capita income and the
potential increase in productivity made possible by the various means referred to in our
discussion, call for a marketing system capable of handling products in the future and an
appropriate flexibility to respond to consumer preferences (see Chapter 7, Section 3).

It has to be stressed that the food industry in particular suffers from a lack of skilled
management in terms of both expci'ience and education. The governemnt really has to

rely on its Universities to promote the modern concept of marketing. The serious
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shortage of marketing-orientéd executives seems likely to continue for sometime. Thus,
the Iraqi firms need to rebuild their organisational structure. Thelr image and their
attitudes is crucial, since production orientation dominates the approach of most of the

executives in the firms visited (see Chapter 8, Section 1).

At the end of the thesis, Appendices contains case study data, derived from the annual
reports of the firms visited. These appendices provide detailed descriptions of the data,

including the strategy of the government toward agriculture (i.e. Appendix 1).
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CHAPTER 7

CASE STUDIES

Introduction
. The aim of marketing reform in any country farming sector is to remove thg
imperfections in its agricultufal marketing practices. In Chapter!‘ 3 we discussed Iraq's
main agricultural marketing problems, whigh may also affect other developing 7
countries where the same conditions prevail. The objectives of such reform will ll)e
dealt with briefly as most of the problems have been mentioned akeady vin »Chapter ',3, :
In devoting greater attention to agricultural ﬁarketing. more economic resourCes m‘u}s'ti
be applied to improving the necessary infrastructure. The government must make» a
very considerable contribution towards irnpfoving this infrastructure in the interest of
the national economy, since the private sectof will not be able to do so, as the d;‘mrand, :
for these facilities is likely to increase. , | ’
Other objectives are to rescue farmers from their state of dependence and
indebtedness, to improve their weak Bérgainlng power, and give them greater freedom
to sell as they choose, being subject to pressure. If this is done, farmers will have an
incentive to produce more, so that their income will Increase and they will achieve a
higher standard of living. Moreover, they will be able to sell their produce in the
market which is mot convenient to them. When the farmers' position has been
strengthened, their income levels increased, and their standard of living improved,
they will be able to produce according to market éonditlons by making use of more -
detailed marketing information and more modern’ agricultural inputs which will
increase the quality and the quantity of théir produce. In Iraq, as in most developing
countries, improving the quality and quantity of the marketing infrastmcturg. and the
provision of more marketing information is the responsbibility of the government
rather than the private sector. The implementation of such measures is necessary fqr

the general process of economic development, and requires the allocation of

368



considerable resources which the private sector is unable to provide since its prime
concern is to make a profit. - Moreover, the required measures fall within the
. governments social obligations. If the government supplies the necessary resources,
the task is accomplished more easily and the information relating to market
conditions is likely to be more reliable,

Despite the faflure of cooperatives in Iraq to meet farmers' aspirations and win
their confidence, the general dissatisfaction with the existing services, and problems
‘affecting the performance of the Marketing Board (see Chapter ’SG). agricultural
. marketing is to a greater extent based on commerctial prlnéiples than Be'fore. But what
is relevant to mention here is that the government has the power to introduce a new
strategy by which the marketing system would be feformed.

The primary objectives of government intervention in the fleld of agrictiltural
marketing are through its different departments, to increase farmers' or producers'
income, and fo reduce the level of ﬂﬁancial uncertainty through a policy of price
stabﬂlsatlon. As we know, such objectives may be achieved by the government through
the introduction of certain measures such as reducing marketing costs, or
;nanlpulating the supply so that prices rise.! The purpose of government intervention
in most developing countries relating to the marketing of agricultural produce is to
achieve both economic and non—econorhic objectives, due to the tmperfections of
agricultural marketing. This intervention may take the form of regulating and
controlling foreign trade.

‘Government control of the agricultural marketing function can help farmers to get
rid of the influence of middlemen, who are regarded by the government as a profiteering
element in the marketing system, since they exploit the imperfect market conditions
against farmers and in their own favour. Freeing farmers from such influences Wﬂl
enhance their role in the develoﬁment of the agricultural sector, and possible enable

exports to be organised by the government departments involved in foreign trade. By
; .
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exercising control over foreign trade the government can also control prices and thus
retain responsibility for the most effective use of national resources as a result of which
the process of general economic growth is enha_nced. In this way and perhaps by
exploiting the existing comparative advantages, new markets can be opened up, and
new demand may be created. The private sector on the other hand may be unable or
unwilling to take advantage of such opportunities. With an increased level of
government intervention, the positive effeét on the development of land enterprises
and the inanufacturmg seétor is obvious, and this encourages national enterprises to
participate in the local inarket. and by supporting it, improve the quality of its products
enabling them to compete with foreign products.

Foodstuffs are cpnsumed every day, and this presents the marketing of food
products with an advantage which stems from the fact that the rate of consumption
helps to keep current stock levels low, so that labour in the food industry is kept fullyb
occupied. One businessman remarked that the wonderful thing about food from his
point of view is that every one uses it and uses each purchase only once.2

Our aim in this Chapter is to assess the government's achievemgnt relating to
certain costs, so that farmers return on investment is increased through improvements
in the marketing environment, price stabilisation, control of supply and the more k
effective marketing of agricultural produce achieved by economies of scale,

In this Chapter in connection with government involvement in three different types
of produce, we shall examine and assess the value of the gow)emment's attempts to
achieve its main aim, namely to improve the marketing system. The products chosen
in these case studies are used as examples in an attempt to find solutions to the socio-
economic problems facing Iraq in its role as a developing country. The study will
include an analysis of the main distribution problems encountered in the local

marketing system, and to suggest measures which might improve the situation.
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The following discussion highlights the practices of the intermediaries in the

agricultural marketing within the marketing system.

7.1. , ‘The Role of Middlemen

The production of agricultural raw products at the early stage of economic development
i1s regarded as the most important productive economic activity, whereas marketing is
coﬁsldered as a low priority activity (Abbot, J.C. and others, FAO, Rome, 1986, p. 1) ,
Within the national development process, the marketing function has been neglected by
the central planner in most developing countries, and the only emphasis is on
p;‘oductioh and financial activity. This environment has contributed tp the growth of
profiteering by those known as middlement or "Parasites of Society” who exploit the
-backward situation which is characterised in the agricultural sector. This results in
the restricted development and inefficie:ncy in the agricultural marketing system in
particular, adversely affecting not only the agricultural sector but economié
development in general.3 The role of middlemen and their effect on farmers' freedom of
action raises two most important points: first, their effect and influence on the
farmers, and second, the reason for the existence of such influence. The effects on
marketing have been mentioned in this Section when discussing the marketing system,
and in the Section in wheth agricultural credit was discussed. The researcher discusses
these effects in this Chapter which deals with the marketiﬁg system, because some of
the weaknesses in the marketing system are related to the power of middlemen, which
they exercise over farmers, preventing them from being responsible for their own
activities in the mafket. This influence also extends over the farmer's need for credit
which allows the middlemen to keep some Afarme.rs in a permanent state of ‘
indebtedness so that they have to continue to borrow. However, not all farmers are in
this serious posltibn. Thus, the influence of middlemen is most obvious when farmers

are in their debt. When this happens, the middlemen are involved in marketing
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activities to ensure that produce is sold at prices that suit them and from ivhich they
can gain higher profits, which are of course influenced by distribution costs. Such
marketing activities are carried out under their supervision, or by people hired by them
to carry out their instructions. Middlemen are concerned about the cost of these
activitires and their objective is to reduce such costs and also the services they provide.
Relating to the marketing problems mentioned in Chaptexj 3. from which farmers suffer
in the situation outlinéd above, farmers have found in thé ;ast that they are left With a
very small return from their involvement in the agricultural production process. By
and large, middlement gain by controlling farmers' activities in a number of ways.
Thelr greatest advantage is derived from storing produce which they can sell later,
when prices paid by consumers are higher. For this purpose the produce must be kept in
éood condition and individual farmers can not afford to meet the cost involved. Having
created an artificial shortage, middlemen make a profit despite their small
contribution to the marketing process. On tﬁe other hand, there are three functions
that must be considered if their role is to be replaced. These choices are the provision of
capital, distribution/storage and market information, thus their contribution
although apparently small, ma& be considerable. Produce is collected and stored on a
large scale so that even when some of the produce is damaged, the large amounts stored
will compensate for any loss resulting from this situation. Moreover, it may be
Possible to sell to the poor even produce of the lowest quantity. A continuous flow of
produce may be achieved by employing appropriate marketing methods such as
grading, and packaging, so that produée is subject to price differentiation based on
different grades of produce. When improved marketing techniques are employed at the
farm gate, the exposure of produce to possible damage will be reduced and as
middl‘ement. are more familiar than farmers with marketing techniques, this will

enable them to carry out this work more effectively.

372



~The reseéfcher in his capacity as a government official believes that middlemen
usually provide false inforrhation about market conditions, prices in general, and the
demand and supply situation as applied to farme;‘s. The lack of adequate, accurate
information in developing countries leads to imperfections. This situation arises
because, while the communication system is backward, there is direct and continuous
contact betweex_'x the farmers and the middlemen. As farmers are indebted to those
middlemen, they haturally sell their products to them, frrespective of their quality or
prevailing market conditions. Farmers therefore séll to middlemen, even when the
government has set a higher price. Further, fruit and vegetables prices are not always
subject to government regulation. When the price of particular commodities are outwith
government control, consumers {ind these commodities in the market at high prices. |
Farmers are not free to dispose of their products as they choose. The individual
consumer may be prepared to pay a high price for particular commodities if their
quality is of a high standard, especlally in the case of fruit and vegetables. This means
that middlemen may buy only the best quality of fruit and vegetables and leave the rest
to the farmers, who find it difficult to dlspbse of inferior goods.4

As we shall see later in this chapter, it is important to have a modern, properly

equipped wholesale market, where agricultural produce can be loaded and unloaded in
such a way as to reduce damage and loss. Quality also needs to be traced baék to source
so that premium payments are paid to those that deserve them. The possibility of
Investing in a modern container industry should be carefully considered as the basic
raw materials such as wood or chermicals are readily available. This would help to
improve the reputation of Iraq's packaging industry. The researcher believes that the
recently established paper factory near Basrah, shouid be employed as a means of
achieving this end. . ‘

; Middl'ernen have become more experienced and more familiar with the marketing

problems, so they know how to survive and make profits. They had considerable

"(
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political influence before the 1958 revolution, and the enactment of the Land Reform
Law, and they also exerted economic power which persists up to the present time, Their
economic influence was based on the farmer's indebtedness to the lender, a problem
which will not be solved until practical measures are introduced to changé the system
under which credit is prov(de_d. Other reasons fof the middleman's econom;cal
influence are related to the point mentioned above, namely the pre-harvesting sale of
produce which agairi; stems from farmer's financial weakneés. which adi'ersely affects
their stafus. Accérdiﬁgly, offxc;al action in the last ten years has beeri devoted to
removing the restrictions 1placéd on the Agricultural Cooperative Bank, so‘ that more
capital can be divei'téd to the field of agriculture, although this step is npt in itself
enough to solvé the problems in the rural areas. The practices operétéd by the
middlemen in the marketing system constitute one of the factors accounting for the
backwardness of the marketing system and their position in that system has become
increasingly entrenched. The influence they exert in their daily business is not illegal,
so0 it cannot easily be removed.

Middlemen believe that they are entitled to make such profits since, from their
point of view, they face higher risks associated with the uhcertainty which
characterises agriculture, than official organisations are pfepared to take.
Accordingly, they think purely in commercial terms and therefore regard their profits
as representing a return on their venture capital.

Middlemen are presented with pmfit-making opportunities because of the lack of
an adequate infrastructure, such as transportation, warehousing, cold storage, credit
facihtigs for farmers, the limited effectiveness of the food industry, and lack of
provision by the government of the services needed by farmers. Also, with reference to
cooperatives, weak organisation is one of the criticisms levelled against these units in

Iraq. Poor organisation prevents cooperatives from competing effectively against the

'R
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private sector in the marketing fleld, and this situation will continue until cooperative
resources and their marketing is improved.

From chaptexéh 6, we learn that price fluctuations are mainly caused by variations in
the supply of agricultural produce. The researcher is not convinced that the disputes
between farmers and middlemen necessarily have an adverse effect on price levels and
the supply availability. Farmers may be unable to produce a particular product due to
their dependence on middlemen, which may be influenced by a number of factors, such
as the size of farms, the power of individual middlemen and so on, may lead to supply
and price fluctuations. One of the most important measures of market performance is
the extent to which a regular flow of food products to consumers is maintained.

As the Agricultural Cooperative Bank is a government institution, procedural
regulations have restricted its abllity to give credit to fafmers. As a result of its rigid
lending conditions, the bank has had little effect in terms of developing the agricultural

sector. Accordingly, middlemen explo_.it.the defects in the official borrowing system,
and encourage farmers to bc'Jrrow from themselves as a last resort, when they do not
obtatn loans from the offictal sources. Such credit is givén to farmers more easily and
later the farmers find themselves in a constant state of indebtedness. Thus, pre-
harvesting selling is the only way by which some farmers can meet their obligations.
This problems was discussed earlier in chapter two (see problems of agriculture in iraq).
Without repeating the points made in chapter 5. about the role of the Agricultural
Cooperative Bank, it must be emphasised that the social-ties established between
farmers and middlemen, makes borrowing transactions much easier and less time-
consuming. This point is discussed in greater detail in chapter four (see the role of
Agricultural Cooperative Bank). To summarise the situation, the official borrowing
system is not effective enough, the role of the middlemen persists and the practice of

pre-harvest selling continues to operate.
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Thus, on the one hand, borrowing from the private sector is eaéier. on the other, it
provides lucrative business for the middlemen, because they make a profit in two ways
from each transaction, namely by means of the interest rates they charge andthe profit
they make from the practice of purchasing which weakens the position of the farmers
concerned since they cannot sell their produce to anyone other than the middlemen
from whom they have borrowed. If a farmer sells his products elsewhere, such as the

-wholesale centres - through either official or unofficial channels, he will then damage
the relationship built up- over many years. If he continues to do this his reputation
among middlemen may suffer., This can happen quite easily because they are
continuously in contract with each other. He may even be asked to repay all his debt
immediately. * The fear of this happening, combined with the uncertainty which is
characteristic of agriculture, makes farmers reluctant to sell their produce through
other outlets in the marketing system:.

~ Credit from unofficial sources is provided to farmers in advance, whereas under the
official system the amount of the loan is divided into several instalments, so that a
transaction is completed over a period of time and the small instalments can easily be
spent on purposes other than the agricultural purposes for which the credit was made
available. In general, the experience private money lenders have of farmers' problems
enables them to provide their credit effectively and efficiently. This experience has
been gained over a long period, while officials lag far behind in this respect. 5

The conclusion is that private moneylenders have greater expertise than oﬂ'lciel
SOurces. can provide in marketing their credit facilities. Existing social ties between
farmers and private money lenders and the less rigid credit conditions enable the latter
to meet most of the farmers' borrowing requirements. Consequently, farmers become
subject to the control of the private moneylenders who can impose their own conditions

concerning the type of produce to be provided, the farmer having no say in the matter.
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These private moneylenders have the skills, the market information and the
experience required to enable them to assess the farmers' requirements.

On certain occasions, middlemen who wish to obtain supplies, visiting farmers,
sometimes before harvest time and negotiaite to buy crops still under cultivation. They
then revisit the area during harvest time to collect the produce paid for earlier and to
make the necessary arrangements for transport to a place of their choice. It is possible,
then, for the middlemen to operate .as wholesalers or function as buying agents for
wholesalers in the larger markets in urban areas. In the following case studies, we
shall examine the different practices employed by middlemen in the food market. This
Chapter will be divided into three parts, dealing respectively, with the marketing of
fruit and vegetables, dates, and grains. -

7.2, - Marketing of Fruit ;nd Vegetables

7.2.1 Production Areas ;

Fruit and vegetables are grown throug;mut Iraq, but the best varieties of certain fruits
such as oranges, apricots, lemons are grown in the middle part of Iraq. Others such as
apples, pears and figs are grown in the North. Tomatoes, peppers, potatoes, cucumbers,
melons, eggplants, okra, grapes, figs and apricots are the principal summer fruits and
vegetables. Okra, melons and eggplants are the most extensively grown and are in great
demand. Radishes, turnips, carrots, artichokes, cauliflower, lettuce, celery, cress,
oranges, lemons, peaches and pomegranates are the principal winter fruits and
Vegatables.

Vegetables are the main staple food in both urban and rural areas, whereas there is
not such a heavy demand for fruit by the poor sectic;n of the poplulation. Fruit and
vegetables can be classified into highly perishable and less perishable varieties, . The
Perishable ones are tomatoes, peppers, grapes, dates and figs, while the less perishable

Varieties include onions, potatoes, garlic and pomegranatcs. The perishable varleties
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are usually transplanted ét the end of August and the beginmng of September. Fruiting
begins in early November, continuﬁ’xg until January. The less perishable varieties are
alsb nofmally transplahted in November of each yeaf but continue to fruit untﬂ‘as late
as the foliowing Apni. and in genc%ral. the harvesting time lasts from the end of May to
the end of June. ’ |

These commoditiés are mostly produced in the rural areas, within 30—45 km of the
citles. The urban population generally has a much greater variety of fruit and
vegetables in their diet than most of the rural population. Consumption of all the above
varieties in urban areas ‘devpends on seasonal availability. At the present time, Iraq
depends on both locally produced fruit and vegetables, and some imports as there are
sporadic shortages throughout the year. As we shall see later, Iraq may both export and
import sorhe variéties oi' frﬁlt and vegetables in the same year. The researchér believes
this happens because of Iraq's commitment to its neighbouring Gulf States which
export some of the required produce and in addition, some consumers prefer the taste of
different vaﬁéties. However, the amount involved is negligible. Table 1 shows the
quantities exi)orted to the neighbouring countries from 1975 to 1983, tﬁe latest
available data at the time of the reéearcher's visit. It can be seen that the amount
involved h’as' been far frofn constént. For example, in 1975, 1 1.648 tons of vegetables
were exported; dropping to only 5,137 tons in 1985.‘wh11e fruit exports rose from 89 tons
to 229 tons during the same period.

The farmers first prepare the land so that the seeds can be sown. Géneral]y
speaking, each growing season lasts from four to five months. During this lﬁerlod
farmers protéct their seedlings by sheltering them from snoﬁr and other adverse
weather conditions using local material such as wood or leaves from date palms, or,
when the farmer is relatively richer, plastic sheets, although these are primitive
methods. The official list of fruit and veéetable prices issued each week during 1985

included twelve fruit and twenty vegetable varieties. The statistical abstract for 1985
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Table 1

Quantity of Fruit and Vegetables
- Exports and Value 1973-1983 (Tons/1ID)

Vegetables - ; . Fruits
Quantity - Vdue | Quantity Value
1975 11,648 52,854 : 89 ‘
1976 | 40475 211,657 . 99 11'2353'
1977 © | :20,149 - - 926,676 744 116,100
1978 20010 120,262 385 . 77044
1979 | 6907 . 534351. . | 34 . . ‘glggg. .-
133‘1’, - 3’822 .. . 328304 24 4109
1981 e [ . 181450 o er
,_ 1983:_, 5137 465566 ool 2200 o001,
R L ] i e b e A ‘., RN
L Source: - Mtntstry of Agrtculture & Agrarian Refomz. 11983
“’"’“"“f:‘*fw—f—m~~ -Jlf) ‘Z__J\_ \ (- Y ’ A A____Z:»:—"
' '>Table2_ , : e

Area. Yleld and Production of. Onlons. Garllc and Potatoes
, (1981 1985) v

-

Cultivated  Harvested

: : Area Area - - Yield Production

Variety . Year (00 Donum) (00 Donum) Kg./Donum . (00 Ton)

. Dry Onion 1981 723 - - 720 2070 1496

-1982 ... 544 542 ' 2082 1132

1983 ‘ 332 331 . 2156 716

- 1984 - 414 ‘ 410 2340 969

- 1985 798 796 o - 2189 ‘ 1746

Garlic : 1981 - 58 58 - 677 .39

1082 50 50 887 44

1983 34 34 758 26

1984 82 80 - 719 59

1985 - - 117 117 . 787 . 92

Potatoes 1081 215 215 - 4843 1041

1982 ) 201 _ 201 4631 ‘ 930

1983 208 208 5036 1046

1984 ¢ ' 289 289 © 4138 1196

© . .1985 349 340 - 4283 1486

e A e e e e O M A 3 T n— e s

Source: Ministry of Plarmtng. Annual Report, 1985 .+
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shows that the cultivated areas in that year for tubers and bulbs, legumes, and vegetable
varieties totalled, 126,400, 144,500, and 1158,0000 donums respectively, which
together represent only 0.04 percent of the total area of 48 million donums suitable for
agricultural cultivation throughout the country.  This is In keeping with what we
mentioned in Chapter: 4 that the area under summer cultivation is stricutly limited,
and is even less than the 4% oﬂ‘icial figure (see Tables 2, 3 and 4), while the total area
ocupied by fruit trees was 757,000 donurns. 0.02 of the total area (see Table 5), Both fruit
and vegetables production are far below the needs of a country which has 48 million
donums suitable for cultivation, only 2 million of which have been devoted to fruit and
vegetables which account for 30% of total agricultural production. The grain case study
| reveals that only 26% of the total area is devoted to cereals.

It should be noted that about 70% of vegetables are constimed fresh during the
season. In the off-season, dried or canned fruit and vegetables which are produced by
synthetic methods are consumed their prices being relatively lower than the fresh

varieties . (see Appendix 3&4) " Both Tables show the increased demand for fruit and
\ . : E

vegetables during the period 1979-1984, which indicates an improvement in the general

standard of living, a fact pointed out in Chapter 4 in which reference was made to an

Increase in capita income with a resultant improvement in people's qualify of life.

7.2.2 Marketing of Frult and Vegables in the Local Markets
The harvesting period for most vegetables lasts about forty days, vvhereas fruit picking
1s spread over a period of 'up to three ‘mon‘ths. taking into account the deliberate policy
of leaving the fruit on the trees as long as possible togaina very high price when fruit is
removed from the ofﬁcial price list.

Fruit, which has been carefully selected is then taken to the market. The fruit and

vegetables such as onions carrots and tomatoes, after washing or leaf remova.ls are

usually packed in locally made baskets or gunny sacks and transported to the

oA
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Table 3

Area, Yield and Production of Legumes in 1985

Culttvated ' ' » Harvested
o : . - Area Yield Production | Area ‘
Variety (00 Donum) (Kg./Donum) | (00 Ton) (00 Donum)
Dry Broad Beans 244 194 48 235
Dry StringBeans =~ | -~ .. 290 . 220 .- B . 29
Chick Peas 591 191 113 - 591
Oats B L2860 264 7 .26
Lentils _»‘ R I 212 o 176 -37 . So212
. GreenGram . 3843 ) 182 . 63 . . 330 -

k]
.

: e . - o -
. Ty e i

Table4_ N o e
Area. Yleld and Productlon of Vegetables in 1985

: Cultivated . ’ | Harvested -

- s e e e mmm———
B —_—

Area Yield Productton Area
Varlety Lo (00 Donum) (Kg./Donum) | (00Tory | (00 Donum)
Okra .. 787 ‘ 1852 = 1627 .. 871
Tomatoes ) 1910 ’ 3203 - 6118 - 1895
Onions, Green 401 , © 2570 1030 400
Beans, Green 63 - 1432 90 63 - .
Broad Beens, Green 865 1079 934 849
Squash-Kosha : 214 . 2308 494 212 -
Eggplant 556 4184 2325 550
Pepper (green) 171 © 2281 390 . 170
Green String Beans 572 , 1363 780 566
Melon S 1 1604 2708 4345 ~ 1589 -
Water Melon 2186 3463 7568 2143
Cauliflower . 24 3801 91 . 24
Cabbage ‘ 31 ; 3425 105 31
Lettuce ; : 122 4902 601 122
Spinach ‘ 24 2301 56 24
Swiss Chard ; 82 2184 179 82
Carrots - : 45 . 3955 178 45
Cucumber 1837 ' 2233 4105 1815

So .
uree: Minisby Of Planning. Accumulative Statistics, 1985
Table 5
Number of Orchards and Trees by Kind in 1985 (000)
' . Total o Rural o Nooof Urban Noof
No. Na No. No. Area
Kind of Culttvation =~ - 'neg Donum Omi?.ard.s Trees Donum Orchards | Trees | Donum | Orchards -
D“‘ i Palma only 10098 232 88015 | 7728 | 171 | 65358 | 38270 | e1.]| 22657
trus Trees o 217 - 739 201 - 667 1] - 72
P'ﬂm' & Citrus 3705 a3 9231 | 2607 26 6678 | 1008 7 2553
Palms & Deciduous Txeu 12528 117 26078 | 9579 87 | 10253 | ‘2049 | 80 6825
Deciduous Trees onl, 41559 132 47986 36733 114 39505 4826 18 8481
Mixed 28638 198 20814 | 22777 157 | 22380 | ss61| 41 7425
Foreat : 27005 | = 45 8426 | 22648 40 7684 | 4357 5 742
Total 124650 757 210289 (102273 595 161534 22377 162 48755

Source: Ministry of Planning’s Annual Réport 1985 38 ]



wholesale market, usually in or near the city centres. Thus, basic processing is carried
out by producers themselves, and no labour costs are involved at harvest time. Farmers
themselves have to pay for the packaging materials and transportation. If the products
are shifted by agents or friends, then their commission is paid later from the net séle.
But each farmer is paid according to the nﬁ'rﬁBér of packs or sacks he delivers. Carrlers
may be either friends or private drivers wroking for wholesalers or middlemen to
whom the farmer is mdebfed. As an official explained to the researcher, such
wholesalers are aware of the importance of human relatlonshlps. He pointed out, for
example, the farmer may charge his breakfast against the wholesaler's account.

It may be useful at this point to discuss how the packaging of fruit and vegetables is
carried out, to show the primitive methods used to bring agricultural produce to the
wholesale market. Most of the produce is packed without classification according to
size, Moreover, some of the produce is taken away in heavy sacks and piled into the
transport vehicles. As may be expected, much of the produce is therefore damaged,
whereas packaging the produce properly, graded according to size, could reduce
transprot costs. By improvising packaging standard, absolute cost would be increased
but because the added value, the cost per unit transported would decrease. In general,
the produce is not packaged properiy. fruit and vegetables being transported to the
wholesale market packed in many different ways, and the packaging procedures also
differ from region t§ region, depending on the material available locally. This point
will be emphasised in our case study, dealing with the marketing of dates, for which
Purpose palm trees provide the raw material for packaging. This material, in fact,
could form the basis of a flourishing packaging industry in Iraq. The following is a
brief decision of the type of packaging normally used.

' Sacks made of wool are often used to move fruit and vegetables to retailer in the

local markets. They are used mostly for carrying oranges, apples, eggplants, onions
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and potatoes, that is, for the firmer type of fruit and vegetables. These sacks are used
repeatedly without being cleaned.

Baskets for carrying produce are usually made of woven willow or palm material,
They vary in size and are shapted so that they can carry produce weighing bet&een 35
and 40 kg. In the Northern part of Iraq, py;'amld-shaped containers are used for
Packaging all kind of fruit and vegetables. In Central and Southern Iraq these baskets
are round or rectangular and they are used for packaging most vegetables, especially
tomatoes. In general, these methods of packaging, especially since produce is not
classified, are not convenient and the proportion of produce that 1s damaged is quite
considerable. The weight of the produce carrled in each basket means that the smaller
varieties are damaged. Smaller baskets would keep the produce in better conditions,
soxhe are lined inside, so that they can be used more often, so. that in the course of time,
they are in a filthy state and without adeqﬁate ventilation, produce kept in them for
any length of time is badly affected. If these containers are not cleaned, the next
produce put in them becomes infected. Another disadvantage is that the shape of such
containers means that available transport space is not used effectively, so that both
transport and storage costs are increased.

In an attempt to reduce packaging costs, farmers also use sacks made of plastic
netting to carry all kinds of fruit and vegetables. Obviously, the damage caused by using
this method of packéging is very considerable. The cost of packaging is low because this
material is cheap, but the damage suffered by the produce outweighs this advantage.
The researcher believes that farmers should be educated so that they understand that
the packaging and transportation methods appropriate for certain kinds of produce are
not suitable for other varieties. But farmers know that they can sell their whole
consignment, mcludmg poor quality produce. A grading system would prevent retailers

from having to sell damaged produce and conumers from being forced to buy such

produce.
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Recently farmers have begun to use plastic boxes. The researcher believes tﬁat these
plastic boxes are better than the wooden ones currently used especially if they are
washed and the produce is properly graded.

The wholesale markets are established by the government. The produce is brought
to these centres between 5.00 a.m. and 7.00 a.m., and is then sold by auction to a large
number of wholesalers. Those wholesaler usually bid for an entire consignment ora
lorry load. The wholesalers themselves grade what they have bought in each
consignment, then distribute the produce to the retatlers. In general, f the produce has
to be transported elsewhere, the journey could take up to thirty-six hours before the
produce reaches its final destination. This was the case until 1974. In March 1974,
responsibility for the marketing function was taken over by the "GEMFV", the "General
establishment for Marketing Fruit and Vegetables", established by the "Rcvolut!.onary
Command Council” in an attempt to control the market. This government department
become the sole diétributor of fruit and vegetébles in Iraq, with eighteen branches
throughout the country's govemorate; héndling this function. According to the law,
GEMFYV has the authority to import what is necessary, in other words, to close the gap
between demand and supply by importing as required. Being administered by the
Ministry 6f "Agriculture and Agriarian Reform", it has no profit-making objective.

The present government's aim is to increase the availability of fruit and vegetables
for consumers. Thus. its involvement in marketing and distribution has become a
critical element in solving the food problem. Important factors affecting the
avaflability of food are population growth, migration form rural to urban areas, and
rising income levels, The'der‘nand for fruit and vegetables has increased considerably,
barticularly since the large increase in oll revenue, all of which is providing
opportunities for increasing production at hpme and importing from abroad. As rising
demand pushes prices up, farmers have a greater incentive to increase prodﬁction.

However, agricultural output has rematned almost constantly or even below the
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demand level, and given the seasonal fluctuations which occur as a result of changes in
weather conditions, this has exacerbated the problem, also adversely affecting the food
industry. All of these factors apply to Iraq, and the successive steps taken by GEMFV
have fafled to overcome the problems in the fruit and vegetable market. This supports
two parts of our hypothesis, namely, that the main factors affecting the food industry
supplies and the subsequent state of marketing are rising income levels and the
migration of rural people to urban areas.

'n'ansporting produce to the wholesale market has continued to be carried out just
as it was before GEMFV was established. The transportation charges seem to be too
high. The cost estimated by the researcher following his meetihgs with officials 1s ID10
per ton for transporting the produce a distance of ten km. from the production areaé td
the regional wholesale markets lrrespéctive of type of product. When the produce is
delivered by a private carrier known fo the farmer, the latter is responsible for
collecting fhe payment for goods pumhésed and for returning the empty boxes or sacks
to be used for other consignments. Little attention is paid by farmers to washing or
otherwise cleaning such containers, since they know that their produce will be bought
Irrespective of the packaging conditions, which so often make the produce filthy.

In each govérnorate there is a wholesale market, and in Baghdad, there are three,
sited in three different locations, at the main entrances to the Capital. All of these
markets are supervised by the government. Each has a number of offices for receiving -
kthe produce from farmers for which facility 2% of the total value of the consignment is
charged by private dealers. In each office there is a wholesale merchant who in turn
sells the produce to the retailers. These offices are operated mainly by the private sector
and only to a Isight extent by the public sector which implements the government
policy of buying produce directly from farmers. The private offices are hired from the
authorities on a yearly basts. The pubiic officies charge farmers 4% of the total

consignment value. Consequently, farmers are very reluctant to sell to these officies
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and only use these offices when their produce is not bought by private officies. It is
clear, therefore, that these offices do not operate efficiently, their share of the
marketing being derived from the output of cooperatives whole produce is then dls‘posed
of in shops which are also run by the public sector. One may, therefore conclude that
the weakness in the marketing system associated with government intervention is that
it 1s based oﬁ the wrong principles, which will be discussed later in more detail. -

As the lots auctioned tend to be large, the retatler is often uanble to buy what he
wants since retail units are usually small-scale businesses offering a limited variety of
productS. Retatlers are responsible for transporting the produce they buy to their‘shopS.
which are usually open from 8.00 a.m. to 9.00 p.m. They normally work alone, or with
their sons, asking for a neighbour's Vasslstance only when there is some special job to be
done such as ﬁnloading the consignment, or when a persogal undertalfdng has to be
completed. These shops are rented from the local authority on a yearly basls. so that a
licence signed by a council official has to be renewed every year. Their shops are located
on either side of a narrow street used for shopping purposes. These streets are filled
with litter by the end of the day. The local government authority searches the market
during the day to prevent unlicenced retailers or hawkers from displaying their fruit
and vegetables on the pavement or peddling their wares from a cart. Retailers always
prefer to sell the best quality of fruits to their regular customers. The prices usually
remain constant from the start of business until four o'clock in the afternoon.
Thereafter, they dispose of ahy unsold produce at reduced prices, partly because it is
usually of the poorest quality, and partly because they wish to go home and repoft the

“day's earnings and then prepare themselves for returning to work the following
morning. The convenience provided by retail shops a;'1d the low income of the
consumers and the existence of refrigeration facilities enable retail business to survive.
But also there are other social reasons which encourage consumers to patronise small

neighbourhood shops. Such shops are small centres of traditional culture affected by
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external control. Society in Iraq is characterised by the family unit and small, close-
knit communities, In general these social conditions have an effect on modern urban
life. Thus any thing that threatens to undermine or change that social structure is
likely to be resisted. -

These attitudes are very significant for the survival of the small retail shops, which
help the consumer in two ways. First, the consumer with a low income is able to make 7
better use of his money since he cannot buy in bulk, and secondly, the orgaxnsatibnal :
pattern of the consumer's social life is preserved and strengthened.' For exaniple. when
a housewlfe makes her daily shopping. trip, she meeté her neighbour and in general, the
env;ronment of the neighbourhood shop is friendly. In other worde. the small shop
provides consumers with an oppoftumty to meet other members of the community to
which they belong. Howew}er. the Iraql consumer does not ignore economic
consideratioﬁs. In fact, a considerable proportion of the migrants to urban areas enter
universities in an attempt to improve”the quality of life. This leads us 1-:0 assess the
success of the supermarkets which the government has contemplated to spread
experimentally on a wide level throughout the country. Although this issue is not
centrel to our study area, the researcher mentions this point of view as a suggeetion for
further study.

In Iraq, summer is the season for vegetables and winter is the season for fruit.
Accordingly, fewer vegetables are grown in winter, and therefore they are more
expensive. According to the available official data, prices can increase by as much as
seventy percent. It is estimated that primitive handling, inadequate services, bad
weather conditions, damage and Wastage account for up to thirty percent of the price
differences. .

Ensuring that retaflers sell produce at appropriate prices is the most vital problem
encountered by both consumers Aand government officials. There is a clash between the -

officials' wish to protect the consumer through price stabilisation, and the retailers’
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wish to achieve high profits. “ For ﬁqth retailers and farmers, fugh prices constitute a

successful market and this is the main problem of marketing in the long run. But the

researcher believes that the absence of effective price contrb} is the crux of the problem.,

Without such a poliéy.,both partiés try to use the market situation to suit their own
interests, thereby making the cohsumer's position more ’vulnerable. Pricé control

nughf ensure that both producers and consu;ﬁers receive fairer treatment.

Dgspite the price increases of the last twelve yearé. retailers probably retain less
than 40% of the prices j)aid by the consumers, althoi.xgh tﬁe latter still cbmplain that
these are too high. When prices double profits also increase. Based on studies by the -
"Higher Agricul‘tural Council” relating to profits in the retail market in the Capital,
Baghdad. Table 6 shows retailefs' proﬁts on a pumber of important items for the
country as a whole. However, the researcher believes that these figures do ﬁdt show that
profits at the retail level are too high; bearing in mind thaf the number of fetéilers. is
over_3;000. Moreover in view of the differences between wholesale and retail priées.
one masr Judge that the prgﬁt margin' for an individual retaﬂ:r 1s not great; especialy
since the retailer -ls responsible for transport costs and other overhead expenses. To
brovide an acccurate and comprehensive picture, the researcher obtained a list of
wholésale and retail prices for Deéember 1984, 1985 and 1986. These prices‘arc shown
in Table 7. The differences bet§veen the two prices for the available fruit and vegetables *
ranged from 10-20% in those three years which is a surprisingly low figure. Production
costs increased considerably by between 20-30% during the same period.® Thus
business operations seem to have become less profitable so that retailers found it
necessary‘to resort to uhofficié.l pﬂces. The situation is Simﬂar in other governorates.
Table 8, ‘for example, shows the available wholesale and retail prices of crops in the

Diyala governorate in Central Iraq in December 1986. The percentage differences

between these prices are also 10-20%.
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Table

6

Retail Profit in 1985 - Various Fruits and Vegetables

et

Table

7

Total Profit Quantity Sold Profit Per

Variety - (D) (000 Tons) - Ton (ID)
Potatoes 900 45 20
Melon 1644 247 6
Cucumber. 4368 g1 48
Tomatoes 6825 - 273 25
Okra 1976 26 76
Eggplant 4116 49 84
Kosha 1900 19 100
BigBeans 1218 - 29 C 42
Dried Onion ' - 5700 57 100
Pepper - - . 900 9 - 100
Reference: . , Ministry of Agriculture and Agrarian Reform. HAC Study No 208

e y March. 1974, 1985 . , e

e GRS ”Hiw— o — — ———

Wholesale and Retail Prices of some Agricultural Commodlt!es
v , 1984-1987 (Fils. Kg.)

, 1984 - 1985 1986
Commodity Wholesale Retatl Wholesale Retall | Wholesale Retail
Tomatoes 470 550 400 . 460 400 460
Potatoes 210 250 210 250 250 300
Dried Onion - 250 - 300 200 250 250 350
Cucumber 350 400 480 550 300 350
Eggplant 300 350 150 200 300 350
Pepper 350 400 "~ 380 - 450 300 350
Grapes 670 750 700 800 700 800
Pomegranate 430 500 430 500 - 300 350
Lemon 600 700 480 550 900 1000
Oranges 600 650 650 700 470 550
Sweet Grapes 470 550 550 650 550 650
Apple ‘500 600 500 600 - 400 500
Source; " ‘

Ministry Qf Agrlculture. 1986

: Table

- .__....._a._..n-

8

Wholesale and Retall Prices in
Diyala Governorate, December 1986 (Fils./Kg.)

Commodity Wholesale Retatl
Dried Onion 300 350
Cucumber 230 280
Pepper- . 200 250 -
Potatoes 250 300
- Okra .. . 340 - 400
Grapes 520 600
Apple 320 400
Pomegranate " 280 330
Orange 520 600
Sweet Lemon 420 500

Sources: Mintstry of Agriculture and Agrarian Reform, Annual Report, 1986.
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The researcher believes that price differentials are faily similar from year to year
which suggests that in any given year, prices may be set by adding a small percentage to
the previous year's prices. Moreover, since prices are approximately the same in
different governorates, there is no incentive for farmers to dispose of their products in
other markets because of the additional transport costs involved. According to the
above figures, retailers in most cases retﬁiﬁ much less than 40% of the prices paid by
cohsumers. Any extra profit is gained by middlemen or wholesalers. The large number
of wholesalers in the market is a reflection of the high level of profit to be gained.
Wholesalers can jointly ensure that pricés paid to farmers are reduced while those paid
by retailers are increased so that eventually the consumers suffer. They are able to do
this even thoﬁgh they cannot afford to make purchases every day because they operate
on the cartel principle. One official admitted that an unofficial wholesale niarket -
exists due to weakness in the official control system. From conversation with various |
respondents, the researcher estimates ;hat the turnover by a one-man retail buéiness is
about ID20 a day. = Although the hroﬁt margin retailers or wholesalers make is not a
main concern of this study, the researcher believes that unofficial prices prevail in the
market for many reasons. One factor, which we mentioned in the previous subsection,
is the absence of an effective, official pricing policy. Another important reason, thke
most important in the researcher's opinion, is the grading problem. The two prices
imposed by the authority are related to the size and the quality of the produée on offer.
But in actual practice, deviation from the official prices can be introduced through
manipulation within the two cla#stﬁcaﬁons. The researcher bases his statement on
the fact that retatlers usually keep the largest and highest quality products for their
special customers who are prepared to pay a higher price for good quality, while most
consumers are off&ed poorer quality produce at the official prices. Top quality items
are usually kept under the counter, the remainder being displayed openly, or offered at

the two official prices. From discussions with officials and reports presented by
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government inspectors, the researcher has concluded that unofficial prices at retail
elvel are higher than the ‘prices set by the authorities. and that manipulation of the
grading system is reSponsible for these differences. ln effect, therefore, the official
price policy cannot be implemented eﬁ‘ectively. A study of the list of official prices
suggests that these prices are set to provide a slightly higher profit margin than was
avaflable during the corresponding period of the previous year. Thus, prices are set in a
rigid fashion, they are unrealistic and they do not take into acéount increased costs of
cultivation, transpoftation. packaging and so on. All these factors affect the market
situation so that consumers' interests are not served. Other factors that cause prices to
be high are the increase in per capita income and the degree of elasticity relating to the
provision of agricultural produce. Consufners are prepared to i)ay rnore for good quality
produce, despite being aware of the official prlces.ﬁ‘ o o e |

In the Capital, Baghdad. there are three main collecting stations where processing,
standardisation andﬂ weighing of fruit ad vegetables take place before they are
auctioned. Bidding is usually foi' a lorry load and payment\is tnade in cash The sharp
decline in productivity during the last thirteen years led the govermnent to extend its
intervention in the argricultural marketing sector Tables 9 and 10 show the quantities
of various vegetables and fruit respectively from 1979 to 1984. Table 11 shows the value
and quantities of fruit and vegetables imported during the period 1980-1984. Despite
the government's desire to curb imports, the ﬁgures indicate that Iraq spent a huge
amount of i‘oreign e'xchange}to' ensure that an adequate s‘upply of fruit and vegetables
was available in the local market as the level of agricultural production declined. The
statistics also show that imports of fruit and vegetables rose from 603 853 tons in 1973
to about one and a half million tons in 1976 - As domestic production fails to satify
demand, the government is forced to increase the level of imports.

There is no competition between foreign and domestic 'pi'oducts in terms of -

avallability since the level of local production does not meet existing demand. But
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Table 9
Quantity of Vegetables Imported, 1979-1984 (Tons)
| | . YEAR |

Commodity 1979 1980 1981 1982 1983 1984
" Potatoes 3162 17819 ‘| 13646 31407 6918 5765
Tomatoes 1297 | 10672 18344 3180 - -
Dried Onion 405 2594 | 3784 36151 4055 3541
Garlic =~ . | 179" 72 | - 425 20 -
Eggplant - | 681 576 |..-1924 1415 - -
Kosha™ -~ 1049 | ..1203‘°| - 2436 1408 - -
Beans, Green 385 | ' 292 " 179 - - -
" Pepper, Green o430 | . 709 -.335 . 365 - -
Cucumber. -~ | 303 | 367 | 2094 1694 - -
____ Total ~ 7891 '34304! 142742 | 76045 | 10993 ' | “93Q§
@Source- Mmtstry Ongrlcultu.re and Agrarian Reform Annual Report. 1984
) ; e AB\J Ny \\\) \ ‘ :g
Table 10

Quantlty of Frults Imported. 1979—1984 (Tons)

Commodity 1979 1980 1981 1982 1983 : 1,984
Apples 63372 91380 98006 83294 3710 No Import
Bananas .. 29728 | 38227 4967 . - - ;

Oranges 3668 46058 58233 31600 340

Lemon 3097 5018 | ° 2552 1083

Grapes 2926 10535 2841 1431

Peach 396 . 8717 3056 3938

Apricots 237 | 320 - -

Total : © 103424 200255 169655 121346 4050 S e

Source:  Ministry of Agriculture and Agrarian Reform Annual Report, 1984.

e

: Table 11 -

Quantity of Fruit and Vegetables Import (000 Tons) and
Value (000ID), 1980-1984

Crops | o 1ssov 91931 ” 5982 vl ngsav 01984V
Vegetables 343 5201 | 420 5.162| 760 6.080 | 11.0 6500 | 93 513
Fruits 2002 39.000 | 170.0 . 256 | 121.0 24.600 | 4.0 5180 | - -
Total 2345 44201 | 2120 306 | 197.0 30680 | 150 11680 | 93 513

Sgurce ’I'he Ministry of Agriculture Annual Report 1984

[
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when both varieties are available in the market, most consumers prefer the foreign
products, particularly fruit, due to the efficient system of grading and they are
threrefore prepared to pay the higher prices charged for imported commodities.
Moreover, most Iraqgis believe that the quality of imported canned foods is better than
that of local produce, although local firms engaged in the cam;ing industry endeavour
to ensure that thetr products conform to the standards achieved by imports. Towards
this end, the "State Enterprise for Canning" required more vegetables for off-peack
season consumption than are available in the peak season, thereby reducing the suppiy
of locally produced vegetable; for the population at large. This stiuation is in keeping
with the account provided earlier of the limited extent to whcih local industry depends
to a very great extent on domestic production for the raw materials reciuired for thetr
processing activities. |

Table 12, for example, shqws the quantities of locally-produced tomatoes u:?ed i:or
makking tomato paste from 1980 to 1984. The average amourit was only ﬁﬁeen; percent
which indicates the poor cjauality of the domestic product. This percentage shouid be
quadrupled by increasing the quantity and improving the quality of domestnic
ﬁroduction n Iratj. This would stréngthen thé competitive position df the canned food
industry and ejctend its market potential. The food processing industry would in tﬁm
provide a wider market for local agricultural produce which would enabie the Industry
to maintain continuous production. Therefore, the cahning industry has become a key
factor affecting marketing operations in fruit and vegetables throughout the country.
Table 13 shows the quantities of various agricultural products which are supplied for
canning purposes. The Table shows that some local varieties are not used because vthe
supply is madeduate. As a result, the capacity of the food proceésing industry is under-
utilised, ' | ' |

There is a distinet lack of the technical knowledge required relating to the haﬁﬂing

of agﬂcultural products during the delivery process. Produce is loaded and unloaded by
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throwing it on and off lorries so that some of it is damaged. About 70% of the produce
sold in the market is of poor quality and unprocessed, and in the hot ‘summer and cold
winter seasons, the situation is exacerbated, and between 25% and 30% of the produce'is
lost completely ‘These percentages are based on the researcher's own obsewation and
information obtained during the interviews he conducted. Thus cooperation between'
the government farmers. and processing firms'1s required. - It is essential that the
marketing system should be improved to reduce the amount of damage caused by
inemcient methods This could be achieved if the authorities ensured that appropriate

equipment was used for handling the produce in the wholesale markets :

. e e e ¥ e e ST e £ 7 U U U

Table 12 - S o "““:-“‘“‘*-—~—’—~——-~--.eim

Volume of tTomatoes Processed for Paste (Tons), 1980—19é4 ‘
. . N »

Quantity Used of - - @Quantity of © Paste as %
Year Tomatoes Tomato Paste by Volume
1980 41628 ’ 5947 . | 14
1981 . . 46083 7180 . : : 16
1982 29299 R 4046 14
1983 v 1593 277 17
‘1384 ' ‘ 7 44439 6180 14
Total 163042 23830 - | 15

Source: ' The Ministry of Agriculture Annual Report, 1984,
* Table 13 ‘ B T

Industrial Demand for Fruit and: Vegetables Production
. 1976-1983 (Tons)

YEAR

Variety 1978 1977 1978 1979 | 11980 | 1981 1982 1983
Tomatoes - 42208 8883 60244 | 40025 | 41628 | 46083 29300 1503
Big Beans - 211 45 340 201 676 107 33 241
Eggplant - 38 568 309 175 | | 781 69 229 549
Apricot 38 21 . v - .20 20 . -
Beet-Mosul 24392 44888 48180 17416 || 21246 | 12631 5767 -
Beet-Sulymanta . 21875 10722 14334 9113 . . .
Beet- Maysan 126342 126837 | 200653 | 230814 |289983 | 14776 | 1110304 | 82025

——
Ll

Source: The Ministry of Agriculture Annual Report, 1984.
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The grading process itself represents the first of the stages by means of whichv
wholesalers and retailers can circumvent the purpose of the official pricing list.
Grading is undertaken either by the farmers or by middlemen who first select the top
quality produce. and then grade the rest into first and second class categories. The best
produce is usually sold- through unofficial channels at high prices. The rest, whcih is
disposed of through official channels is transported to the wholesale markets. Farmers
or middlemen pack the produce in sacks or plastic boxes, with containers holding the
best produce on top, covering the poor quality products. in order to impress buyers.
hoping thereby to sell at higher prices This is a primitive grading systern as that price
control cannot be Jimplemented effectively The above practices are usually pursued in
. relation to fruit and vegetables rather than other produce such as grain or dates. The
grading in effect usually involves simply dividing available produce into two lots
according to size, and this is normaly carried out on the farm.‘ ‘Moreover. when
retailers buy the produce, they will grade their purchases to suit their own interestsso
that they can ignore the oﬂ‘icial prices The retailer will select the best produce and sell
it at unofﬁcial prices for his regular customers. He then sells much of what is left at
first class prices and he may also sell damaged produce at second class prices 'I"hus
grading is a means by which people involved in the distribution process achieve a high
level of sales, thereby increasing their profit. especially in the case of fruit and
vegetables. when the demand is elastic.r 'l‘he govemrnent introduced some measures in
an attempt to control the grading system so that price regulations at both retail and
wholesale levelswould be observed. But these had little effect on the private sector. S0
that high wholesale and retail margins still prevailed. | » k _

It appears that grading is based on only two factors, namely quality and size In the
case of grains, there are no clear criteria for grading the crops ’I'hus both wholesalers
and retailers of fmit and vegetables have a marketing monopoly. especially in remote

areas, which leads to exploitation and market speculation, and wholesalers have
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become the most powerful link in the marketing channel. As we demonstrated earlier
in this Chapter, wholesalers have a strong influence over farmers, largely because
farmers are unfamiliar with market conditions, a situation which also applies to
marketers in the public sector. The researcher believcs that what is required to
overcome this problem is a thorough study of marketing conditions in terms of product
availability demand and supply Such a study should be undertaken as a matter of
urgency by people who are knowledgeable in the field of agriculture and pricing policies.

The grading and pricing systems, as currently operated are not eﬂ'ective . The pricing
mechanism was discussed in greater detail in Chapterls'. '

Tne exercise more ‘effective control over vital suppiies. the "Baghdad
Administration For Marketing Fruit and Vegetables (BAMFV) was established by the
Revolutionary Command Counci, by Decree Number 6 in 1969, to operate as part of
"GEMFV", Its function is the marketing in Baghdad of locally-produced or imported
fruit and vegetables. Baghdad, which is the Capital, and the largest city in Iraq, had an
estimated population of about 5 million in 1985 The "BAMFV" is the main branch of
the "GEMFV" throughout the country, but the lack of skills and managerial experience
in this organisation has created additional chaos in the marketing system, as an
additional administrative tier has been established, thereby Increasing the cost of
distribution, Accordingly, the department did not achieve the govenunent's objective,
Moreover, inaccurate assessment of the demand in the capital caused rnany problems.
For example, certain items were unavailable in the local\market as the autnorities .
restricted imports. As a resdlt.'people were deprived of such produce and snbseqnent
measures such as obtaining Supplies from other governorates exacerbated the problem.
Table 14 shows the anticipated demand for fruit in Baghdad, and Table 15 shows the
anticipated demand for cextain vegetables in the same city during the period 1980-1989.
The difference betw'een estimates and actual demand is clear. For example, Table 14

shows the antictpated demand by the BAMFV for fruit in Baghdad, and Table 16 shows
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Table 14

Anticipated Den{and for Fruit in Baghdad
- Only from 1980 to 1989 (Tons) .

Source:

Ministry of Agriculture and Agrarian Reform. Study of Wholesale ’h‘ade

- Market,  February, 1980, p. 60.
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o © ' Quantity at .
‘ T o -" National Ratio to
The Year - Quantity .- Level Total .
1980 ' 63223 . 113,000 B85 |
1981 . 63551 . | . 94700 - er .
1982 (L 63,788 N © 92,200 - 690 \ -
- 1983 . 64,051 175600 - . 36 L
1984 64,322 202,300 - 32
1985 . T . 64,634 185,400 - .. .35
1986 ... .~ © .. 64,857 . 201,000 = .. » 32
1987 .. . 65,080 - -216000 - ..  ..30
1988 . -+ 65,303 ~.223,000 29
1989 - 65,526 ‘230000 : | 28
e e e e e e et e s e st M“““"::‘*-—*""""‘""——_—'
/ Source: ‘Mtnistry of ’n‘ade'Annual chdi't {1980 e I SR
T ———""""""Table 18
Anticipated Demand for Certain Vegetables
In Baghdad until 1989 (Tons)
Commodity 1980 | 1981 | 1982 | 1983 | 1984 | 1985 | 1988 | 1987 | 1988 1989
’romatocs 8301 | 8881 | 9504 |10169 |10881 |11642° | 12142 | 12640 | 12840 | 13040
951 | 1081 | 1089 | 1165 | 1247 | 1334 | 1434 | 1440 1650 1650
ﬁ:nt ' 1211 | 1206 | 1387 | 1484 | 1588 | 1699 | 1750 | 1830 1800 1910
Kos 649 695 743 796 | 851 911 960 | 1080 1120 1170
1647 | 1660 | 1885 | 2017 | 2157 | 2810 | 3000 | 3200 3350 3500
Pcvpem 419 | 447 479 512 B48 | 587 610 | 650 680 720
Onion 3621 | 3874 | 4145 | 4436 | 4747 | 65079 | 65279 | 6679 | bBO79 6500
Garlic 120 128 137 148 157 169 180 185 -195 205
Spinach 1260 | 1349 | 1443 | 1545 | 1652 | 1769 | 1870 |- 1970 2070 | 2370
Beet 355 | 380 408 | 435 | 468 502 832 | 660 600 640
Carrot 200 214 229 245 | 262 281 300 320 340 360
Lettuce . 402 430 | 46l 493 527 664 | 594 | 620 660 710
Potatoes 8176 | 8749 | 9361 [10018 [10717 |11467 {12067 | 12660 | 13060 | 13660
Cucumber 1972 | 2110 | 2258 | 2416 | 2 2766 | 2800 | 2900 | 3100 3400
Water Melon . | 44728 |47859 |51209 |54794 |58620 |62733 {63000 | 63300 | 64000 | 64500



~Table 186 -

Antlcipated Demand for Certain Vegetables in Baghdad
‘ Until 1989 (Tons)

Commodity 1980 1982 1985 1986 1957 1988 1989
Tomatoes 8,301 | 9,504 | 11,642 12,342 | 13,007 | 13,730 ] 14,260
Okra. - . - 951 | 1,089 1,334 2,154 | 2,854 3,804 | 4,804
Eggplant . 1,211 | 1,387 1699 { - 1,809 | 1913 2,016 | 2,126

- Kosha.. . ..|...649| -~ 743} 9111 1051 1]. 1103 1253 1. 1,303
Beans S 1,647 1,885 | - 2,810 3,550 | . 3,690 3,870 | 3,900
Pepper .- .| . -"419} 479 | 887 | . 527 563 | . 595| 625 .

« Onion 13,621 4,145 | 5,079 5,411 |- 5,721 5,992 6,245
Garlic S ~4 120 187 | ¢ 169 181 +190 201 - 218
Spinach- % 1,260 1,443 | 1,769 | - 1,883 1,980 |..2,083}1 2,173

- Beet - 1. 355 .406 |+ 502 538 * 569 | - 585 611"
Carrot - 7|17 ::200 | 229 | 281 .-.3001 345 ) 363 377
Lettuce : 402 461 | 864 | - 601} 662 |- .717 769 - .
Potatoes . -.- .| 8,176 9,361 | 11,467 | 12,217 | 12,981 |.13,593 | 14,166 ‘
Cucumber 11,972 2,258 |. 2,766 2,948 3.116 3264 | 3402
Water Melon , 44 728 51, 209 -] 62,733 66,833 | 70,430 | 74, 265 77.865

Source: Ministxy of Agriculture & Agrarian Reform, Study of Wholesale Trade
Market, February 1980 p. 60

the anticipated demand by other departments concerned with planningk in the same city
during the period 1980-1989. The diﬁ'erence between those estimates is clear. For
example Table 14 shows that quantities required in 1989 are 65 526 whereas in Table
16, the anticipated demand for the same period is of over 96,000 tons

Serious mistakes of this kind have created unexpected problems in recent years
Above all from the available data it can be seen that the quantities imported in 1980
represent only 50% of the amount required for consumption in the capital only. When
domestid production is not sufficient for the whole country. any under-estimation of
the amount to be imported makes the problem even worse. The above discussion shows
that BAMF‘V has not been successful, and it has been costly to operate. Accordingly itis
reasonable to propose that it should no longer be permitted to operate. In fact, the

problems associated with this organisation are the same as those affecting the

rnarketing system asa whole.
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. The GEMFV assumed responsibility for dlstribrztmg locally produced or imported |
fruit and vegetables throughout the country, so that the government was directly
involved in marketing, in an attempt takerl to make fruit and vegetables available in
the market at cheaper prices, especially for the poor and the medium-income earners
who represent most of the population. .

Shops were opened near the residential areas, so that their customers are for the
most part, people who live in these areas. ‘The rich tend not to patronise these shops
preferring to buy even at higher prices from retailers in the market, rather than join a
queue. Their neighbours hardly ever seen them using the shops established by the
authoritieé. Some of the advantages of shopping in .these government shops are that the
official prices are charged and customers may find varieties that are not available in
the local market as the govenrment imports them and sells them at a lower price than
the local market would charge. In general, these shops are trusted to a greater-gxtent
than the markets By and large, as a final consmer, the researcher believes that a
dediston to use these shops is based on the acceptance of certaln factors which, as
indicated above, include the fact that they are convenient; they provide a wider variety
of products; with government help, they fulfil their intended role of making goods
freely available; and above all, the prices charged suit most shoppers whose limited
means prevent them from shopping elsewhere. In the first instance, both consumers
and government officials believed that these shops would become increasingly useful
and more competitive. But later, it was realised that this was not likely to happen as a
number of problems caused consumers to adopt negative attitudes and complaints
against GEMFV's management arose within a short time, | The researcher believes that
many reasons contributed to the failure of this experiment, the disadvantagcs of which
outweighed its advantages. The first problem that arose related to the administration
of these shop fuhctions. Officials employed in them are civil servants with no previous
experience of selling and marketing, Thus consumers have to wait more than two hours ‘

to get their restricted allocation since rationing 1s usualy practised in these shops.
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Sometimes shoppers fail to obtain the p;‘oducts they wish to buy since, after a long wélt.
they find that the products are sold out. Such organisational weakness may lead to
shoppers buying elsewhere to avoid the,time-éonsurning procedures. Moreover,
shoppers are not allowed to choose the quality they want and their allocation consists
of a mixture of good and poor quality products. ‘Further. the prop‘ortion of poor quality
‘goods may be excessive if the whole consignment originally brought contains a high
percentage of damaged produce. The inappropriate product mixing and qualities is a
second reason. Thirdly, consumers may be forced to buy varieties other than those they
wish to purchase. Generally, these shops have iost consumers' support. : Yet such
support, which is vital, can only be generated through a consistent policy of consumer
orientation, which would help to resolve the planning problems caused by the various
conﬂxcting’ goals of the public sector.? The sucess of this experiment, in terms of its
proposed objectives, could be achieved by takmg nqtg pf thg_ points ;efex;red to’in the
above discusslon. ’I‘he most basic need is to provide sound management in order to
ensure that these shops afe so organised that they stock an adequate supply of various
products, the quality of which enables the shops to compete effectively w}th private
retailers in the local market. To do this, appropriate market reseérch must be devoted
to identifying consumers' needs and wants. High quality and relatively cheaper prices
would create desirable shopping environments for the sale of basic products. Pursuing
such a strategy would produce positive results in the long run.‘ Thus, public sector
managment must pursue a clearly defined policy, set realistic objectives and employ
appropriate methods ito achieve them. By pursuing such a policy, the gap between
government aims and the needs of various income groups would be narrowed. This in
itself would present an important change of strategy. To effect such a change, research
wquld have to be undertaken by management at headquarters where decisions are
made. Effectively implemented, the above policy would have significant social and

political 1mp11catio‘ns. by providing more efficient channels‘of distribution and
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Increasing competltiveness. The researchef believes that a reviéw of the authority;s
activities alohg these lines WOﬁld in thé long‘run lead to the aﬁoption of the marketing
concept by thé public sector as a result 6f Which it vi}ould become consumer-orlex‘itéd.r »

The researcher also believes that one of the main reasons for fhel falure fof these
shops is inadéquate lmdwledge of people's buying habits and attitudes. Most shoppers
are’ housev&ves. and we mentioned thaf sales of fresh fmif and vegetablés. ésp‘ecialiy ,
vegetables.: are ?haracterisekd by a high demand. during the season and further, the '
demand for local produce is higher than for imported j)roducc. | For exampie.
housewives believe rthat" local tomatdes havc a befter flavour and colour, they look
fresher with their bright green stalks and they have an attractive rnihty smeli. so thaf
they can be used as a main coufsev or as a colourful gérnish for most other meals.
Housewlives prefer to seléct tomatdes {hemsclves but the usual practice in these shops‘ is
to pay attention to duéntity rather than 'quality. andk the housewives béliéve t}ia"t‘ shop
assistants do hot alviréys glve saﬂs;factow Ascv:rvicekin tefﬁs of éize and colour, Lbcél
tomatoés are still preferred even when imported ones have an attractive colour, look
fresh and are cheaper than'domestic varieties, which are regarded as giving better value
for money. Thus greatér attention must be paid to grading such produce in terms of
quality, colour and size, including produce from other countries, particularly Jordan
and Spain. Confidence in the local produce should be maintained and farmers should
make strenuous efforts to establish, with govemmenf help, a system for effectively
controlling grading standards which will ensure that produce is provided to meet
consumers' wants. ‘This can be achieved by adopting the marketing concept.

A final comment on these official stores, is that the bottlenecks encountered in
attempting to provide consumers with local agricultural produce are similar to those
€xperienced in the local market. The policy these stores pursue of producé at official
Prices makes it difficult for them to obtain domestic produce. Thus it is mainly

imported varieties that are sold in these shops. In this context, the official pricing
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policy‘aims to reflect differences in product quality and seasonal variations in supply.
. It is intended that this policy should provide an incenttve for farmers to grow some
varieties out of season by using glass or plastic sheets. Officials supported the
researcher's view that any initiative must start at the farm. One of them said "By this
step we shall deal with the causes, not the results". He meant that objectives will not be
achieved if the policy pursued is not formuiated on a sound basis. Prices, for example,
should reflect differences in quality to a greater extent. This would be even more
effective for farmers within easy access to higher income urban areas where consumers
are prepared to pay for better quality. Moreover, price stabilisation can be achieved
more easily as supplied increase. Achievement of the government's aim to provide
parity in respect of consumer prices8 yvould be brought nearer and a balacne would be
struck between the interest of producers, consumers and the government. Setting a fair

price, in the researcher's opinion, would involve gradually raising the prices of

agricultural products in reiatidn to the éost of ﬁlputs and the distributlon of products to

consumers.

7.2.3 Fruit and Vegetables Sto}age Facilities

The disposal of produce by farmers immediately after harvesung. even at low prices, is
due to their need to obtain the cash required to repay their loans or due to their
inabtility to keep their produce for a long time since it deteriorates rapidly. On the other
hand, if a farmer can store his producé. this will mcréése his ability to repay his loans
as he will be able to sell his produce at‘ higher prices. In this coritext. and in Ifaq in
particular, such facilities are public sector property, thus the situation is different for
the GEMFV. Its ability to diépose of the agricultural produce bougpt from farmers or
Imported from abroad is not affected by financial problems, but on the other hand, its
activitigs are affected by the absence of adequate storage facilities. Thus, due to the

shortage of such basic infrastructures, this government department is unable to store
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the agricultural output until the off-peak season. Avaﬂable statistics support the above
statement. In 1978, for example, it was anttctp'ated> that production would reach 40,000
tons whereas the available storage capacity was only 20,000 tons, increasing to no more
than 22,300 tons in 1980. In 1983, 197,391 tons of fruit and vegetables was imported
consisting of 76 045 tons of vegegables and 121,346 tons of fruits. Even if we dlscount
the 84,408 tons ln 1983 the avaﬂabmty of storage facilltles is stﬂl well below the
required level. Storage facﬂittes were expected to total 38, 000 tons in 1986 The .
planned storage capacity for each govemorate is shown in Table 17 From his
discussion with ofﬁcials. the researcher leamed that total storage capactty wouldv
increase to 52.000 tons 1n 1987 and 76.000 tons in 1988. The amont of capital for |
increasing storage'facﬂittes is madequate and further positive measures mnst be taken
by the government in order to develop the ’national economy. One official pointed out

that cold stores to a capacity of 14,400 tons were not operating so that this figure has to

. Table 17
' ‘Storage Facilities in 1986
Governorate ' Storage Centres Capacity (Tons)
Basrah 1 6,000
Nineveh | 6,000
Babylon . .1 . ~ 6,000
Baghdad : 10 20,000
Total L s | as000
i . Source:

Mintstry of Agriculture, § 986.

ey
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be deducted from the proposed 1987 available capacity of 52,000 tons, leaving a total of
only 37,100 tons. |

According to these figures, and information gained during interviews, the planned
increase in modern storage capacities is expected not only to minimise the‘losses but
also to lead to increased production throughout the country. In Chapter G; we pointed
out that:one of the many factors.affecting the price of the agricultural produce is the
availability of cold storage.facilities. -

The above discussion, based on statistical information, shows that the ability of
GEMFV to manipulate prlces is minimal since.insufficlent storage capacity prevents
the departmerxt from storing agriculturalitproduceifor long periods. This problem
appears to be deep-rooted. For example, hundreds of tons of tomatoes have often had to
be burned due to inadequate factlities in the local market. One may ask why. such
quantities are not sent to the industrial sector, for processing and canning since these
,products are the raw materials required by the canned food industry in Iraq. The
researcher believes that the absence of coordination between the diﬁ'erent government
departments responslble for agriculture has contributed towards this problerrr. The
required inter-departmental coordination should be based upon accurate information
relating to the estimated output and the abllity of the domestic industry to achieve such
output levels must be ensured. The researcher believes that what happens in practioe is
that there is an lrnbalance between imports and the estimated level of domestic
production Thus. since the capacity of the food processing industry is llmtted in the
public sector a problem arises when an unexpectedly large amount of produce becomes
available, Moreover, the private sector is not sumciently well organised tosolve such a
Pproblem when it occurs‘unexpectedly. The latter point will be explained in more‘detail
in Chapter 8. With reference to the public sector, this problem could be solved in the
near future either by increasing the present capacity of the food processlng industxy or

encouraging the private sector to enlarge its role and the contrlbution it can rnake to the
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national economy by becoming more involved in every aspect of the agricultural
industry. However, the continuous uncertainty relatmg to production levels means
that it will be some time before the private sector of thia industry becomes prosperous.
Therefore it is important that appropriate measures should now be taken by the public
sector as a matter or urgency. The researcher belleves that large cold storazge facilities
should be developed in the centes of such large cities as Nineveh, Baghdad, Diyala, and
| Basrah to cover the Northem; Céntral and Southern governorates of Iraq. These would
be the first of a'number of such centres. Surpluses of domestic or imported products
could be diverted to these central points, whose storage facilities could‘ be used to
channel production to markets throughquf the country at reduced transportation costs

and with less damage to produce using better organised procedures.

7.2.4 Fruit and Vegetables Transportation *
’I‘ransportation always presents a problem Even when transportation costs are high,
farmers often have to dlspose of thetr produce by selling at a low price to mlddlemen or
wholesalers. Cor;sequently. because the marketing infrastructure is inadequate,
farhiers generally do not benefit even wﬁen the guaranteed prices are high, In some
cases, the reséarchef discovered the incon‘lcy ﬁ'om a whole consignment sold in the
Wholesale market inay not cover the transport cbsts. In such cases, the farmers may
prefef to leave theirvproduce in the field rafﬁer than sell it in the market to avoid this
problem, but this situation, the importance of which is often overlooked, is to some
tﬁxtent résponSible for datly fluctuations in-the amount of produce delivered to the
matket, Delay in transporting the produce from the production areas increases the
incidence of damage to produce Fluctuations in output levels, together with the poor
facﬂlties avaﬂable at collection stations increase the percentage of fruit and vegetables
whiah is in poor condition by the time it reaches retailers and the final consumer.
 Since tha government became diréctly involved in the marketing function, with the

establishment of GEMFV in 1972, thé authorities are increasingly concerned about the
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shortage of transportation facilities such as airconditioned trucks, which are
necessary if produce is to reach the wholesale markets in a good condition, especially in
summer when the temperature in July is over 50°C. Statistics obtained from the
"Ministry of Agriculture and Agrarian Reform" show that the total number of 10-20 ton
airconditioned trucks required in -1 980 was 112. The amount allocated for agricultural
improvement by the fourth flve-year plan which ended in 1981 was ID1,069 mﬂuoﬁ.
During that period over ID13 mﬂlibn was devoted to establishing wholesale markets
throughout the country as a step towards improving the marketing system. But none of
the government targéts were achieved. The researchex; believes that failure to
implement government plans is not related . to iandequate funding since the
government fully supported the required Vmeasures. but to the lack of effective
organisation. The administrative problems referred to earlier adversely ’affected‘
attempts to achieve these targets. Part of the plan for making trucks available was
achieved but recently they have beeq 'used to transport eggs throughout the country
isntead of fruit and vegetables.

Solving the transport problem would reduce the risks encountered within the
marketing system. As mentined earlier, an officlal pointed out that retailers are
responsible for transport costs which are consequently added by the retailer to his
selling price, due to ineffective control of the pricing policy. Consequently the
consumer eventually has to pay for the cost of transport. In our discussions relating to
fruit and vegetable prices, we found that retailers' profit margin is between 20% and
25% at official price levels. Therefore, since transportation costs constitute 10% of the
total consignment value according to official estimates, this reduces the retailers' profit
margin. In addition, the retailer has to pay 2% to the authority in the wholesale
market, which represents another overhead cost. To avoid paying this extra cost,
wholesalers and retailers use unofficial market places. An official told the researcher

that the development of unofficial wholesale markets outside the official wholesale
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markets has been observed. He said "We know this but we have no power to prevent such
practices”,  In these wunofficial markets, retaﬂers may bid even for part of a
consignment and take it without having to pay the compulsory fee required in the
official wholesale markets. About one half of Iraq's agricultural output is consumed in
the area where it 1s produced, while the other half is disposed of through middlemen. It
is cqnvenient here to consider the role of middlemen with regard to marketing costs.
Most middlemen are wholesalers and retailers, but in agriculture the wholesalers play
a leading role in the marketihg of ﬁroduce. Frulit and vegetables pass from the farms in
the rural areas fo the ultimate consumers in the urban markets inthe following order:
Producer ——> Merchant ——3 Commission Agent ——————>Wholesaler ——»>
Sub-Wholesaler ———3 Retailer ——3>Consumer, At least five of these steps are
involved In most cases which in tumkrt‘:sults in high costs. All wholesaler§ receive a
share of the price ultimately paid by the ultimate consumer and that share is quite
considerable. Wholesalers usually buy at a low price from farmers reselling at a higher
price. Unlike the farmers, t.hey are also able to provide temporary storage facllities,
Just after the harvest season, when there is a surplus. In certain cases, however,
farmers‘ma.y deal directly with wholesalers who act as agents or‘ dealers in their
relationships with producers. thlesalers have a central role in the marketing system.
They finance the movements of the produce, bearing most of the marketing risks. -

- If the marketing system is to play its ﬁroper role in implementing a development
plan, specific bodies should be appointed to udnertake responsibility for various types
and qualities of produce. These bodles would arrange for the collection of produce from
farms, grade, process and pack it and transport it to the buying point destination,
storing it as required. Appropriate processing is a valuable means of preserving
Produce and reducing transport costs.® Again, such a system should start on the farm.
The lack of cructal feedback concerning stock fluctuations and the rate of sales at

intermediary levels has often given rise to sporadic gluts followed by periods of acute
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shortages, The excessive number of wholesalers in the distribution system before the
GEMFV was established may have contributed towards the upward movement of prices,

As farmers are free to sell their produce in any way they like, the number of
middlemen is maintained at a high level and it is not ukély that their number will be
reduced. The researcher believes that the function of GEMFV within the distribution
system is similar to that carried éut by the whoesaler. One of the major characteristics
of wholesalers and retailers who deal with the GEMFYV is the lack of precise functional
specialisation.' They gener;ﬂly deal with a wide variety of consumer commodities, in
order to privide the consumer wlfh a wide choice. The price list issued each week
defines the prices at which agricultural output will be bought at wholésale or retail
level. The authority has pursued this policy in an attempt to ensure a continuous flow
of fruit and vegetables to the wholesale centres, S v,

To be effective, government intervention should be gﬁided by commercial
considerations. For example, farmers should be exempted from the 2% commission
charged by the government, and be;ter services should’ be provided with greater
management efficlency in the handling of farm produce. Similarly, retailers could be
helped by allowing them to buy in small quantities which would prove to be more
economical. If these suggestions were put into practice, in the long term the number of
wholesalers would be reduced and the number of retatlers would be 1ncre’ased.
enhancing the lnﬂug:nce of the authority in the domestic market. The important point
to be mentioned here is that the number of retailers now exceeds 3,400 from 2,400 in
1974, due to the ease of entering the market. In fact, it often represents an otherwise
unemployed individuals only means of earning a living.

Again, the present law which governs the trading of fruit and vegetables should be
amended through coordination betv;'een the Ministry of Trade by a price pbllcy

formation and the "General Councl of Pricing", a measure will bring stabilisation in
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the market, minimising risk of price fluctuations, more incentives for retailers,

ensuring reasonable prices to farmers and stable supply for consumers.

Conclusion
The following conclusion is based on the researcher's discussions with the executlvqs
who deal with the marketing of fruit and vegetables.
. Direct government intervention in the marketing of fruit and vegetables was

introduced in 1974 with the establishment of GEMFV which assumed respons;bﬂity for
distributing these commodities throughout the country. Obviously, this represented an
attempt by the government to ensure greater availability of agricultural produce and to
make prices more stable. But this measure, undertaken at official level, started from a
point in the distribution systei'n. instead of starting at the farm gate. Accordingly, the
dominant influence of middlemen and whélesalers still operates. But on the other
hand, as the demand for fruit and vegetables increased and the le\}el of declined
produétion. efforts had to be made to increase the flow of these vital commodities to
local markets. As a result, GEMFV's contribution became increasingly important.

There were no regulations controlling entry of fruit and vetables in the market,
which presented many people with a means of economic survival, The entrance of
licenced retailers to the market was encouraged at official level as it was regarded as
crucial to have a continuous stream of fruit and vegetables into the market. The
intention was not to remove tholesalers from the market, since they had an lrnportant
function to carry out in thé market place., Wholesalers generally buy in large
quantities, usually a complete consignment which mdividual retailers are unable to
afford. Most of them then sell in smaller quantities so that a variety of commodities
are available to the retailers.

At an official level, there appeafs to be no awareness of the lack of specialisation

which characterises the Iraqt wholesale market. The importance of the wholesale
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function needs to be recognised so that it can be organised to serve the needs of both
growers and retailers. A scientific marketing plan provided with an adequate budget
should be introduced, or demand will continue to exceed supply.  In other words,
estimated consumer response should be based on market conditions instead of being at
the mercy of future events. The absence of information is one méjor difficulty
encountered by any new attempt to improve agricultural marketing in Iraq, but
ensuring that ‘adequate supplies of ‘fruit and vegetables are available in the market is
the real problem and the GEMFV is the organisation responsible for dealing with this
problem.

The statistics in Table 15, Chapter 1, indicate clearly ihat not all the areas suitable
for cultivation are used for crops. The researcher believes that shortages of fruit and
vegetables in the local market will increase or decline according to the extent to-which
cultivable areas are used for growing crops. This fact 1s not fully appreciated at an
offictal level. Indeed official statistics stress the cultivable areas instead of the acreage
devoted to crops, which is much smaller, and which dlrectly affects output levels of
agricultural produce, contributing in part to shortages in the market, although other
factors affect the total agricultural yield. This situation should be recognised and
appropriate action should be taken as a matter of urgency to extend the crop-growing
areas.

Iraq's population is now about 16 million and is estimated to be growing at the rate
of 3% per annum. The emphasis now is on undertaking projects to supply sufficiently
large quantities to satisfy the growing population's need for food. As the level of
imports exceeds domestic suplies, increasing local production would reduce the volunie
of imports, especially if the marketing system was improved. To do this, the first steps
towards reform must start at the level of the farm. Therefore, the next step 1is to reduce

the influence of middlemen or wholesalers. However, little has been done in that
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direction, so the price of agricultural produce has increased, causing problems for
consumers.

Most farmers try to dlspdse of as much of their output as possible, but it is necessary
to provide them with adequate storage facilities. In addition, more effective techniques
for handling fruit and vegetables inside the wholesale markets must be introduced and
machines should be used for weighing and for loading and unloading such products.
Other marketing functions such as grading, and packaging should also be improved at
fhese collection points. The handling and delivery of the produce should be carried out
under the supervision of mspectors. ' ‘

Offictals informed the researcher about the existence of unofficial wholesale
stations whose sérviceS offer an incentive to farmers including members of
cooperatives, who wish to avoid having to pay official delivery charges by selling their
produce through unofficial channels, although cooperatives are supposed to deliver
their produce through official channels since they receive government support. If
farmers were given effective support on their farms, greater productivity would be
achieved,

Price control must be given more priority. Markets cannot operate in a vacuum.
People who operate in a market have some method of deciding what is a fair price.
Varlous factors may have to be taken into consideration. The price of one product may
be related to that of other products, or it may depend on the price prevailing in a
previous week, mont, or season. A particular market situation may affect prices. The
considefation of so many different factors requires the expertise possessed by qualified

Specialists such as economists or accountants supplied with reliable information,
before an acceptable pricing policy can be formulated. Other problems m‘ust also be
tackled. Some of these problems were referred to in Chapter One. For example, training
should be provided relating to the use of existing facilities such as improved quality

seeds and fertilisers and technical information should be made available. Generally,
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the need for effective marketing infrastructure is urgent. ‘ There must be close
cooperation between the Agricultural Cooperative Bank and the Ministry of Agriculture
and Agrarian Reform. Reform is necessary in order to increase productivity and
improve the quality of produce. It may he ‘that making better use of available credit
facilities is more important than creating new sources of finance. Packaging, even in
the wholesale market, is carried out by unskilled workers who are not l'ully‘aware of the
perishable nature of the produce. Such practices only increase wastage and lead to the
unsausfactory grading of produce. The handling of the agricultural produce calls for
special care, Producf losses and deterloration in quality add to the cost of the produce
that eventually reaches the consumer., Therefore improvements in day-to-day
handling methods should begin at the farm. Much deterioration can be avoided if
harvesting andl marketlng are well coordinated. Some farmers harvest their produce
before it is ripe so that it is available for sale before the official prlce list 1s in operation
at that time, or slmply to reduce the time spent on tendlng the crop. |

The problerns lnvolved in producing and marketing fruit and vegetables are neither
new nor unique, The government has taken action to improve supplies and stabilise
prlces but much more needs to be done. The government must not be complacent
because of its limlted success so far. Shoppers - who are mostly housewives - prefer to
select their own purchases, but this has been ignored. Custorners feel happler when they
are able to select fruit and vegetables according to size, colour, ripeness and quality.
'l‘he researcher, as a final consumer, believes that theargument put forward by retailers
that the handling of produce by consumers will damage it is not Valld. For
psychological reasons. consumers feel that they will not get what they want when they
are served by the retailer. Moreover when self selection is available, consumers tend to
buy more than usual and there are fewer complaints about the quality of the produce
Self-selection ls the ldeal method from the point of view of both retailers and their

customers. If consumers are allowed to serve themselves‘ they inake their selection
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from the full range of quality, and colour displayed under one price. For example, the
housewife prefers to pick riper tomatoes for cooking and firm ones for salads.
Moreover, less damage is caused when the produce is displayed in such a way as to
encourage more careful behaviour. Ignoring these facts in official experiments leads to
failure in the market. |

- As a final consumer, the researcher believes that most shoppers prefer produce that
is fresher, firmer and of good colour. In any modern economy, the purpose of
production is to satisy human wants and needs. The ability to satisfy these needs and

wants is affected by the extent to which the market concept is applied.

7.3 | Maxketlng of Dates
Introduction ,

Iragq, which is located in one of the date palm belts, began growing date palms long
before any other country in the Middle East. The Northem belt extends along the
Southern shore of the Mediterranean, from Morocco to the Nile valley, through Arabia.‘
Iraq and Southwest Iran to the Northwest corner of India. Iraq is the world's leading
exporter of dates which are the counuy s leading fruit crop. In recent years dates have
become Iraq s largest individual agncultural export item.

At the beginning of this century. palm growing began in other countries where the
sofl and climatic conditions were suitable. notably the U S.A particularly in the State
of California.1® It is therefore likely that the availability of dates will tncrease in the
main producing countries It is also anticipated that acute competition will increase
between countries Such as Iraq. Algeria. Tunista, and the USA.

The date palm is dioecious and heterosexual although it can be propagated from
seeds or off-shoots In fact date palm propagation comes from oﬁ'-shoots which are»
bUdS growing below the original tree on the surface, takes six years to develop the
characteristics of the parent tree. In general, propagation from off-shoots is more |

economic and the results are positive. whereas propagation from seeds is more

413



expensive as it is more time-consuming and the results are less reliable as seeds are
likely to produce an equal number of male and female palms. Thus, when the farmer
uses seeds, he has to wait for a considerable time and many of the trees are male which
naturally do not bear fruit. For economic reasons, therefore, seeds are not needed since
farmers wish to get a crop as quickly as poSsible. Furthermore, as farmers wish to
reduce maintenance costs, one of their objectives is to eliminate male off-shoots, so
that the land is availablé for the cultivation of female rather than male palms. kThe
lengtﬁ of time during which a palm cohtinués to be fruitful is aboui: 140 years, bur for
commercial purposes it should be feplaced within ﬁﬁy years.

| Date palms grow best in a high temperature environment during a ‘long.’ hot, dry
summer. Both physical conditions (hot and dry) are important factors affecting
production. The opposite type of climate, namely a'low temperature and high hu’midity.
is not suitable for date palm production. A high level of humidity results in tree
infection and eventually overcrowdlng. The apprbpriate temperature for date palm
growth is needed during the last three months of the summer season, namely, June to
KUgust. Table 18 shows that maximum temperatures are to be found in June, July and
August in the important date-growing localities.

There are few créps that can tolerate salinity of the soil better than dates. They
simply require plenty of moisture at their roots and a continuous spell of five or six
months of hot weather. The amount of moisture in the sofl has a crucial effect on the
rate of growth and eventually on the size and quality of the fruit. The level of rhqisture
in the sofl during summer afffects the fruits freshness and weight.v In fact, insufficient
moist.ure in the soil in June-July reduces the tendency towards broken skin and |
blacimose in the dates.!! Thus, to achieve a high quality of produce, it is better to
ensure that water does not teach the palm groves for three months before harvesting.
Thus, rainfall does not assist palm pollination or the cultiyation of dates. It damages

dates when they are ripening and ready for picking. Date palms can survive floods, and
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Table 18

Annual Maxlmum of Minimum Temperature of

: fSOme Date Produclng Countries o N 5 ‘ -,

. ... Yeas -, ' Ave. Muxtmum | Ave. Mintmum =
The Country .| Recorded Temp. OF. x Temp oF,
Algeria RN R 15 | 6 | 38
Iraq “* . - 19 : 99 43
Saudi Arabia , o —— 12 104 - ; . B2
USA. I - . e9 | . 38"

Source:  Nixon, R., Date Culture in Saudt Arabia,
Date Growers Institute, Volume 31, p. 15.
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they can make good use of water, but can produce more fruit with irregular rainfall and
very limited irrigation.  These conditions are found in Iraq.

To Jews, dates are one of the seven holy fruits and Christians celebrate Palm
Sunday. But no other religion stresses the holiness of dates and date palms to the same

extent as Islam. The Holy Koran mentions dates in 17 of the original 114 verses.12

"Thuo shake the trunk of the date palm tree and reapable, mature dates -
shall fall for thee. Then eat, drink, and thine eye delighted shall be.”

These words were revealed to Mary, the Virgin, when she was carrying the Lord
Messiah and had nothing to eat. The Prophet Mohammad 'Peace Upon Him' is reported
to have said that dates cure many disorders and diseases and urged Muslims to eat, dates
and tend to their palms.13 |

Providing comprehensive date concerning the trade in dates in terms of exports and
imports by all producing and consuming countries is not our concern, and in any case.
such information is not available. Our discussion in this part of thc Chapter is
restricted to the date trade engaged in by Iraq. Attention is concentrated on the
problems facing the marketing of dates in the local market, reference also being made '
to the marketing of this product at international level due to its importance in the
country's foretgn trade. Here again, attention will be focussed on the marketing
problem too, as the public sector has a large share of the volume of exports.

7.3. 1 Date Productlon |

The number of date palms in the world is estimated to be just over 90 mﬂlion

distributed throughout twenty-six countries 14 Iraq has about one third of that total.
Iraq Supplies most of the Current world dernand accounttng in 1985 for 65% of the total

| W°ﬂd trade in dates This is due to the large quantities Iraq can produce and the growth

of trade in dates between Iraq and other countries. especially socfalist countries. With
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this comparative advantage in terms of the number of palm trees and the high level of
prodtiction compared with that of other countries. Iraq remains the Vllargest exporter of
dates in the world. Attempts have been made by the government to increase the level of |
eicports. but as we shall see later, the target aimed at hays net been achieveel due to the
laek of managerial skills and failure to improve this sector of the agricultural industry. |

Date produets represents 40% of Iraq's agricultural prdduetioh. Of the 2,000 ty?pes of
date palm,!5 Iraq has about 455 female and 5 male varieties. Dowson described forty-
eight varieties in the Basrah governorate,18 and Nixon describes one hundred and
vmnetY-six ’varietles‘.‘ many of which can be found in Iraq.17 The number of fruit-
’ bearing palms in Iraq is around thirteen million. Annual world production of dates 1s
about 1.8 million tons which is more than the combined world production of dried figs,
prunes and raisins. Iraq produces 350,000 tons of that total, .e. 26% Zahdi,”Sayer,
Hillawi and Khadrawi are the commercial varietles. cohstituting about 85% of the total
number of palms in Iraq,18 and provide about 66% of annual date produetlon. Table 19
shows the annual production of each variety between 1981 and 1985. |

The share of the Middle region, which includes eight of the thlrteen govemorates '
where dates grow, has increased in recent years. It accounted for about 60%, 72% and
87% in 1971, 1976 and 1985 respectively. Table 20 shows the total production of dates
by governorates in 1985. Statistics also show that the level of production has been
generally declining during the last ten years. This is due to the fact that the number of
female productive palm trees has decrcased toa considerable extent. Table 21 shows
that the number of fruitful trees decreased from 17.923.000 in 1976 to 12,676,000 in
1985, and the number of t'emale trees decreased from 21,842,000 to 17,822,000 during
the same period. The reasons for this decline will be discussed later. ‘

In Irag's date-producing areas, particularly the South, the. date is the staple diet of
most of the population. The amount of dates consutned annually by the people of Iraq is

about 40,000 tons for human consumption, while 15,000 tons are used by the date syrup
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: | Table 19

The Production of Dates in Iraq by Varlety (1981-1985) (10 Tons)

Sogrg:e: ' The Ministry of Trade, Annual Report, 1985.
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_ YEAR o .
Variety 1981 1982 1983 1984 1985
~ Zahdt - 26004 29262 24832 | 18299 | 30055
Sayer " 1754 | 172 1535 855 | . 1067
Hiilawi =~ 1528 .837 1751 - " . 568 659 .
- Khadrawi - .- 897 - 541 . .80 | .... 508 . 742
Khistawi - 2376 2693 2224 2170 2589
Braim .= .. 183 . 117 119 96 57
Chapchap - o671 | 592 479 . ;331 202
Others . - - 3605 3061 2729 2320 3562
Total . .| " 37018 | 37375 34529 25144 | 39023
_ Source: Annual Repdrt.; Mmisb'y”of Plar_ining. 1985, p. 72.
B © Table 20
Total Production of Dates bs' Governorates, 1985 .

5 ' No. of Female | No. of Prod. | Ave. Prod. | Total Prod.
Governorate Trees (000) Trees (000) Tree/kg. | (10 Tons)
Salah-Aldeen 113 93 31.6 - 292
Diyala 1460 1394 - 26.5 - 3690
Baghdad , 1240 -1071 31.6 3389
Anbar : 894 724 40.1 2896

- Babylon 2844 2171 42.7 9264
Kerbela 2262 1979 43.7 8645
Najaf 976 916 34.1 3121
Qadisia 733 651 34.4 2239
Muthana 299 258 31.2 805
ThiQar 966 720 15.7 1132
Wasit 500 432 29.1 1256
Maysan 251 198 23.2 458
Basrah 5284 2096 8.9 1836
Total 17822 12676 29.9 39023
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Table 21

Number of Female Trees in 1976. 1985 (OOQ)

YEAR
‘ 1976 : ‘ : 1985
Total No. of Total No. of Total No. of Total No. of
Variety Female Trees Fruitful Female Female Trees | Fruitful Female
Zahdi 10821 8966 9781 8232
Sayer 3833 3128 2157 789
Hillawi 2242 1755 1818 855
Khadrawi 1274 1083 . 913 . 554 B
Khistawi 772 . 615 918 762 -
Braim - . - 90 " .+ 80 71 . 38 '
Chapchap . 228 147 293 . 181 o
- Others - - T, 2582 - 2149 1871 .- 1265 BERS
. Total - .. 21842 17923 17822 12676 .
o e T e i i . S . N T
T et St e,
SOurce: - Ministry of Planning, 1985.7™~ h. - B
i - - Table 22 T e **\N
** Number of Oféhérds arid.Trees byl Kind in 1985 B |
: 4‘ - Total RuriﬁAfeaS - Urban Are
. . _No.of No. of N No.of - as
Kind Of Cultivatton Trees (000) Orchards 1*:;3‘(00 0) Om;{trds y;eifmoo) NO. Of
D o o
Cﬁtrfl:?r}rfg: only . 10998 | 88015 7728 65358 | 3270 | 22657
Palms & Citsrgnly 217 739 201 667 16 792
Palms & Decy dsi Trees 3705 9231 2607 6678 1098 2553
Decigion e ccidious 12528 | 26078 9579 19253 2949 6825
Miged oS es only 41559 47986 36733 39505 4826 8481
Forest 28638 | 29814 | 22777 22389 5861 7425
o 27005 8426 | 22648 7684 4357 742 .
‘ T : ""‘ - et e . e . . .v.. .‘ \
. Source: - Annual Report: Miritsby of Planning, 1985
\ to . N ') N " . ‘,‘ -
: Table 23 ’
. Total Production and Average Yield kg. per Tree in 1985 ‘
o Total Production Average Yield
Variety (10 Tons) Tree/kg.
Zahdi 30055 - 365 °
Sayer 1067 13.0
Hillawi 659 7.7
“Khadrawi © 742 - 13.4
Khistawi 2589 34.0
Braim - - 57 15.0
Chapchap 292 16.1
DOthers - 3562 28.2
._,_'_"Total 39023

. s R . . . i
ource: Mu#stm of Planning's Annual Report, 1985
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and vinegar industries, 14,000 tons for making industrial alcohol and liquor and 3,000
tons for animal foods. Thus the total amount of dates and date products consumed in
Iraq is about 72,000 toné per annum which represents 21% of Iraq's total date
production. The remainder is either exp‘orted or stored for one or two years. Table 22
shows the number of orchards officially recorded in 1985, Statistics.show that the total
number of date palms was more than 22 million. Figure {3 indicates the distribution of
palms throughout the countfy in terms of density. ‘

About 0.5 million donums are planted wiﬁh date palms in Iraq, representing 50% of
the area devott;d to fruit orchards. There are aboﬁt 600,000 owners of palm orchards,
each with an4av‘erage of*about six donums. Table 23 shows the totél"da‘te production
together with with amounts contributed by each of the main varlettes.

During March the blossoms of the female palm.‘ the fruit-bearing tre,s, are
pollinated by hand and about one month later it begmé to fruit. Natural agents like
wind and insects play their part in the pollination of the date palms but a large number
of female palms would be needed to ;é‘llievg eﬁ‘ectivelpollination. Since the opening of
the spathes exfends over a period of one or two montﬁs. the process of artificial

Pollination is also continued during these months énd in order to ensure pollinatidn. a
| female palm is treated more than once. Inadequate pollination results in poor sets,
faflure qf the séeds to develop and the production of fruit which 1s very small or lafe in
ripening.19

Date palms and dates are attacked by a varlety of pests in the orchards, packing
houses, and stores. The ;Lesser Date Moth' bores into young fruits. Infected dates turn a
reddls_h colour, Become dry and cohsequently dro;i off. In some localities, over 60% of
the date crob is lost. The 'Greater Date Moth' bores into the spathes and bunches,
feeding on the flowers, dates and leaves. The level of infestation is 49% among spathes
and 70% among date palms. Stored datés are attacked by mahy moths and beetles, the '

rate of infestation being 3% in October and 84% eleven months later. Some varieties
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are resistant to disease, while other, for example, Sayer and Hillawi, are very
susceptible. Palm trees and especially their crowns are sprayed two or three times.’ 'I‘he
first treatment is in October, the second in November and the last in Decernber.20 The
use of insecticides on many palm varieties has not shown any phytotoxic effect. The
above description shows how vulnerable to infection dates are and this in turn affects
the level of production. The high percentage of loss mentioned above caused by
infestation is given serious attention by the authorities, bearing in mind that chemical
control results in a higher yleld of dates per palm.21

In general, date production is ¢oncentrated mainly in the middle Governorates as
we mentioned above, and date palms are also grown in three of the thirteen Southemn
Governorates. The Basrah vaernorate contributed 90% of the Southern region's
production. Stattstics provided in 1985 show that the Middle:'reg!on provided 70% of
the country's date production, the reinaihing 30% coming from the Sduthem region, It
should be pointed out, however, that the dénsfty of palm trees per donum in the South is
higher than in the Middle region. Abou‘t 52% of all palms are in the Southern rcglbn
and 48% in thé Middle region. Ground cover by palm trees {s so dense that they provide
protection against the hot wind that blows in the summer season. The researcher
believes that the decline in production in the Southern region is due to the high level of
infestation mentioned above. Table 24 shows the number of date palms for each region.
It may be applq'yopri‘gte at this point t;) reiterate the most important factors that
contributed to the decline of date production as these have some relevance to our case
Study. The basic reason is that successive governments from 1920 onwards relied on -
foreign aid and after 1952 when ofl was discovered, fhe avalability of this major source
of revenue resulted in the agricultural sector being neglected. Some attention has been
paid to this sector by the present government, which, for example, introduced the
Crusade Project. It is difficult, therefore, to find support for the subhypothests, 1.e, that

the present government has completely neglected the agricultural sector, but the fact is

22




that this sector has received less attention thant the industrial sector, though the
interest of economic developmerit Woold have bbeen better eerved by ‘prornoting both
sectors simultaneoﬁsly; As a consequcnce of thie neglect‘over a considerable period,
farmers migrated to large citles and this created a shortage ’of labour in rixral areas, so

) that orchards were not properly looked after and palm trees were neglected This
problem has been exacerbated by the primitive methods used in carlng for the plants
and processing the products and the low standard of services provided by the

government which have also adversely aﬁ'ected both the quality and quantity of this

ry ’

s ey e i (7 Siies T,

Table 24

e IR L A . ———

e

v

Number of Palms by Governorates in 1983

S Number of Palm Trees
Governorate (100 Trees)
Salah-aldeen 1943
Tameem o K , , 10
Diala 18650
Baghdad * , 16437
Anbar ‘ ’ o 9874
Babylon : 33896
Kerbala ‘ ’ 26731
Najaf 10607
Muthana C E ' 3114
Thiqar 9402
Wasit . R : ‘ Co 6624
Qadisia 8671
Maysan . : - 2629
Basrah 65457
Total . 214045

Sources: Compiled Report, Ministries of Planning, Trade, Annual Report 1985.
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Farmers diﬁ:er from workers in the industrial sector, who, without the necessary
experience are often employed in the public departments involved in the agricﬁltui-al
sector. In fact these government bodies achieved losses for successive years. The
researcher examined the balance sheets of 90% of these cétabushments and fouiid that
their outlay'exceeded their revenue. Further evidehce of the fact that orchard
development ‘by government appointees has been introduced without sufficlent
preparation is the uneconomical opei'aticn of propei‘ties the ownership of which has
been re-allocated to offictal deparl:ments. This indicates the lack of care taken by those
appointed to look aﬁer such properties. The researcher believes that these officials do
not take their work seriously enough because their wages do not depend upon the

quality of the service they pi'ovide. Many orchards suffer from neglect in these

circumstances o ' ‘ '

The weakness of these establishments and the lack of administrative assistance
have been partly responsible for the decline in production A recommendation
concerning the government services that should be provided in relation to date palms
was made by Lord Salter in 1955 during his visit to Iraq, when he stated that additional
lrrigation factlities were required as these would help to make mcre of Iraq's land open
to cultivation. Capital investment for this pufpose was urgently required in many
areas to increase agricultufal productivity and extend the availability of agricultural
services.22 In 1‘954.“ﬂco’ds ailected a large area covered by palm trees, destroving alarge
number of off-shoots. ‘Fourtcen years later. disease badly damaged the dates in tlie
Shatt Al-Arab area, damaging both the fruit and the leaves.

For a time fanneis vdisccvered that it was more profitable. to use the land betWeen
the trees than to lcok after the trees themselves. The maintenance of palm trees
l"fquires special skills and invblves considerable cost.’ Aﬂiong the preparatory
activities required are land cultivation. pruning, fertilising. trimming and so on. But

When the land has been cultivated, farmers can then plant fruit and vegetables. thereby
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avoiding the other 'time-consuming' and expensive activities. Moreover, appreciating
that a higher return is guaranteed from growing fruit and vegetables instead of dates,
they stop attending to their qrchards and in the course of time, the date industry suifers.
As a result of such changes in the uﬂl;sation of resources, the cultivatlon of palms asa
" business and asa sourcé of earnings is neglected. a phenomenon occurring especially in
the Southem!region‘, particularly in Basrah where the decline in date production is
most marked.‘ By turning théir :’atte‘ntion to gfbwix;g fruit and vegetables, farmers are

likely to improve their standard of living and this makes growing dates an unattractive 4

pursuit,

7.3.2 Date Processing

Date Processing includes operations such as grading, tranSporung the‘ procuce to
packing houses, capping and washing for packaging. Harvesting is a diﬂ‘icuit and
dangerous task. A man has to climb the date palm and cut the bunches of dates from
the palm using a sickle or bill-hook and hé then throws the fruit into a cloth hcld open
" below. Rotten or unripe dates are removed from mature date palms. Dates are graded
twice. The first grading is before processing, the second during processing in the
packing houses. Date grading depends on factors such as size, colour and ripeness. In
modern packing houses, fumigated dates are washed with water to remove any
contaminating material so that they are largely free of cbntamination at this stage.
However, 7-23% of the dates still contain foreign matter. But after a second washing in
a solution of water and ethylene oxide, the percehtage of dates with foréign matter is
reduced to between 6% and 21%. This is fllustrated in Table 25. The dates are then
automatically weighed and packed.23 |

The above discussion reveals that date processing is crucial for marketing, as a
means of increasing the product's competitiveness both locally and in foreign markets.

In fact, effective processing enhances the contribution of the date industry to the
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Table 25

Infestation of Dates Varieties (%)
During Production Cycle

126

Ministry of Planning. Annual Report. 1985, p. 70.

Insect Plant Soll Other Before Washlng Water &

* Varlety " Part | Part - Part - Causes | Washing | withWater | Qxdde
Zahdt ‘8| 33 | 54 .5 | 69" 23 17
Sayer 14 21 | 42 23 71 7 6
Hillawi . 36 .14 .43 .7 70 8 . -8
Khad;awl _ 19 26 38 17 76 20 21
Source: . Ministry of Trade, Annual Report, 1979 ’

o k B " Table 26 A _

- Production of Dates by Variety in 1979, 1985 (Tons)
Variety 1970 1983
Zahdi 226,380 248,320
Sayer 54,880 . . 15,350
Khistawi 30,100 22,240
Hillawi 37.730 17,510
Khadrawi 6,860 8,600
Bream 2,050 1,190
Chapchap , 4,000 4,790
Others 31,000 27,290
Total 393,000 345,290
Sourée: \




country's economic growth by increasing earnings from trade and consequently
Increasing foreign exchange earnings. During the past two decades, various crops,
including dates, have traditionally been regarded as of great importance to the Iraqi
economy. But after 1972, Iraq began to import a number of crops, though it has
continued to equrt dates up to the present time because of its immense supply of date
palms, although production has declined. Table 26 indicates the level of decline in date
production between 1970 and 1983. i

Overall production from all varieties declined from 393,000 tons in 1970 to 345,290
tons. But in spite of this decline, dates are still the leading non-oil revenue earner,
accountir}g for 57% of the 1985 revenue, In the rural areas, about 30% of the population
earn their livelthood from dates and about 18% of the Iraqi population is connected in
one way or bther with this industry, = Moreover, for many owners involved in
processing this crop, it represents thetr only source of cash earnings. Without this crop,
such owners would remain outside the cash economy. Owners In this category are
located mainly in the Southern region‘.'particular]y in Basrah.

Owing to the ignorance of farmers concerning the economic benefit to be derived
from careful handling and processing of their produce, a large proportion of the product
Is often lost. In fact, the cost of using too much labour in date cultlvaﬁon could be
reduced considerably by‘employmg mechanical methods. Many of the methods
Currently practiced could be improved so that product wastage would be reduced. 24 The
researcher believes that appropriate modification of the harvesting tractors employed
by local industry so that they could be used for palm pollination would increase the
Quantity and quality of dates, |

Standardisation and grading is the most important aspect of date processing. It
helps to reduce the risk of disease transmitted through the sale of infected products.
The tncidence of poor. quality levels is also reduced by standardisation and this

Provides an economic benefit in that the image of the product is improved in foreign
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markets. Efficlent grading ensures that consumer needs and wants are»met. which is a
significant feature of the marketing concept. Such benefits were well summarised by
Abbott25 whose experience in developing countries is relevant to our present case study.
He stated that standardisation and grading are much more widely accepted in some
areas of agricultural marketing than in others, depending on the nature of the trade and

the purpose it serves. They can be established successfully only where there is sufficient

demand. Accordingly, some discretion is required when grading programmes are *

recommended. The above statement suggests that grading has an economic function to
fulfil and it can help to improve the marketing system employed for agricultural
produce in general and dates in particular. .

For successful grading, a policy of price regulation must be implemented to provide
farmers with incentives. Although we refer to price regulation again later on, it should
be pointed out here that product classification should be hand in hand with price
differentiation. Thus the advantages to be gained by farmers from the grading of dates

must be made clear to them. Although grading appears to increase production costs, it

actually increases the net returns per kilogramme,26

733 Packaging of Dates

The rapid increase in the demand for dates by foreign markets made it necessary to
change the packaging system. Thus attention to packaging was an important feature of
the last dccade, and an ever mcreaslng demand for dates had a direct impact on
de"elopments in the packaging industry. But since the packaging materials are locally
available one would expeét that such a comparative adyantage would be exploitgd for
€conomic purposes. Unfortunately, in Iraq, the level of development in the packaging
function is far behind what is required to compare with the packaging of other

country's products. Although the economics of packaging will be discussed in the next
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Chapter the advantages to be derived from the eﬁ'icient packaging of dates will be
mentioned brieﬂy at this point

The traditional methods of packaging are still practised. The researcher believes
that where thousands of tons are imported by countries such as China or India or
countries in the Eastern Block these methods of packaging are preferred because they
are cheaper Hence a considerable amount of foreign currency can be saved by not
having to pay for 1 more modern packaging which is more expensive The researcher
based his opinion on the fact that Eastern countries are very concerned about using
i‘oreign cun‘ency and txy to confine trade within their own block as far as possible since
ho foreign currency is required. Most Western countries on the other hand are

relatively rich and are prepared to pay more and expect a higher standard of packaging

which is naturally more expensive -

-

The traditional containers used for pacltaging are woollen sacks, tins; baskets.
skins, wooden boxes and cellophane bags, the last two being the most advanced types of
contatners, Perhaps surprisingly, all containers except sacks, tins and skins can be
rnade from palrn trees. Other packaging materials are also manufactured locally.
Baskets made of woven leaves are the cheapest types of containers and these are used
mainly for marketing dates in the domestic markets. This method is also generally
used for marketing dates to neighbouring countries such as Kuwait Syria and Saudi
Arabia when transport does not take longer than two days. and 20% of the dates

exported are packaged in this way. Tins and Jute sacks are used for exporting to

countries which buy large quantities. such as India, Indonesia tand various Arab

countries, About 58% of all date exports are shipped in such containers. The remaining
22% 1s sent in wooden boxes and cellophane packages to the Western European

countries. Including the U.K., West Germany. France and also to the U S.A. These

DaCkages come in different weights and sizes.
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~Companies in the European countries import dates in 70 Ib. standard wooden boxes
specially designed to carry the producg. At their final destination, these boxes are split
into smaller consignments and packed into 1 1b. cartons. These countries have
imposed restrictions against the importing of infested dates. For example, the U.K. has
imposed restrictions and requires a certificate indicating that dates are free from
infestation and thus dates sent to the U.K. and the U.S.A. often have to be repacked to
meet these reé_uirements. Care has to be taken to fumigate dates and to remove the
stones which are replaced by various fillings to increase the attractiveness and texture
of the produce. The researcher believes that efforts should be intensified at official
level to extend this practice to other markets to improve the product's image and to
stimulate exports in both new and existing markets, ; .

As a final consumer, the researcher believes, based on hls experience of living.‘ln the‘
U.K. during his period of study, that some prdduce such as date syrup, despite its
nutritional value 1s packed in unattractive tins without aesthetic appeal. Some of the
tins are damaged and they do not provide clear information about their contents.
Improving the quality, providing appropriate information in English and introducing
a new type of glass container or small Jar would encourage supermarkets to display the
product in the same way as honey or other foods. Such a policy would be likely to
improve the product's image and SUmulate demand for it. It is worh mentionipg that
there has been a strong demand for date syrup in the world markets. In less than ten
years, exports have doubled, reaching more than 5,000 tons per annum.

The above discussion reveals that the packaging industry could be improved, and
become more competitive, not only stimulating demand for dates but also saving a
Considerable amount of foreign exchange. The date palm is valuable not only because it
Produces food for direct human consumption; it also provides other by-products as
mentioned above, the palm leaves are used to make containers, cordage packaging and

high Quality mattresses, while,date stones provide material for producing animal

130




fodder, of which there is an acute shortage (see Marketing of Grains). Above all, the date
palm provides material for the paper industry. Acéording to the 1985 statistics, the
authorities planned to import packaging material to the value of ID500,000. About 73%
of the plan was implemented at a cost of ID363,000. These figures shdw that a
flourishing packaging industry is urgently needed in Iraq. The economic advantage
this would provide should not be underestimated. _

In the export trade, since dates have to travel a long distance to reach their final
destination, improved packaging is urgently needed to reduce the damage that occurs so
easily during transportation. An official stated that the inferlor type of packaging used
1s one reason for Iraqi dates not being able to compete on the world market, for example
against Algerian dates in Africa and Iranian dates in Western Europe. The researcher
believes that improvement will start through negotiation with the countries concerned,
Introducing more modern technology, improving the performance of the present
Production line and above all, through undertaking marketing research into consumer
needs and wants, Unfortunately, the researcher discovered through his interviews, that
the only research of this kind was carried out by a French ﬁgency in 1977, and there is
no indication that any use of this research has been made since that time. Although it
is difficult to quantify the financial benefits derived from adopting new packaging

techniques, these will be dealt with in our discussion of the economics of packaging in
the next Chapter.

7.3.4 Date Marketing in Iraq

The date palm has great economic significance in Middle Eastern countries such as
Iraq, Saudi Arabta and Iran, The trade in Iraq 1s developed to a greater extent than in
any other country in the Middle East or South Asia, mainly due to the operations of the
'Iraqi Date Administration” which has been part of the Ministry of Agriculture and

Agrariag Reform since 1939, - Even more has been achieved since the "Dates Marketing
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Establishment" (DME) was founded by the Iréqi Revolutionary Command Council in
May 1971, under Decree 910. The capital of this establishment, which is administered
by the Ministry of Trade, amounted to ID3 million provided by the government. Its
Board was given full control over the industry and the marketing of dates, including
responsibility for contacting procedures and securing better prices in an attempt to

reduce the influence of middlemen in the local market.

7.3.4.1 The Dates Marketing Establishment (DME)
The role of the DME is that of a distributor authorised to buy and market dates. It is
headed by a Director General who is appointed by the Revolutionary Cc;mmanq Council
and s assisted by the Board mentioned above. Its headquarters are located in Baghdad.
It has six branches in the Middle and Southern regions of Iraq. The principal aims and
objectives of thé Board are to control and organise the date trade, to improve palm
cultivation and date Packing, to supervise the packing, storage, transport and export of
dates and to provide assistance and a;;iaropriate facilities to the date industry and trade
in this product by identifying consumer preferences in the foreign market so that
increased demand may be achieved." The DME sets a price which will guarantee a .
minimum yearly income for the date growers, thus providing an incentive to increase
Production. There have been large increases in date prices since 1971. Between the
1970's and the 1980's the price of Hillawi, Khadrawi, Sayer, Zahdi-Basrah and Zahdi-
Euphrates increased by 113%, 149%, 139%, 181% and 218% respectively. The date
grower is free to sell his dates at a price higher than that set by the government but if he
¢annot do so, he can sell all his dates to the DME which is obliged to buy all his dates at
the fixed price. In other words.. price depends on official decisions rather than on the
Producer.

A comparison between dates and other' agricultural crops such as grain for example,

reveals that the annual percentage increase in produjction is higher for dates than for
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the others. The researcher believes that such differences in price levels are the result of
government policy which encourages the receipt of dates from producers for many
reasons, such as the importance of this crop to the economy in terms of foreign
exchange, This ensures government commitment towards other countries on the one
hand, and crops such as grains which are mainly imported from abroad on the other
hand. Accordingly, because dates have the support of guaranteed prices, they are subject
to fewer problems than other crops. ‘

The grading system, linked with this price context, produces many advantages since
fixing prices for different grades is facilitated and farmers are encouraged to improve
the quality and the quantity of their crop. This in turn provides other advantages, in
that the reputation and image of the Iraqi dates in overseas markets is enhanced and
their competitiveness is improved. Since it is not easy to introduce a standard grading
system intended for dates for the foreign market due to the difficulty of ensuring
uniformity of the produce, the official prices are based on date varieties, not on quality,
and the farmer, being unaware of the importance of grading, mixes high and low
quality producé together. The researcher believes that improving the image of the
produce will increase its competitiveness which basically depends on its quality and
taste and consequently establishing price differentials for different grades is an
effective method of guiding production towards providing the quality the market
requires,

Again, official prices depend to a considerable extent on the outcome of negotiations
between Iraq and other countries, taking into account various political and economic
factors. The offictal prices are fixed by the DME with government approval just as
Prices for grains and other crops are determined by the appropriate departments. The
Prices are usually fixed a short time before harvesting, so that when the fruit is still on
the trees, farmers have no idea of the direction prices will take and, once these prices

are fixed, they remain in force for the rest of the season. In this situation, there is no
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incentive fof farmers, just inconvenience. They can either sell the produce in advance,
since thelr future return is uncertain, or they may be encouraged to harvest the produce
.as soon as they can in order to avoid any additional overhead cost, especially since
prices remain constant. All these problems make farmers less willing to continue their
business activities or to atfempt to maintain the desired qauality so that the consumer
suffers.  Such a situation is unacceptable from an economic point of view as the
principal aim of the pricing mechanism 1s to ensure an adequate supply for the local
market and above all to strengthen the government's position in foreign markets. The
writer believes that the gdvernment gives priority to the latter aim since producers are
free to sell their output in the local market. However, if the fixed prices are not
‘convement for farmers, they will not be able to take advantage of higher pﬁces abroad
since private broducers are not permitted to engage in foreign trade. This may represent
an income stabilisation from their point of view, and secure national revenu-c from
governme:nt's point of view. But again this may be at the expense of quality. The above
objective, namely, price stabilisation, .v;/as set out by a high level committee (OECD)27
which stated that establishing a reasonable degree of stability by avoiding sharp
fluctuations in prices and agricultural output was the first objective of price support

policies which would help to ensure that producers received an adequate income. When
price control is recognised as an mcent1§e. then production is likely to increase,
thereby providing the surplus required to generate additional foreign exchange. This
view is supported by economists such as Bauer,28 who stated that "Both the general
progress from a subsistence economy to a market economy, and the production of
Particular crops (espectally long period supply) are greatly.aﬁected by the price received
by producers and prolonged payment of prices below market levels will tend to affect
them adversely. This is' implicitly but clearly recognised in the practice by
governments the world over of offering higher prices for crops, the output of which they

Wish to encourage”. He added, "This does not mean that the absolute level of output will
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necessarily be lower, but only that it will be lower than it would be if prices were
higher". ’

In particular, when producers achieve a high return from a particular product, they

prefer to continue cultivating that product, which shows that an attractive price is

regarded as an incentive. This was found to be the case in the fmit and vegetable case

study which demonstrated that farmers in Iraq tend to produce the crop which has

fetched a higher price in previous years Thus the researcher believes that Bauer's view _

is valid in Iraq.”

Moreover, this view could also be applied to other crops‘ln thé developing °°“nme:5.-
where the necessary information is lacking. In this context, Falcon, 29 in his StUdY
undertaken in Pakistan, stated that "There may be significant acreagc responses to
changes In relative prices." He added, "It s even true in the case of food crot:&whe'xr
climatic conditions are not overly severe and when there are good eash crop
alternatives". However, it 'may be necessary to examine how far changes in the
production of dates have.been influenced by factors lother than price variations.
Further study would be required in that area which is not, however, our concern at the
present time, although some of these other variables are referred to in Chaptel'".’il- In
which the agricultural marketing inIraqis dlscussed.

Although a price rnechanlsrn for use in overseas markets is outwith the scope of our
Present study, one official stated that Iraql dates face flerce competition from other
date'Producing countries. Thus, the best method of increasing sales overseas is to
reduce prices. On the other hand, an offictal supported the researcher's point of view
that when dates are of high quality, the level of competition will be reduced and there
will be less need to lower prices. When the cost of production, including all overhead
€xpenses, 1s reduced, the negotiating position of the DME overseas will be strengthened

as a result of the comparative advantages Iraqi dates.already enjoy.
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The researcher believes that quantitative and qualitative improvements in the
dates intended for export must start with the farmers. Officials also believe that in this
respect the return from other fruit and vegetables is higher. This belief is based on a
comparison of the cost of cultivating and inaintaining these crops on a donum of land.
In the case of other fruit and vegetables, farmers éam about ID300 a month, whereas in
the case of dates, the monthly income is about ID25. Assurning that the season lasfs
about four monfhs. farmers producing dates will earn ébout ID100 during that period.
In other words. the diffefencé in income is very large and in general, there is much less
mgenﬁve to cultivate dates than to cultivate other frﬁit and vegetables and this affects
the country’s level of exports. In fact, there is a positive relationship between date
Production and export levels. In other words, the authority must meet 1§s export
contracts even if this affects the amount of produce available in the local markets, Thus
In some seasons, date prices in the local market mushroom unexpectedly. The
situation becomes worse if some of the produce is consumed or stored by producers
themselves, a practice pursued by 56% of those who have date palm orchards. In this
situation, farmers are reluctant to use modern inputs and -thls leads to deterioration in
the condition of the palrri trees and a decline in production levels. With adequate care
and servicing, the average yield per productive tree is at least 10 kg., whereas in a
neglected orchard, average productivity falls to 3 kg., and eventually the quality of the
dates 1s no longer suitable for commercial trade in both local and foreign markets. The
information provided in Table 27, supports the above statements. It shows the net
returns per donum for different agricultural crops. The high return from other crops
obviously explains why individual producers prefer to cultivate crops other than dates,
From each donum the net earnings from dates was ID25 per month whereas for crops
such as okra and tomatoes, earnings are ID221 and ID107 respectively. It appears that
carnings from other crops are seven to ten times greater. Faced with such price

differences, farmers will regard other crops as more valuable, whereas dates will be
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Table 27

Return pér ‘Donum for Various Agri'cultural Products: 1985

. . Wholesale C I Net
) Productivity Total Cost Price - Costof | Revenueof | Return
Kind of Crop ' Kg./Donum | Kg./Fds. Kg./Fis. Donum/ID | Donum (ID} | Per Donum .
Okra - 1852 77 . 300 184 | 405 2214
Tomatoes - 3203 63 250 146 261 107 -
Grapes - 1590 . 53 550 . 232 . 577 1345 .
Oranges : 1910 | 80 490 129 270 161
Dates = " . 1650 131 230 26.2 50.6 242
Apples 1490 53 550 232 577 345
Source:.  Ministry of Planning, Accumulative Statistics, 1977, 1985.
Table 28
. Date Prices from 1979-1983 (ID/Ton) ’.
YEAR )
Varlety - 1979 | 1980 1985
Zahdi 26 - 30 50
Sayer 38 45 80
Hillawi 39 48 03
Khadrawi 38 47 92

Source:
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regarded as inferior produce in monetary terms. To farmers, the superiority of other
crops is indisputable, Table 28 shows thét the prices of most varieties of date increased
by 13-25% between the 1979 and 1985 seasons. During the same period, average food
prices to consumers increased by nearly 155%, this reflects the low earnings of date
producers.

In an attempt to provide further incentives, the DME, together with the farmers'
cooperative movement, reorganised the delivery process. - The packing of dates was
carried out in some of the production areas rather than at the assembly points as was
done previously ID4 million was allocated to this function in the 1983 season, as
opposed to 3.5 million in 1980 and only ID1.5 million in 1979. Although this .
experiment was implemented only on a limited scale, production increased from 98,000
tons in 1976 to 300,000 tons in 1978. This practice should be widened to covet.other

areas of production.

The trade in dates is not well organised and there are no specialised markets for this

product.. It s therefore difficult to have a detailed and effective price structure that

applies throughout the country. Since irx'fo;oiéuOn services are not available to the
Producer, he sells his products according to his own cash-flow situation and according
to local rumours concewrning the price of dates. Farmers are particularly vulnerable
because they usually need cash in advance of the harvest and thelr indebtedness ties
them to a specfic money-lender. The marketing systcno involves a number of
distributive steps, each of which has its profit margin so that the share available to the
farmer is reduced. This point is discussed in various parts of this thesis.

The DME aims to bypass many llnks in the distribution channel, replacing
wholesalers and sub-wholesalers where possible. It has established many assembly
points where it receives and stores agricultural produce until it is despatched to the next

link in the chain, Le. the retailers. Collecting at the assembly points s not an easy

task, as a high percentage of the dates are severly contaminated. In a few cases the




farmers prepare the crop for dispatch themselves. The DME is responsible for looking
after the orchards with reference to harvesting and marketing. This is convenient for
the farmers who are saved the trouble of transporting and storing their crops.

The problems faced by the date by-products industry are numerous and merit more
detatled study on account of its ecdnomic_importance. However, it is outwith the scope
of our study. One partlcular concern is with issues that are relevant to mark:ting.

Although there is vast scope in the processing field, the mdustrialhdemand for dates
is quite low; At présent, small quantities are used for rnaldng datc‘syrup. and there is
an increasing demand for dates for the ptoduétlon of alcohol. This is illustrated in
Table 29, which shows that only 1.3% of the total date production was used to make
syrup, while 6.1% was used in the’production of alcohol, this is out of 17% of the present
total capacity. This is still the situation at the present time. It was estimated-that a
number of projects introduced throughout thé country would use about 84.QOO tons of
dates a year for procéssing purpoéeé. But this target was not achieved. The researcher
believes that the decline in total production on the one hand and mismanagement of
the processing mdu:stry on the other, account for the faflure to achieve theproposed
target. Table 30 shéws that the consumption of dates for industrial pﬁrposes declined
during the period 1980-1083, these being the most up-to-date statistics available during
the researcher's visit to the DME. .‘

The by-products from dates, such as alcohol, syrup and vinegar in spite of their
economic nnportaxice. are made from low quality produce. Therefore, more official
Support should be given to the processing industry to avold potential losses even from
the small amounts involved. By so doing, exports would increase and the country would
Treceive more foreign exchange,

Although the figures presented in Table 29 cover only flve years, officials stated that
the phenomenon they fepresent also existed before 1980. Statistics show that 547 and

833 tons were exported in 1984 and 1985 respectively, but a thorough study of potential
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- Table 29

Industrial  Demand for Dates Production 1970-1978 (Tons)

. ..~ Total . . Date %of | . %aof
Season Production - Syrup Total Alcohol “Total
1974 ' 385,000 19,243 4.9 13.396 ‘3.4
1975 340,000 18,341 5.3 17,831 5.2
1976 ‘ 459,608 13,396 29 28,246 -~ 6.1
1977 - 254454 11,608 45 25,824 ° 10.1
1978 '~ | . 476,830 6,221 1.3 - 29,311 6.1

Source: " . Ministry of Trade, Annual Report, 1979, p. 13.

e b e o on - o i e

" Table 30,

Industrial Demand for Dates Production, 1980-1983 {Ton/ID)~,

Season Production o Price
1980 48408 1426859 29.5
1081 | : 52561 1881631 35.8
1983 2235 | 99000 443

Source; Ministry of Trade, MDE, Annual Report, 1984.
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markets must be undertaken. The researcher, following his interviews with officials,
believes efforts should be made to encouragé foreign companies engaged in food
prog:essing and the manufacture of confectionary to use dates in their industry even if
the broﬂt from the sale of dates is low. Such efforts might not achieve much in the
short run, but they would represent a step towards increasing the volume of exports in
the long run. Although Iraqi date syrup, for example, has a reputation for good quality
in many importing countries, annual earnings from this source are low, totalling about
IDB0,000. Most exports of this particular by-product are to neighbouring countries,
namely Syria, Lebanon and Jordan which account for 67%, 22% and 6% respectively.

"ﬂle remaining 5% is shared among other countries such as West Germany, Egypt and

S?audle Arabia. Thus the DME should make every effort to find potential markets for
dates and date by-products in order to increase their contribution to international
trade, taking into account gqns@mers' preferences, wants and needs.

The public sector's share of trade in these by-products is greater than that of the
private sector, especially with reference to the volume of exports as the public sector
takes more care and uses more sophisticated techniques, whereas the private sector
employs less hygtenic practices and lacks: the advéntages of modemn technology so that
the quality of its products suffers. With regard to date syrup, for example, 5% and 21.‘;;
respectively were exported in 1985 by the private and public sectors.

Alarge amount of the dates wasted in different processing stages could be used by the
alcohol industry. Making use of rejected produce would provide additional revenue and
alleviate the development of the processing industry. However, the development of this
Industry was encouraged by the Work Bank Mission following a visit to Iraq in 1951,30
Although the researcher does not wish to encourage the consumption of alcohol, it is

known to be effective for medicinal purposes and for this reason it is smuggled to

nelghbouring countries. The researcher believes that religious and social customs
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directly influence domestic demand for alcohol. But foreign markets do exist. Just over
half of the available capacity for making syrup and alcchol was actually used.

- In our discussion relating to the marketing of grains, we found that grain for
human consumption is sent to animal feeding mills, costing the government millions
in foreign exchange, and often creating the kind of black market which brings chaos to
the marketing system. Yet a potential, untapped. natural source exists which could
greatly reduce the shortage of food stuff and grains for human consumption. An official
stated that about 45,000 tons a year are unsuitable for human cénsumption. Since such
a large amount could be used to produce animal feedstuff, a substantial effort is
required to expand the available processing capac#ty for this purpose. The present
Capacity uses about 10,000 tons of dates to produce 24,000 tons of animal food. An
expansion of the existing capacity to increase productlpn of animal food fromr dates
would reduce wa’stage assoclated with inferior quality and eventually reduce the
amount of grain diverted to manﬁfacturmg animal feeding stuff,

Government initiatives should bé.directed towards introducing new projects to
Increase the capacity to produce vinegar, date syrup, alcohol, and animal feeding stuffs,
The annual total capacity for producing each of these by products is 2,000 tons, 49,000
tons, 7,000 tons anc_i 18,.000 tons respectively. In other words. when these industries
work at full capacity as planned, all produce of inferior quality will be used profitably.
Moreover, when these targets are achieved, about 60% of the counntry's animal food
rcqulrements will be produced locally. Again, achieving these targets depends mainly
on the level of production and coordination between the Ministries of Agriculture,
Trade and Industry, without which the full effect of these projects will not be realised
and capital resources will not be utilised.

Transport and storage problems are created by a lack of marketing spectalisation.
They constitute a cost which is justified as a means of avoiding waste and spoﬂage and

Preventing wide price varlations when the supplies of a product with tnelastic demand
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are marked by shortage or glut at different times.3] Infrastructure is important to
marketing efficiency. The transporting of dates is the responsibility of the seller rather
than the buyer. Delivery time is irregular due to an inadequate infrastructure. The
DME frequently suffers because of the shortage of facilities in the domestic transport
system, especially where perishable produce is concerned. The scarcity of trucks has
constituted a major difficulty for the DME. Poor road links between rural and urban
areas make the creation of a sound marketing system extremely difficult. Producers
are located in areas which cannot be reached easfly. This increases costs and travelling
time and often results in the deterforation of products. To penetrate into the more
remote rural areas and expand the agricultural industry, adequate roads are required as
their absence presents a serious obstacle to successful commerce. It has become
obvious that the process of economic development in Iraq is concentrated in the"citles
rather than in the rural areas but the latter are areas of vital importance in which more
investment should be made.

Agricultural economists devote a great deal of attention to the transport facilities
required for agﬂCultural produce. They regard efficient transport as essential for
agricultural dévelopment. Mosher32 emphasised that transportation is the most
important of the five elements he regards as essential for agricultural improvement.

Alarge part of the population (an estimated 4 million) do not benefit from increases
in oil revenue in the form of increased purchasing power, The solution to this problem
s to redistribute income among the varlous classes and thus stimulate the national
economy,

Remindlng the reader about Chapter 1, the crucial problem hampering the
development of effective transportation is the high cost involved and this particularly
affects the marketing of fruit and vegetables. Iraq's inland waterways have an
irnpbrtant part to play in trahsporting dates as most orchards are situated along river -

banks, ‘This method of transport could‘ also be useful for other products’that are
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important to the economy. Iraq has an extensive waterway system for domestic
transport purpsoes and it also connects Iraq with international maritime roﬁtes.

The researcher believes that effective utilisation of these resources would reduce
transport costs, improve the welfare of those who live near the rivers perhaps by
encouraging tourism throughout the country, at least at domestic level. Table 31
compares the cost of waterway and railway transport in 1985. The figures show that the
cost of waterway transport in only half that of rail transport. This comparative
advantage must be utilised. In fraq there are 3,425 kms. of waterway. The two main,
rivers, namely, the Tigris and Euphrates, account for 2,305 kms. or ’f3% of the total apd
together constitut the Shatt Al-Arab waterway, the Iraqi gate to the Arabian Gulf,
providing"a sea link with the rest of the world. All the date orchards in the South and
most of those in the Middle regidn‘are located along the river banks which provides an
opportunity to reduce costs if these facilities are fully utilised. Less than 24,000 tons of
different consumer and industrial products are transported annually by this means.
The statistics relating to the transport sector provided in the {irst chapter which gave a
gloomy picture of the extent to which these natural resources are utilised, reinforce the
above statements.

In this context, effective storage and transport services should be supplied in these
areas to. incrase the marketing infrastructure, as a large proportion of the perishéble
Products are cultivated here. Moreover, most of these crops are produced on a seasonal
basis. Attention was drawn to this in a study undertaken for the FAO relating to the
marketing infrastructure. What is relevant to this case study is that proper storage, for
example, enables export to be so adjusted that the time and place of production
coincides, as far as possible, with the time and place of consumption. Dates, for
¢xample, should reach the Islamic countries before the holy month of "Ramadan", the

month of Fasting. Such infrastructure also assists in reducing shipment costs by
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Table 31

Comparison Between Costs of River and Rail Transport‘ (Tdn/ID)

’I‘ransportatioh

Trans poftation Deliveryi Times
Commodity Cost by River Cost by Rail By River By Ratl
Sugar 4.0 5.0 2 3
Tea 48 11.0 2 3
Iron 5.0 10.0 3 5
Wood 5.0 7.0 3 5.
Vegetables 40 11.0 1 2
Fruits 40 7 1 2
Source:

Ministry of Planning, 1973, 1985.
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enabling bulk shipments to ’be organised. This in turn encourages producers to increase
their output, all of which helps to secure price stabilisation. - ’

Primitive methods of storing dates are employed at the present time, the available
factlities being of a rudimentary nature, This is not a situation in which successful
export operations can be conducted. In fact, advanced storage techniques are essential
if the quality of crops for export is to be improved. Although efforts have been made by
the government to create additional storage capacity, many of the producing areas lack
basic storage facﬂities. resulting in further damage and increased loss due to exposure
of the produce to bad weather conditions or infestation. An official told the researcher
that methods of storing are for the most part unsatisfactory. The problem is
axacerbated when methods of cutting the fruit from the tree are primitive, or, for
example, when this work is carried out by long-term prisoners or old women. The total

- cold storage capacity i{s about 11,000 tons, whereas the average annual production is
more thant 200,000 tons. In other words, modern storage facilities are available for
only 6% of the total production, whicl;; is clearly a very low proportion. In the Middle
and Southern reglons concrete buildings used as warehouses have a total capacity of
about 140,000 tons. Such an inadequate infrastructure causes some of the problems
€ncountered in marketing dates in both domestic and foreign markets.

Referring to the small quantities produced in each orchard to provide most
Producers with their livelthood, the researcher believes that improving the existing
warehouses and giving more encouragement to the private sector to establish new
St‘?rage facilities, even at a basic levely. with government assistance, are steps that are
urgently required to help the national economy during the period prior to the provision
of a modern_cold storage system. To avoid any planning fa;lure. a careful study‘of
actual requirements must be undertaken. This would be based on scientific and
accurate mformatlon relating to average annual production, also taking market

conditions into account. Moreover, consideration should also be given to applying the
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same techniques to fruit and vegetables. In economic terms, such measures would
* result in improved utilisation of resources and provide a better return on the capital
investment made available by the government.

The establishment by the government within the last development plan of cold |
storage facilities for an additional 10,000 tons in both regions indicates the level of
official concern about the shortage of such facilities, but more effort is required and it
seems that the government bears a heavy responsibility in this area.

With regard to the marketing of fruit and vegetables in Greece, McCorkle33
emphasised the importance of cold storage facilities. The fouowmg quotation has
relevance to our present case study. "Storage and cooling of produce for export is
essential to maintenance of quality and to a limited extent, adjusting variable suppnes‘
to market demands and available transportation. Most vegetables apd fruit products
undergo extensive chemical change within a few hours after being picked if they
remain in'the heat of the day. Ideally small facilities should be erected at many

locations in Greece to ensure proper cooling of produce”, The conditions to which these

Comments apply, also exist in Iraq. -

7.3.5 Foreign Trade in Dates . :

Before dealing with the tmportance of dates to the Iraqi economy, it may be appropriate
to consider the Importance of marketing information. Data concerning consumption
levels, estimates of future demand, and price trends, and farmers' evaluation of their
Produce and details of market conditions all constitute the type of market information
which determines the level of competition and helps to improve bargaining power. For
the DME, this information is vital to enable it to draw up future strategic plans relating
to the world market. In fact, such information is crucial not only for the DME but also

for the producers since it can help the latter to make decisions concerning appropriate

output levels and to take steps to supply the quality that obtains higher prices from the
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DME. For the DME, such information is important, as this establishment is
responsible for adhering to the terms of signed contracts and information about prices
and data concerning demand and supply can be used as a guide to prevent anyllosses in
the existing market caused by customers transferring their business to the DME's
competitors, |

"I'he lmportance of marketing information for the growth of agricultural production
and trade in developing countries was clearly stressed by Professor Abbott. 34 He stated
that "Lacking information as to prospective value of produce and where they can sell it
advantageously, farmers may not even try to grow and market some crops in current
demand for which their land is suitable”. The absence of adequate information s a
frequent cause of physical waste. For example the provision of appropﬂate
information would enable producers to avofd saturated markets and ship their produce
to markets where it is actually required.

About 150,000 tons of dates for human consumption aie exported from Iraq every
year. This produces revenue to the value of at least ID9 million and constitutes about
70% of annual world exports of dates. Téble 32 shows date exports as a proportion of
total Iraqi éxports. Although their contribution has declined in recent yéars. this is
mainly due to an mci-ease particularly in the 1970's in the value of oll exports rather
than a decline in the value of date expdrtS. |

In 1985, dates still constitxjfed over 14% of Iraq's revenue from exports other than
0115 Table 33 shows the change that has tgken place in the roles of the pi’ivate and
public sectoré in recent years'V. Mm regard to the‘ex‘port of dates. The public §ector has
continued to.be more dominant, a point already referred to in connection with the
€xport of date syrup which constituted 91% of Iraql date exports in 1978 and 85% in
1983. The DME entered’a new market in Europe. Since consumers there required

Specific types of dates with improved packaging, the price of each ton sold abroad
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Table 32

Dates Exports as a Proportion of Total Exports, 1979-1983 (M/ID)

Date Total Dates as
Year Exports Exports of Total
1973 10.016 32.523 30.8
1974 8.313 28.130 29.6
1975 ' 11.493 35.565 32.3
1976 11.819 46.530 25.4
1977 11.230 42.700 26.3
1978 " 13.748 62.914 21.9
1979 12.507 83.687 , 15.4
1980 12.481 121.984 : 1.0
1981 8.471 168.059 0.4
1982 7.613 15.544 4.6
1983 2.287 81.801 0.3

Sources: 1. Ministry of Planning, Annual Repbrt 1985.
2 Ministry of Trade, Annual Report, 1983.

Table 33
Dates Exports by the Public and Private Sectors, 1979-1983 (Tons)

Se YEAR
ctor Varlety © 1978 1979 1980 1981 1982 1983
PUBLIC SECTOR | Zahdi 151743 166541 | 146181 86935 107002 12941
; : Hillawi 9986 2884 4624 1318 3665 1109
Khadrawi 1543 656 412 - - 577
Rutab 34881 6 292 43 - .
Sayer 5579 0987 12705 8430 1978 511
Bream 15 6 672 - 153 191
Sub Total 213,847 187,427 | 164,888 96,726 112,795 15,289
PRIVATE SECTOR 1,523 29,440 17,705 13,007 19,579 29,085
Total 215,370 216,857 | 182,591 109,733 132,374 * 44,374 ¢
L J
The big fall in Public Sector exports in 1982/83 is due to the country'’s
gt_rcumstances. .

sqmg‘s:__ Ministry of Trade, Annual Report, 1983.
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increased. The average price per ton increased from ID31 in 1969 to ID160 in 1984, L.e. a
rate of increase of 8.2% per annum.

The importance of dates for export purposes must uot be underestimated. ‘According
to the Ministry of Trade, the percentage of exports represented by this crop is higher
than that of any other cotnmodity excluding oil. Table 34 shows the importance of
dates in relation to total exports. They accounted for 45% and 57% of such exports in
1984 and 1985 respectively. Four of the four hundred and fifty varieties are the main
ones exported. Table 35 provides a summary of the quantities exported accordlng to the
type of package used. Although the data obtained by the researcher is six years old, it is .
important to draw attention to inadequate packaging and emphasise that new methods
of packaging must be introduced in order to make the product more attractive and, more
Important, to reduce spoflage. In fact, packaging is one element of the marketing mix
which must be designed in keeping with consumers' preferences. In other words, the
marketing concept must be adopted in relation to that aspect of the food tndustry,

The data in Appendix §, which was obtained in an interview with the commercial
staff of the DME, shows the quantity and value of dates exported by various countries
between 1975 and 1985. In 1985, Socialist Asian countries imported the greater
proportion, 41%, foliowed by non-Socialist Asian countries with 20%, Eastern Europe
with 15% and Middle Eastem countries with 17%, while America and Canada
accounted for only 7%. The decline in exports during the years 1984 and 1985 is elosely

related to the countrys political situation which seriously affected the ability of

farmers to harvest their produce
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Total Exports

Table 34

of the General Establishment for Exports (ID)

- Percentage Importance
Value (000ID) of Change Percentage

Detalils 1984 1985 % 1984% 1985%

Export of: : ‘

Food Products 916.5 1208.3 32 30 20
Chemical Products 28.6 256.4 798 1 4
Construction Products - B72.7 630.2 10 19 10

Textile Products 75.7 333.0 340 2 6

Engineering Products © 100.7 206.3 105 -3 3.

Dates 1374.6 3488.9 145 45 57

Total 3068.8 6123.1 100 100 100

Source:

Table 35

The Ministry of Trade, Annual Report, 1965.

Quantity of Dates Ekported According to Package 1970-1979 (Tons)

Carton

(Hard
Year (Cover) Boxes Sacks Tins Total
1970 57.729 156,500 84,785 7.272 306,286
1971 55,290 96,503 78,789 4,711 235,293
1972 63,756 126,744 95,316 5,543 291,359
1973 68,866 102,582 80,503 3.811 255,762
1974 66,129 105,154 120,285 6,515 298,883
1975 62,563 80,871 95,578 6,680 245,602
1976 63,892 63,174 156,596 10,239 293,901
1977 46,582 22,883 110,463 225 180,153
1978 68,350 29,824 133,760 277 232,210
1979 45,921 421 128,511 30 174,883
982 31,000 348 . 101.422 25 132.795

Source: Ministry of Trade, DME Working Paper, Baghdad, 1979, 1982.
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Conclusion

This subsection set out t§ investigate the problems and obstacles affecting the
development of the date industry in Iraq, the factors affecting the l¢vel of prqductipn
and the reasoﬁs for the decline in exports to foreign markets, with particular reference
to marekting, Some incentives must be given to growers, as most take very little'
interest in the development of their orchards. Statistics show that the return avaﬂab_l:
from this crop is less than that from fruit and vegetables. Comparison shows that the
daily or seasonal return s lower for dates than for any other crop. Thus‘ many farmers
no longer tend their orchards and devote their attention to other activities. Moreover.ﬁ
farmers may not receive the offlcially.declared prices, but sell their produce to
middlemen to whom they are indebted so that they remain poor and in a wcak
bargaining position.

One incentive for farm;rs woulcll”be provided by announcing the pricing policy
before the season starts thereby ensuring stabilisation of prices for agricultural
produce’ so that farmers would realise that a reasonable return would be obtatned, but
neith::r the farmers nor the authorities fully understand the importance of suéh a
policy. Farmers must fmprove the quality and quantity of their produce, and the
government should ensure that a fair pricing policy is implemented to encourage
farmers to increase their output. If these actions were taken, they wquld provide a
solution to the social, technical and marketing problems affecting palm qrchards.

It Is unfair to pay a uniform price to farmers without dﬂferent;ating bctwgen
quality levels, if a better type of produce is wanted for export. Such a policy treats’ good
and bad produce as equal and therefore does not encourage farmers to improve their
quality control and to take more care of their orchards. In fact, a uniform policy

benefits those with low quality at the expense of those who produce better quality
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produce at greater cost to themselves. Thus, prices paid to farmers should be more
favourable, irre‘spective of world prices. Thus when world prices are high, farmers will
be better off, and when they a?e low, the government should subsidise the produce to
reduce the financial uncertainty experienced by farmers in relation to their produce.

- Inadequate warehousing and handling facilities leave the farmers' products at the
mercy of weather, insects and so on. Shortages of food products are aggravated by
inadequate methods of storing and warehousing. Losses caused by disgases are serious,
and often control measures are directed matnly towards insets, rarely towards diseases.
Inadequate insect control frequently results in damage to fruit that has been picked and
stored. Damage to dates caused by pests is estimated to total ID3 million per year or
about one third of their total export revenue. The price of first grade varieties may drop
by as much as 50% if infestation rises about 5%. ‘i‘o reduce crop damage, dates should be
picked as soon as they ripen and thereafter be fumigated as soon as possible and stored
in suitable conditions.

The country has no facflities for the implementation of market research. Evidence
Suggests that it is better for the DME to undertake this work by means of an intense
advsertising campaign using the Commercial Councils attached to Iraqi Embassies
abroad. The researcher believes that the DME could collaborate with students pursuing
higher education in Western Universities in order to identify consumer attitudes and
preferences in relation to this crop. _

Since dates are grown mainly in underdeveloped areas, their cultivation has not
Teceived the full attention it deserves. Dates contain a considerably high propdrtion of
digestible nutrients which could be used in the West as pasture supplements for.plgs and
as food for domestic animals. Iraq has the potential to become one of the biggest
€xporters of animal foodstuffs in the world. But the palm is not simply a food-
Producing tree: it also provides wood for fuel and both ropes and mats are made from its

branches, Again, the absence of scientific research has seriously affected the demand
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for Iraqi dates despite their superiority over varieties available in other date-producing
countries. Effective action must be taken to improve existing demand, by identifying
the factors affecting consumer satisfaction and encouraging the adoption of new
techniques. The Iraqi Centre in London was closed due to its fatlure to stimulate
demand in the UK. The researcher believes that officials in that Centre had little or no
experience in marketing and simply acted in their capacity of employees in a
government department instead of thinking in commercial terms. Research carried out
by a French agency in 1977 on consumers in the U.K. showed that people in the South of
Britain consume more dates than those in the North, as the latter consumed more dried
fruit. The researcher believes that the opposite should be the case, i.e, since dates have a
high calorific value they make the body warmer and they should therefore be consumed |
to a greater extent in the North where it is colder. One message, therefore, to the PME is
to concentrate more on consumers in the North. Other measures must be taken such as
reducing costs, impreving packaging, and introducing to the maricet. new products, for
example - including dates in chocolate bars.

High quality tmproved, pressed dates, accounted for about 27% of the annual
exports to Europe and the United States in recent years. The data available indicates
that there s an Increasing demand for dates in this form. The Hillawi is a favourite
date with the American consumer, probably because of its light and attractive colour.
The greatest ﬁbstacle to the export of dates is the narrow time gap between the
harvesting season and the best time for selling. Demand is at its highest in Europe
during the Christmas season and in the Autumn. The harvesting period and fhc time
when demand is highest unfortunately do_ not coincide, the time lag being so great that
it 1s extremely difficult to maintain the desired quality level. Again, better methods of
Processing and packing are required to enable forelgn demand to be kmet.

Dates are also in greaf demand in neighbouring Arab and Islamic countries, where

90% of the population are Muslims, for whom the date holds a special religious
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significance. These markets could be exploited far more than they have been up to the
present time. This supports the third part of our hypothesis, namely, that religious
factors have an effect on food products, but we shall discuss this point in greater detail
in the next Chapter.

An official told the researcher that, surprisingly, dates from California are the
strongest competition Iraqi dates face, particularly certain varieties. -Basically, palm
trees were transferred from Iraq to California, where they were grown in a similar
climate. The researcher believes, and in this he has the suppor{ of officials, that the
quality of United States dates was improved by using advanced technology which
enhanced their image in world markets. An official stated that consumption by
Muslims remains constant, but the researcher believes that there is a potentfal market
In other Islamic countries such as Malaysia and in other African couhtries,
Particularly in those which have recently become independent. The high population of
thesé countries may encourage the Iragt government to take appropriate steps.

The adoption of the appropriate technology would enable Iraq to take the lead in the
Sugar industry. Officials stated that the technology for manufacturing table sugar
exists in Japan. The availability of the necessary raw materials - makxly dates - would
provide Iraq with the opportunity to affect sugar prices in the world market. Since the
government ﬁas the ability to provide the finance for such projects, it should, as a
matter or urgency, take steps to implement these projects which could in practice, -
Prove to be of immense value to the country's econorhy. |

The DME has played an active pért in finding new markets and has made some
efforts to raise commercial standards, but the task of improving the date marketing
System remains an urgent one, requiring cooperation between sproducers, buyers, the
DME, exporters in the private sector and so on. For example, dates should reach
Islamic countries, before "Ramadan" the holy Fastihg month, and the European

Countries before "Christmas".’ Improving this market is not therefore the sole
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responsibility of the government. Part of the responsibility must lie with the General
Union of Cooperative Peasants which should educate its members about their products.
The inability of the movement to compete with other retaflers is generally believed to
be due to faults in the organisations' structure. Date growers should form a special
Cooperative which would provide credit and training facilities and help with
improvements in picking, packaging and preserving the produce. Credit difficulties
and a general shortage of financial resources force farmers to harvest their crops too
soon. Accordingly, they do not care for their crops properly and this reduces their
competiﬁveﬁess in world markets,

Political factors may have an effect on countries with which contracts for the sale
of dates will be arranged. Any adverse effect would be reduced if Iraq's political images
in the eyes of other countries was enhanced and relations between them were based on
an Interchange of benefit on the basis of equality. However, efforts must be made by the
DME to negotiate with the international food industry companies - particularly in
Soclalist countries such as Czechoslavakia which produce sweets and confectionery for
European countries including the U.K. about the possibility of using date products in
thetr industry,

To facilitate the marketing of dates in both local and foreign markets, it is essential
to reduce the transport costs which are high because existing transport routes are not
fully utflised. The use of the railway to reach the local market, and waterways for
€xporting could provide the most effective transport methods at lower cost if the
existing networks were improved. The allocation by the government of ID268 million
for ratiway PrOJecfs to link Iraq with Syria, Turkey and Western Europe represents an
Important step towards achieving this end, but more work is needed to extend the
hetwork throughout the country.  Increased utilisation of waterway routes which are
usually cheaper than other methods, would link Iraq with routes throughout the world.

About 18% of dates are exported to the Guif states by waterway routes and more than
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60% of all date exports are transported by this method. Officials told the researcher
that high transport costs still constitute an obstacle to selling dates in foreign markets.
Most countries prefer to have the produce reach their countries under the umbrella of
DME responsibility whereas the DME prefers the F.O.B. system. The researcher
. believes that improving Iraq's trade image and utilising efficient transport methods
might minimise such probléms and improve the country's bargaining power in foreign
markets. But above all, greater flexibility by the DME concerning the question of
selling is very important, to avoid exposing the unsold dates to further damage,
particularly at the present time when Iraq lacks adequate storage facilities,

Better organisation of transport and storage might reduce the effect of the narrow

time-gap between harvesting and the best sales periods, as mentioned above, namely

Christmas and Ramadan, the holy month. - , i

-

The above conclusions indicate that Iraq, despite its comparative advantage as the
world's largest date-producing country, has little control over date prices in
International markets, and faces serioﬁs competition from other producing countries
such as Algeria and Iran. There is a lack of management skills at farm level as most
farmers have a low level of education which makes it difficult for them to own or
develop their orchards effectivelj At an offictal level, greater managerial skills are
Fequired to enable an acceptable price policy to be tmplemented so that fair prices o
be secured for farmers. | |

The level of production clearly has ‘an effect on the level of exports, but thcv
relatio’nship between the level of production and the amount avatilable for sale in the
local market 1s not necessarﬂy po§1t1ve. as the authority's priority is to ensure its
foreign market gﬁmmitments areﬁmet’. éven at the expense of the amount available for
local consumption. Figures show fhat the décline in production has an obvious adverse

effect on the country's level of exports and this decline is to some extent the result of

inefficient production methods and general mismanagement.
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The researcher believes that the DME has concentrated on foreign rather than on
local markets but the criterion of success when domestic and foreign markets have to be
served is the extent to which local consumers and the national economy benefit. In the
last ten years, despite the present political situation in the country, there has been a
noticeable decline in the quantity and quality of dates available in the local markets
and a considerable increase in unofficial prices. Since this has been largely due to
defects in the marketing system, the DME must take further steps to ensure that the
marketing of this crop is implemented more effectively. The researcher hopes that the
above dlséussion will help to prepare the way for improvements in the date marketing

System as that the country's interest will be better served.

7.4 Marketing of Grains
Introduction

Instability is a general characteristic of the agricultural industry. Accordingly. price
mOYCments vafy to a signiﬂcant extent from year to year, and when the most of the
produce required for the home market and surpluses are marketed, the price is usually
low. Such downward price ‘movements were referred to in Chapterf_s . Farmers need to
repay their loans or receive cash payments. The lack of storage and oth‘er facilities
eXplains why most marketing takes place soon after the harvest. Seasonal price
changes occur for the reasons we mentioned at the beginning of this introduction,
namely unforeseen production ﬂuctuétldns. the poor market information syétem. and
above all, tnaccurate or unscientific forecasting. When there is a shortage of
agricultural Produce which is cépable of being forecast, government policy naturally is
to fmport in order to meet the deficit, but a point worth mentioning here is that
seésona] Price variations become quife marked because of the unpredictable form
government intervention takes when such intervéntion should Be tb achieve price
stabilisation, ‘ L

The traditional marketing system may have been a limiting factor to agricultural

development in Iraq. Therefore the present government has tried to improve
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marketing facilities with the purpose of increasing the availability of agricultural
products in the market for the population through the establishment and enhancing
the establishing firms which are dealing and responsible for the market of these
products within their own fields. The history of government intervention in the
marketing of agricultural produce started in the 1970's as we shall see later.
Intervention by the gévemment seems to be vital in times of food shortage as it benefits
the whole population despite their low purchasing power whereas the private sector
may exacerbate the situation by causing price inequity by transferring the products to
urban areas wheré purchasing power is high and when there is a sixrpluS. farmers have
No incentive to grow these crops. Thus government intervention is directed towards the
distribution of agricultural produce and the stabilisation of prices.

7.4.1 Crops Characteristics

In general, grains constitute the basic diet of the Iraqi populations. The main types of
grain grown in Iraq being wheat, barléy and rice. Those three grains, individually or
together are consumed every déy. At one time wheat was eaten mainly by the rich,
particularly in urban areas, and barley was the staple food of the poor, especially in
Tural areas. As the people's standard of living improved, wheat flour was commonly
used throughout most areas of the Middle and Southern regions. Wheat and barley are
grown on both frrigated and dry land, but the latter is much more suited than wheat to
the arid climate, requiring less water and being more tolerant of soil salts.

Bread, which is consumed daily is made from hgih extraction wheat or barley flour
in both urban ang rural areas; though bread made from barley flour is still popular in
the rural areas, Throughout the country bread called "Khubus" and "Regheef" is made in
one hundred gram disks, In the rural areas of the South, a similar kind of bread called

"Tubag" 1s made of unleavened barley or of millet and rice flour. In the North, wheat is
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used as "Burghul", Corn and millet, which are popular in the Middle and Southern
areas, are used in soup as well as in bread. .

Wheat consurnption has mcreased considerably in the last two decades. The variet}’
which is grown in the North region is of a high quality and can even compete with
lmported varieties while wheat grown in the Middle or the Southem provinces Is
greatly 1ni‘erlor to the tmported or Northem varieties Thus. ln the latter areas.
farmers have sometimes found 1t more profitable to produce other agricultural products
such as beans sesame, soya or cotton | ‘ , ,

Grains represent almost one third of Iraq's total agricultural production, wheat
alone accounting for 41% in 1985. "rhe areas allocated to grain have increased
considerably in the oastvand are continulng to do so, to keep up with the growth of
population which has mereased by at least 60% since the 1950'5. This increase has
occurred mainly in the North part where dry-farming areas of marginal steppe lands
bordering desert regions ha\‘re.been brought under cultivation. using mechanical
€quipment. This has taken place in solte of ﬂuctuations in the level of winter rainfall.
Table 36 shows the total production of grain crops for the period 1981 to 1985.

The Table shows that the areas cultivated have increased to a considerable extent.
For example, areas used for wheat, barley adn rice increased from 4.8, 4.1, 0.2 million
donums in 1981 to 6.2,538,0.3 million donums in 1985 respectlvely. But on the other
hang, despite such mcreases ln the areas cultivated productivity decreased mstcad of
mcreasing. and this supports the researchers view that the decline in production
Persisted aﬁer the perlod when land reform was knplemented for reasons mentloned
in Chaptel‘ 5 thre there are marked variation in production levels, this also has an
effect on government programmes intended to ensure that sufficient grain is avatlable.
Table 37 shows that varlatlons in the level of production affect the programmes of
graln buying at national level, so imposlng major constraints on the government and

the types of food present in the local market. Sometimes the differences between
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Table 36

Area Yleld and Production for Main Cereal Crops, 1981-1985

Cultivated Harvested
Area Area Yield Production
Crop Year (00 Donum) (00 Donum) | Kg./Donum | (00 Tor)
Wheat 1981 48,469 47,700 186.1 9020
1982 47,277 46,738 204.1 9651
1983 51,261 47,653 - 164.1 8410
1984 52,712 19,708 89.3 4709
1985 62,661 61,609 224.3 14055
Barley 1081 41,947 89,355 220.4 9247
1982 46,654 44,410 193.3 9020
1983 55,655 -+ 48,663 150.1 8355 .
1981 57,439 21,017 83.9 4820
1985 57,948 . 54,264 229.8 13314
Paddy 1981 2290 2180 708.3 1622
1982 2450 2305 666.8 1634
1983 2272 1956 486.4 1105
1984 1810 1566 600.5 1087
1985 2452 2101 607.0 1489
Maize 1981 1042 705 376.8 393
(Seeds only) 1982 794 477 354.7 282
1983 1086 600 259.0 281
1984 1389 775 223.0 309
1985 1363 857 300.4 410
Millet 1981 41 35 204.0 8
1982 11 10 201.0 2
1983 87 78 163.0 14
11984 123 116 202.0 25
1985 o8 - 94 158.0 16 -
Source:

Comparison Between Plannin
Of Grain (Domesti

WHEAT

Table 37

Ministry of Planning Annual Report, 1985, p. 59.

g and Achieved Buying Programme
¢), 1976-1983 (Tons, 000)

BARLEY RICE
v Expect. Actual i~ .| Expect. | Actual Epect, | Actual
ear Buying Buying % | Buying | Buying % | Buying Buying %
ig?lg 300 589 196 10 21 |205| 30 67 225
1978 500 | 150 30 15 16 109 50 91 183
1979 350 208 85 20 43 215 | 120 115 96
1980 500 182 36 33 41 124 | 100 122 122
1081 300 399 133 35 200 570 | 145 63 44
1085 500 336 67 50 289 577 | 140 73 52
loga 350 405 - 115 .| 250 230 92 | 110 110 100
250 233 93 150 85 56 | 110 89 89
Source;

Ministry of Trade, 'Annual Report, 1983.
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planned and actual production were as high as 30%, 56% and 52% for wheat, barley and
rice respectively during the period 1976 to 1983. Such variations directly affect stock
levels at the end of each year, a situation which may threaten the national interest.

 Until the 1960's, Iraq had been self-sufficient in grain, with a small amount
available for export, buf; since the level of production has dropped, wheat, barley, rice “
and even fruit and vegetables ha\‘reb had to be imported. Until 1972, Iraq was able to ’
export some of her grain production to neighbouring countries. Table 38 shows export
trends from 1965-1972, Iraq started to tmport grain after the Land Reform System was
introduced in 1970 therefore the hypothesis that production declined immedtately after
the implernentation of the land;refonn system appears to be supported. Table 38 which
shows the trend for rﬁéjor imports over a number of years, indicates that they have
increased in both volume and value, especially in the most recent period, and that the
rate of tmports was higher during periods of lower productton. Thus, the recovery of
agricultural Prosperity in Iraq is possible. ,

Most of the grains grown in Iraq are of the winter season type. Usually the land is
pre-watered in October of each year and ploughed again one month before planung.
During the last two months of the year. the seeds are planted in small areas by hand
and in larger areas by machines. The yield is then harvested at the endk of the fifth
month of the following year. | | '

| Machtnery undoubtedly plays én irﬁpoftant part in the development of the
agricultural sector, and particularly for certain crops. The use of 'the tractor is -
becoming mcreasmgly pépular particularly by private sector farmers. The government
sometimes makes an effort to provide the'necessary machinery and implements which
May be available for hire from stations built for this purpose by specialised
°°6Perat1ves. The researcher's opinion is that these services are very limited in terms
of quantity and quality and greater efforts are required. The officials working in this

field lack technical experience and the experiment has not been successful. Intensive
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Table 38 ;

Trend of Grain Exports, 1965-1972 (000ID and ‘Tons)

WHEAT

-

. e —
. e
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Y _ RICE BARLEY
ear Quantity Value Quantity | Value Quantity | Value
1005 1,312 30 0.011 0,915 128 2,000
1966 26,943 763 0.002 0,183 150 3,000
1967 485 16 0.010 1,0 11 0,279
1908 505 14 1.000 89,0 40 0.677
1969 14,452 383 4.0 234 82 1.300
970 | 225 8 80.0 8 36 0,538
1971 0 > ’ > 0 3
1972 13 282 50.0 7 190 4,500
Source: *  Ministry of Trade, Annual Report, 1979
Table 39
' Quantity of Grain Imports and Value from 1975 to 1984
(Million Ton/Value)
| ' THE COMMODITY :
Wheat ~ Rice Barley

Year Quantity Value Quantity Value Quantity | Value
1975 0.568 39.7 0.151 24.0 0.002 0.336

- 1976 0.616 41.8 0.188 - 23.7 0.028 0.245
1977 1.363 54.5 0.244 233 0106 | 45
1978 1.323 26.2 0.194 27.7 0.155 5.5
1979 1.483 77.0 0.363 - 53.0 0.101 46
1980 2.115 152.2 0.400 64.1 0.253 15.0
1981 1.306 99.3 0.333 62.0 0.136 - 96.0
1982 1.598 95.6 0.400 51.4 0.100 38.0
1983 2.383 40.5 0.490 66.8 0.204 1.7
1984 3.077 180.9 0.675 36.6 0.409 5.9
Source; - L L

. SPwrce:  Mintstry of Planning, 1884, p, 45



preparation is required for providing such services but there is no indication that this
has been provided,‘ despite the government's desire to encoixrége farmers to own
machines. Statistics appeaf to support the researcher's opinion. There was only one
specialised cooperative providing machinery services in 1985 and this had no
experience in the field of agriculture so with a staff of eleven, it could hardly be expected
to Provide the required services for the whole country or even for one region Moreover, -
according to the 1985 reports by the Ministry of Agriculture and Agrarian Reform in
1984, only two training programmes were undertaken, involving sixty-six farming
trainees. With reference to the agﬁcultural traintng programme, no provision i{s made
within it for providing tratning in the use of machinery. Table 40 shows the number of
programmes arranged and these do not appeér to have been euccessftxl.

When using these machines. farmers are exemptéd from the cost of fuhl and
COOperatlve members are given priority and a discount of 10% of the nonnal price. In
general the number of tractors and harvesters employed 1n this sector increased from
22,000 1n 1976 to 38,778 in 1985.35 Ownership of machines used in farming is more
Wwidespread in the private sector than in the public sector, see Table 41. In 1985. the
public sector owned 0.04% of all the machines used in Iraq, while private sector
ownership was about twenty-six times greater. This greater use of machines by the
Private sector may allow us to assume that the private sector is more innovative than
the public sector. The researcher bases this opinion on the fact that the private sector
made use of technical tnput even before the Land Reform system was introduced. The
vau'101ls>l'easons for this might be a useful source of further study. A report by the
Ministry of Information 1sst:ed in 1977 revealed an mcfease.in tractor working hours.
Diﬂ'erences in the average working hours of tractors indicate that there is a low level of
utilisation of avallable capital resources. 'fhe average number of hours for tractor per

Year increased from 178 tn 1965 to 460 in 1972. Thus the efficient use of machines may
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Sector -

Rt o S »..-.‘

Table 40

Training Programme for the year 1984

Programme Number
The Subject Number of Tralnees
Agricultural Training .3 8
Agricultural Development | 2 22
Machinery Training - ' - -
Total 5 30
. Source:

Number of Agricultural Machines in the

Table 41

Agrlcultural Sectors in 1985

" KIND OF MACHINES

Ministry of Agriculture and Agrarian Reform Annual Report, 1984.

Public Sector 19821Yactors 1985 IQ{RXZWS?&;S 1982Pump§985

Ministry of Agricultural & ’ V )
Agrarian Reform 1691 821 846 114 849 708
Ministry of Irrigation 642 453 19 18 as2 | 72
Cooperatives 134 10 - 2 773 523
Total‘ 2449 1284 | 865 134 | 2074 1303
Private Sector 27507 34721 | 1908 | 2053 | 35662 40573
General Total 20956 36005 | 2773 | 2187 | 37736 | 41876

s o
ource: M ’ntstry of Agricultural and Land Reform, Annual Report, 1985,

Table 42

Regional . Gains from New Planting Methods
Foxf Wheat and Barley in 1980 (Kg./Donum)

Tfadttional

New Method
Region Method. Output Output
Babel 401 592
Diyala 226 622
_ Sulatmania . 233 514’
Mosul 136 357
Arbil 132 386
Kirkuk - 122 338
Source: Ministry of Agricultural, Annual Report, 1980.
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mcréése agricultural productivity and may represent one of the factors that contributed
to the increase in agricultural productivity by the public sector.

In Chapt.er Five we mentioned that successful efforts were made to encourage grain
Productlon as a part of a naﬁonwide ‘govemment project, including adopting a more
scientific approach and providing modern agricultural prerequisites such as an
improved hv'rigationl nefwork. fertilisers and pesticidcs. appi'opria_te managenal skills,
and level of agricultural credit. In Iraq those inputs which provide a higher yleld are
gradually being introduced, but the introduction of new technologies, both biological
and cherrncal,' have proved to be successful, and other benefits will be achieved in the
lorig run, if there is widespread implementation of such measures as increasing
cropping ihteﬁsity. reducing costs, incrcasing rural incomes and in general,
concen&atlng ori the production of more valuable crops Such pollcies were purs"ued in
197636, The principal overall benefit from this programme was that productivity
lncreased although up-to -date statistical information about this programme was given
in Chapter 5. Using niew planting methods, the average productivity of each donum was
468 kg cornpared with 208 kg using traditional planting methods (see Table 42). The
success of such a policy would be assured If it was implemented by cooperatives at
national level, Agricultural cooperatives are responslble for more than 60% of all the
cumva'tte‘dyland and the govemment tries to provide them with the necessary market
infrastructure. The researcher believes that if such projects are undertaken throughout
the country as a whole, this will encourage farmers to devote most of their time to
Planting produce which is more profitable. By so doing, benefit will be derived from
existing ¢°mparative advantages which may help to reduce the acute shortages of some
types of agﬁcuiturél produce. Moreover. the provision of these facilities, when coupled
Mth the guaranteed prices set by the government, has some influence on both the
°°mm°d1ty and credit markets. Guarantced prices offer the farmer greater security

3gainst price ﬂuCtuations and make him less dependent on the moneylender. This in
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turn makes him less vulnerable and provides him with better means of increasing his
yield.

Rice grows best where humidity is high, especially in marshlands. Thus, the best
Plan is to encourage the planting of rice in the Southern part of the country as
appropriate conditions exist in the South. On the other hand, farmers should be
encouraged to grow barley and wheat which is more suited to condltions there in the
Northern part of the country. | The ‘researcher believes that by usmg up-to-date
technology and msodern inputs, the production would rapidly increase ’and reach an
unexpectedly high level. The researcher's view is based on the étafistics related to cropé
delivered by farmers and marketed tﬁrough offictal éhannels. Table 43 shows that
wheat and barley dellvéred to the "Géneral Establishment of Grain" from the North
Part of Iraq represents 73% of the total amount received by that establishment, The
contribution for the North is in fact greater than the joint contribution of the Middle
and Southern part of the country and the quality of the grain is higher. When
Productivity is at a. high level, the government can reduce the volume of imports while
ensuring that nationwide demand for such a stéple ftem of diet is met. Not only would
such a policy be appreciated, b’ut it u}ould also lrhpi'ove thé government's image.

A part of the ﬂve-y;:ar pla‘.n’coverlng the period 1976-1980. the govcrninerit arranged
to cultivate 1 milllori donums in 1978 and a committee of personngl who were
Specialists in agricultural affairs was established to arrange for the cultivation of 5
milion donums in 1979, The aim was to increase grain production in order to secure
self-sufficiency by 1980. Table 44 which illustrates the value of allocations to cover
grain imports, indicates the size of this project. More than ID140 million was allocated
to achieve the target. Although the government has succeeded to some extent in that
farmers are producing larger quantities of grain, the national target was not achieved.

On the contrary, in that particular year, namely, 1980, the level of imports increased

Compared with that of previous years. The quantities of barley, wheat and rice
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Table 43

Wheat & Barley Delivered to "GEG" (1981-1985) (Tons)

Northern Region Middle & Southern Regilon
Year Wheat " Barley Wheat Barley
1981 299,696 237,677 58,107 67,797
1982 ' 330,157 180,512 77.639 55,680
1983 193,698 27,151 56,379 63,706
1984 . 17,394 17,000 58,772 86,773
1985.:. - 579,063 462,844 108,970 223,078

Soyrce: Ministry of Trade, Annual Rebort. 1985,

Table 44
Grain Import Proj’ect‘ in 1979

Armount Amount Commodity

Comrﬁodity ?rgocﬁttl‘{gns) g(lz)thtlltons) (\;gue Reached
* Wheat 83.0 83 57,722,693
Rice 53.0 53 53,000,483
Barley ‘4.4 44 14,268,232
Source: .

Ministry of Trade, "GEG", Annual Report, 1980, p. 7. -
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imported were 253,000, 2,115,000 and 400,000 tons respectively, at a cost to the
government of more than ID231 million. Obvious reasons for this failure to achieve the
objectives set were the lack of fnahagerial ‘skﬂls. and the misallocation and inefficient
utilisation of available funds. These points were discuﬁsed in Chapter._s.

Despite the low productiﬂty in re‘sp‘ect of grain, the gove;-nment's position was
enhanced in the recent years by the implementatiori 61‘ fhe system of guaranteed prices

and the considerable measure of cohtrol exerted over the distribution and marketing

system of these commodities.

7.4.2 The Marketing of Grains -

At the end of 1969, the "General Establishment For Grains" (GEG) was established by
law numberl 19. and was to be administered by the Ministry of Trade. Its objectives
were redefined in 1982 when i became the government department responsible for the
Supervision of Local and forsign trade related to grain and for its transportation,
pProcessing and storage. Thus it has become the sole distributor of grains 1n the country
for both the private and public sectors, and it has monopolistic rights in the grain
market. It has jurisdiction over both domestic and foreign trade in grain. It ﬁas a
number of other functions. such as recording and publishing information relating to
markets and supplies, granting permission to buy and sell grain and regulating
movements in both the domestic and export trade, It can exercise control to stabilise
Prices and it s authorised to support domestic prices when necessary. In the fleld of
storage, it has responsibility for constructing grain silos. Thus the size of its
investments constitutes an important and integral part of Iraq's developmént plan. '
The GEG headquarters s in the captial, Baghdad. It has fouf branches throughout the

Country to facilitate and supervise the grains movement between the silos in the
| Northern, Middle, and Southern parts. All major contracts and other agreements

concerning the importation of crops are signed by the "Administerial Committee”
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which has full authority and responsibility for importing any type of crop which is
classified as crucial to the economy, particularly if it is not produced locally.

The "GEG" is of vital importance to the national economy. It is responsible for
making grains available in terms of the quantity and quality required by the
consumers at the nght time and at the right price Accordingly. its main function is to
ensure that there is an adequate supply of grains for consumption by buying it locally
or impOl’ting it from abroad. In fact, arranging for imports has become its major
function due to the decline in domestic prOduction. Thus it is of great importance to the
économy as a means of providing a regular supply of food for human consumption and
also of foodstuff for antmals. - k

The GEG serves both the public and the private sectors, supplying not only the
merchants or wholesalers in the market but also the bakers and millers in thepublic
sector. It therefore bears heavy responsibility for dealing with these vital areas of the
économy CSPCClally since it has to cope with ﬂuctuations in production from year to
year, Therefore. large-scale production of grains in particular would make its
operations more effective, allowing it to deal more successfully in world markets to
reduce the import levels, lower prices and minimise the need for govemment subsidies,
Table 45, shows the quantities of grain sold during the period 1976 to 1983. The
amount of grain sold over this period has increased as is shown by a comparison
between planned and actual sales of grain. The rate of increase for wheat, rice and
barley was 21%, 15%, and 39% respectively. |

The most obvious characteristic of grain production is that there are marked
ﬂUCtliations from year to year. When fluctuations are underestimated, which 1s
generally the case, as the information supplied by those Involved in the agricultural
Sector is subject to political considerations. this situation imposes on the GEG the
obligation to take prornpt action to avoid the effects of this irresponsible behaviour

Which leads to the need to import grain of low quality or the required quantities at high
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'WHEAT

Table 45

Comparison - of Grain Quantities

Sold from 1976-1983 (000 Tons)

BARLEY RICE
Sales Actual | % . Sales Actual | % Sdles Actual | %
Year " Sales Change | Expected | Sdales | Change | Expected Change
1976 - 1080 1311 | 121 00 " 53 59 . 204 - 223 . 109
1977 1250 1507 121 100 120 120 240 257 107
1978 1550 | 1679 - | - 108 120 105 88 264 302 114
1979 1708 © | 1934 | . 108 180 | 229 127 | 310 342 110
1980 2028 2033 1100 - 250 302 121 - 283 383 100 %
1981 1816 1866 - 103 © 250 348 139 . 870 388 105
1082 1809 : 1.2208 . | . 121 375 401 106 411 466 113
1983 2381 2344 | 8 348 376 109 429 . 493 115
Source: .- Ministry of Trade, GSG, Annual Report, 1983
Table 46
_ Level of Stocks of Grain on Yearly Basis ’
From 1976-1983 (000 Tons) -
WHEAT o
sales Actual | % "Sales Actual | % Sales Actual | %
Year Expected | Stock | Change Stock | Change| Expected | Stock | Change
1976 340 238 70 70 49 70 20 88 80
1977 180 110 58 56 108 189 20 13 65
1978 - 380 171 |. 45 72 27 - 38 40 80 199
1979 744 234 32 71 65 81 82 21 25
1980 676 504 75 128 | 125 08 83 83 101
1981 529 377 71 92 124 . 135 62 172 278
1682 532 330 62 103 70 68 84 10 11
1083 658 345 52 107 |1 103 87 49 66

Source;

Ministry of Trade, GSG, Annual Report, 1983.
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prices. This clearly has an adverse effect on the balance of payments position. Above
all this puts the national security in danger. Table 46, shows how fluctuations in
production have affected grain stock levels during the period 1976 to 1983, when levels
for wheat, rice and barley declined to 32%, 38%.vand 11% respectively. Therefore
domestic production does not maintain adequate stock levels.

_ The researcher believes that the lack of accurate information about production is
the most cructal problem facing the GEG. This problem is caused by the absence of
coordination between the various government departments involved in the agricultural
sector, namely the cooperatives, the Ministry of Trade and the Ministry of Agriculture
and Agrarian reform. But responsibility must also be borne by the productive units, ,
and the many administrative problems encountered by the GEG. Failure to estimate
production levels creates chaos and seriously aITects plans for importing grairi, 'I‘he’
administrative problem is concerned with how to ensure that crops reach thetr final
destination, in other words, the policy managed marketing agencies are not capable of
handling the distribution .éf large numbers of widely dispersed, small marketable
'surpluses of subsistence Crops. Wheﬁ grain is in short supply, free market prices almost
al‘.”aYs tend to be higher thah those ﬂxéd by the government, thereby making it
difficult to ensure that grain is marketed through the GEG.’ Guaranteed prices will be
discussed again later in this section.

- The GEG faces problems related to the marketing and production of grain. Thus the
Present policy adopted towards producers rhust be revised in such a way that they are
Provided with incentives. For example, a premium should be paid to those producers

‘who provide high qualtly produce. Worthwhile incentives must be offered to those who
achieve the prescribed target. Most of the produce, according to an official 1s in a filthy
state and unprocessed, and generally the good and the bad quality produce earns same
Feward, just to ensure the support of farmers and cooperatives, but this policy stmply

excludes the posibility of providing incentives in the long run.
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Credits, should be provided at the start of the season and during the preparatory
stages. Funds should also be made abailable after the‘harvest for clearing the farm and
free transport facilities should be provided.’ An official told the researcher that farmers
are paid only 2% of the total vélue of what they sell to cover transport costs, grading
and personal expenses, Obviously this is a trivial amount and it is regarded by some as
merely a formA of charity. The psychological effect of this is that a poor relationship
exist between farmers and officials. Moreover, they may as a result, prefer to sell their
produce in a free market, thereby saving both effort and time, rather than be prepared
to accept such low return.

In contrast giving producers credit in advance will encOurége them to keep
producing grains , and Improve their relationship with the GEG. This relationship
would be strengthened in the long run, and farmers would be less dependent on money
lenders in that they would be able to obtain their flnancial requirements in advance
without their bargaining power being weakened. Prociucts have to be delivered to a
collection station administered by the General Union of Cooperative Peasants. At the
stations there is a representative from the GEG whose duty it 1s to examine the quality
of the grain (to ensure that the pre-set specifications are met), such as protein levels, the
percentage of spoilage and various chemical specifications, but in practice most of the
Prodce was treated in the sarhe way, with little or no differentiation in terms of quality.
The produce 1s then transported to the nearest silo . -

To ensure that all the produce is delivered to the collection stations, the guaranteed
price is usually higher than the market price just after the harvest, in order to
encourage farmers to sell their produce to the GEG. The guaranteed price is usually set
at ministerial level, and a small premium is added to the basic official price to
differentiate quality standards. The price set is usually fixed with reference to the local

Production level and prices in the free market.
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The researcher obtained ‘a list of the guaranteed prices relating to the grain crops in
our study in rec‘ent’years in order to assess how far official prices reﬂected changes in
the increasing costs of production, and the desire to ensure that produce reached the
GEG by providing incentives for farmer. 'I‘he list is presented in table 47, The table
reveals that guaranteed prices have increased by only 50% over a period of six years
which may be regarded as quite a small increase.. On the other hand. the price
differential relating to different qualities is about 5% except for riee where the
percentage increase is a little higher. The conclusion is that little incentive was given
to producers in general and little encouragement to provide high quality produce.
Accordingly, farmers in the remote areas might prefer to sell their produce to the
private sector, bearing in mind that the higher guaranteed prices are counter balanced
by the additional costs involved, and thts deters farmers from dealing with the“public
sector which in theory should provide a preﬂt made up of the difference between the
guarantcect and free market prices. Furthermore, dealing with official departments is
time corxsarning if no close relationship is established between the farmers and the
GEG, by, for example, providing credit in advance, or appropriate services, it is not
likely that farmers will be encouraged to deal with trre GEG, especially since statistics
prove that‘cultivatton costs increase faster than the guaranteed prices.37 The
researcher is of the 6p1nion that the estimating of costs was not performed accurately,
in view ef information obtained during his discussions with many officials in the
Ministry of Agriculture; Those officials emphasised that the setting of guaranteed
prices should be arranged following consultation with other parties who have a direct
Interest in the overall agricultural process, including representatives of farmers,
managers of wholesale markets, and private wholesalers. The contributions made by
these representatives would ensure that prices were fairer and more acceptable to
Producers. In iraq. government agencies generally lack the necessary administrative

structure to enable them to purchase a significant protion of the marketed surplus at
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List of Guaranteed Prices of Grain
During the Period 1981 to 1986 (ID/Ton)

Table 47

The GEG Annual Report, 1985.
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1981 1982 1983 1984 1985 1986
Wheat, 1stGraded | 74 | ™88 | 100 110 140 155
Wheat 2nd Graded 70 84 96 102 130 140
Wheat - Small 65 . 78 . 89 92 - ‘120 1120
Barley ‘ 65 72 . 85 90 120 120
Rice - Anbur 137 . 150 - 170 210 250 . 300
Rice - Furat 22 90 105 115 125 150 180

~ Rice - Furat 36 .8 | 95 105 115 135 |. 165
Rice - Yareet . 65 , 65 o 65 65 65 65
Source: Ministry of Agrlculture, . :

o General Establtshment for Cooperattves. 1986
Table 48

Quanﬂtles of Grains Received by the GEG

; _From 1975 to 1985 (000 Tons)
Year Wheat " Barley Rice
1975 205.1 3.9 22.0
1976 550.1 . '21.0 . 91.0
1977 1400 16.0 129.0
1978 .. 201.0 43.0 108.0
1979 176.0 39.0 89.0
1980 389.8 144.4 108.4
1981 332.0 287.0 108.4
1982 201.3 235.0 106.5
1983 © 228.0 88.0 63.8
1984 45.0 61.0 55.6
1985 657.5 656.2 43.7
Source;



low fixed prices so that they can have an impact on market prices. Thus, government
corporations dealing in grain often have to depend heavily on tmported supplies during
periods of shortage, 38 and not surprisingly this particularly affects the GEG which can
only obtain locally about 40% of the required amount of grain. Table 48, represent the
quantities of graing received by the GEG from 1975 to 1985. This clearly demonstrates
how small were the amounts reaching the GEG compared with the quantities imported
during the same period ﬁable 4). Lack of coordination between the GEG and another
department dealing with grains. namely. the "General Estabhshment for Feeder
Anima]s" (GEFA) aﬂ'ected the GEG's work to considerable extent. The researcher found
that some of the wheat available for human consumption is sold to the private sector
for conversion to material for feeding animals. The price paid by the private sector for
a ton of wheat to be used for this purpose is generally 1D36. After processing, it Is then
sold for 1D80 a ton. This means that part of the food stuffs is diverted to other purposes,
The private sector uses wheat because it brings high‘er profits due to the government
subsidy which makes wheat particularly attractive. This type of business obliges the
GEG to import more than was originally planned and this means that very large sums
are spent on importing gratns which are not intended for human consumption,
Moreover, this applies, frrespective of quality standards, and it also applies equally, to
domestic and imported wheat. The researcher believes moreover, that the existing
situation makes it possible for a black market to be created, whereby wheat bought at
low prices can be resold at guaranteed prices, which are higher, Although no official
evidence of such a practice has been produced, this possibility should be the subject.of
f“rthcr‘ investigation, but this lies outwith the scope of our study. The solution to this
Problem which s underestimated by officials is to implement a careful pricing policy
under the terms of which there would be an adjustment to the price of raw material used ‘
for Producing animal food and steps would be taken to ensure that low quality produce

Was used for that purpose. Another alternative is to import animal food which is
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cheaper than producihg it locally. These altematives are practical methods of
overcoming an existihg problem and at the same time they would help to ensure that
produce would be differentiated in respect of high or low quality, therby providing an
incentive to supply high quality produce, and also to reduce the price of feeding stuff for
animals. These measures shbuld be knplemented immediately through collaboration
between the GEG and the GEFA.

Granting government aid>to the GEG contributed to a large extent to developing its
economic activities. The first step was to increase the captial provided frém 1D 100
million to 1D250 million in 1985. Table 49 shows sales of grain by the GEG in 1985,
. the revenue from these sales totalling more than 1D 235 million. Such an expansion of
the establishment's activities placed a heavy burden on the government which had to
Provide additional subsidies to maintain price levels. The GEG's losses without
~ government substdies totalled 1D12 million, in 1984, increasing to 1D185 million in
| 1985, These figures show that distribution costs almost always tend to be lower under a
free market system. The high cost of the GEG's operations is due to the fact that
management costs are uSuaﬁy high because a large permanent salaried staff is
employed. Also the high cost of its marketing operations often stems from the
handling of commodities in storage and during transportation which 1s less careful
than usually occurs in the private sector, and which results in poor quality produce.

In general, the Public sector marketing and processing facilities are often highly
captial-intensive and frequently underutilised, so that operational costs are higher.
These potnts, which also apply to other developing countries,39 will be discussed
further, later in the case study.

An unbiased view of the onerous actlivities undertaken by the GEG, despite the
relatively high costs of its operations, indicates that government intervention through
this departmer}t‘has performed a useful function in providing these principal items of

the Iraql populations's diet. However additional facilities must be made available to
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Table 49
- Quantities of GrainsSold in 1985

. Quantity Value
Commodity (M/Ton) (MID)
Wheat ' 2.6 80.2
Barley : 0.6 45.0
Rice : 0.5 - , 108.0
Ot.hef Crops -1 001 . , , 1.8
Total 3.71° e 235.0

~———— . ... Source: Ministry of Trade. _Annual chort 2 1985 e
provide the necessary impetus and incentives for even small farmers to increase crop

production in general and grains in particular,

Officials are concerned about storage and transportation problems which directly
affect the establishments day-to-day activities. ‘Of the two, the researcher feels that the
storage problem is the more important. The researcher believes that the transport
problem is the main cause of under-utilisation of present capacity, a problem which
could be overcome if managerial skills were effectively employed.: Farmers also
expresed their concern about the inadequate marketing services provided by the QEG.
7.4.3 Grain Storages -

Because storage factlities are inadequate, fann;ars prefer to dispose of their produce
as quickly as possible. With reference to grains in particular they are reluctant to store
these products because of the risk of spoilage. This problem is particularly serious for
the GEG as it is responsible for maintaining produce in condition and satisfying
Peopel's needs for this staple food at the right time and in the right place. In general,
Providing storage facilities near production areas would reduce the transport problems
and save farmer's time,

At official level, the proposed programme is gradually to construct storage
warehouses with an eventual capacity *‘of 685. 000 tons. Warehouses only with a
capacity of 265,00 tons were provided in 1985, it was expected that_ ‘storagc for the
Témaining 420,000 tons would be avatlable by 1986. In 1985, warehouse capacity waQ

allocated between various agricultural products as follows:

R : , . Storage

Grain Capacity (000 Tons)
~ Wheat and Barley 615

Rice 80

Mansory 246

Total : 941

' 47N '
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A study of the statistics relating to the GEG activities in 1985 revealed that it
handled 5,073,000 tons of grain either imported or bought locally. The GEG sold only
3.215,000 tons in that year, so that the remainder would not be catered for by the
existing storage capacity mentioned above. Thus the extra storage capacity required is
about 917,000 tons, and this deficit in capacity is exacterbated since, accordmg to the
available data, storage capacity for 246,000 tons is not suitable for storing grain. In
general, available storage capacity represents only 50% of the country's requirements.
These figures give some indication of the amount of waste and grain loss borne by the
GEG and the economy as a whole. The official figures show that losses in 1985
amounted to more than 9% consisting of 7% for rice and 2%for wheat and barley, but

the FAO believes that losses are probably higher, 40 a view with which the researcher

concurs,

4
-

The rapid expansion of storage capacity should be given top priority among the
different government projects atmed at achieving a successful agricultural policy,
particularly as a means of improving ¥hc present marketing system. The government
has become aware of this problem and has therefore decided to increase the existing
Capacity during the next five years. It is hoped that total capacity will exceed 1,376,000
tons by the end of 1988 41

From the researacher's discussions with officials in the GEG, he found that
Sometimes new silos delivered to the GEG suffer from some form of technical deficiency
which requires the expenditure of considerable time and effort before the silos can be
Put to proper use; This entails delay in benefiting from the use of these new storgage
facilities, therefore, strong measures, must be taken to avoid this weakness.

7.4.4 'rhle Transport Of Grain:
Just as the storage problem increases thé level of rlsic. so transportation affects costs
and both of these factors affect prices. The researcher, having investigated the

transport capacity available for use by the GEG came td the conclusion that inefficient
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use of that capacity was responstble for the problem referred to by officials in the GEG.
Whatever the cause of the transport problem, however, the point is that delays in
transporting grain adversely affect both farmers and the GEG. The local transport
problem is concerned with the transport of the agricultural produce from the farm to
the asgembly stations, and from there to the establishment's silos. An inadequate and
inefficient transport system - makes it impossible to deliver produce punctually or
regularly to the areas where they are required. N

Using trucks to their full capacity would help to reduce the problem causéd by the

shortage of transport services. The solution is to increase governinent services and

_Provide additional capacity where there is a shortage in the production areas. Thus the
GEG must have access to the necessary government funds for every aspect of their
cconomic activities. Most of the trucks required are inoperative due to technical -
fallure, which means that the available capacity is not efficiently exploited.  For

“example, of the 221 trucks with a total capacity of 5494 tons that were abailable in
1983, only 131 were in service in 1585. In other words, 90 trucks or 41% with a
combined capacity of 4500 tons a day were not abailable. Also, maximum permissible
use of each truck is not achieved, Although mathematical calculations concerning the
technical specifications of trucks are outwith our research area, the researacher, in his
discussions with officials, fouﬁd that a truck's working hours are cénsldcrably icss
than its technical speciﬂcaﬁons permit.

In general the utilisation of fully capacity would reduce the problem of shortages in
the consumption areas and surpluses in the production areas. Thus action to reduce the
€ap between supply and demand should be taken. The inefficlent technical services
Provided at offictal level means that price differences between the production areas and
the collection stations will persist, caused by problems in storage and distribution.

The researacher believes that through tﬁe involvement of the "General Inland

Transport Establishment” in the transporting of grain between silos in different
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governorates, the GEG could liquidate its truck assets and withdraw from management
participation in the transport problem, Similarly, the GEG's involvement in buying
and trading in locally produced grain should be transferred to another government
dtEPartment since it is mainly concerned with importing grain from abroad and
domestic production constitutes only a small proportion of its business. The suggested
department could be the "GEFA" mentioned earlier. 'l‘his would reduce the adverse
efi'ects of the transport problem. ‘

Before the present war, depots at the port of Basrah could not cope with all the'
imported grain to be loaded and unloaded, produce which represented the bulk of the
imports. In addition. it was the storage centre responsible for rnaintaining the level of
stocks In silos, and for produce from neighbouring regions. The resultingcongestion
brought Chaos to attempts to transi:er grain to various'final destinations. After the war..
it will be necessarv to provide modern equipment to alleviateﬁpressure on these silos in
order to reduce costs and to irnprove the distribution process. According to omcials
this will definately reduce overhead expenses such as those incurred by ships waiting to
be unloaded thereby saving a large amount of foreign currency. Appendix 6 indicates

the quantities of grain handled in the port of Basrah before the war began.
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Conclusion

Agriculture in Iraq is characterised >by vlyolw productivity in respect of most of its
produce, including gfain. productiori of which is well below domestic requirements.
Gratns represent ﬁﬁe steple diet of the whole of Iraq's population, which exceeded 155
milllon in 1985 and is growirig at an annual rate of about 3%, Because the government
is aware of the importance to the population of such produce it became the matn
distrlbutor of grain in the market, but its present policies are ineffective, despite the
huge subsidies it has given to the GEG Government subsidies for this purpose totalled

more than ID205 million in 1985. This amounf of money supports the GEG'& grain

-

marketing activities.

One of the fundamental causes of rural poverty in Iraq is the number of small farms»
and the 'fragmentation of holdings. leén the characteristics of grain p?°d“°ts' the
organisation of productioh‘ and fetaﬂing should be improved to develop an effective
marketihg systefn

Moreover, there are traditional | sociological characteristics whlch opcrate
simultaneously to dctermine the method of distribution. For example, when farmers
live at subsistence level and are ::onstantly in debt, their tendency is to sell their
products to one particular vs./h‘bles‘aler.‘ Therefore, if the marketing system is to play its
Proper role in implementing a development plan, and if the government s genutnely
concerned abOut enSuring a continuOus supply of grain to the GEG, all the facilities
Drovided by the wholesalers to the farmers should be made available by the government
itself, so that farmers can be mdependent of the wholesalers The GEG should undertake
spectfic responslbﬂity for various types of services such as providlng credit, arranging
for the collectlon of produce frorn farmers, processing it and transporting it to the final

destination, Again, the implementation of such a system should rstart at the farm. The
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obstacles to the achievement of a rapid and sustained increase in agricultural output by
Iraq are great and many of them are lodged deep in the social and political fabric of the
country. The government pays Iragi farmers at present, ID136 per ton, whereas it pays
ID76 per ton for imported produce, so clearly improvements within the agricultural
Industry itself constitute an indispensable basis for economic progress. Improved
marketing practices can provide the producer with a better returm and the consumers
with higher quality products at reasonable prices, particularly by devising a more
.~ effective distribution system. |

Through the research, the researcher found that most of the GEG activittes depend
on the shortfall in local production. At the same time, the volume of future grain
imports also depends largely on the governments' programmes for agricultural
development and the extent to which farmers are prepared to produce crops with‘a high
yleld. A complete study and analysis of the grain programme should be undertaken to
dt‘:tcrmine the production, marketing and storage requirements. Farming in the Middle
East is only mechantsed to a slight extent, the use of machines being neither widespread
nor intensive. In Iraq, we find that the public sector owns fewer machines than the
Private sector. Fertilisers are not used in growing whéat or barley. It is not surprising,
therefore, that land that has been producing for thousands of years, without any steps
being taken to malintain its level of fertility, now produces very low ylelds. To achieve
Maximum benefit from the land, the Ministry of Agriculture and Agrarian Reform and
the Ministry of Trade must coordinate their activities. This objective would also
Tequire more funds which th; researcher believes the government would be prepared to
Provide and efforts should be made to improve every aspect of grain management.

An official stated that most bf the delivered crops contained a high percehtage of
mould and were already rotten. The blame lies with both the farmers and the GEG.
Produce should be Processed on the farm, by farmers or cooperatives, to avoid chaos in

the distribution process, one of the many points already referred to when the various
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services the GEG should provide were discussed. The interpretation of this is due to the
lack of marketing knowledge, coupled with inexperience in this field, creating
inefficiencies in handling of the produéts when harvested and when delivered to the
firm. Because farmers are not organised as a group. they do not know which products
will attract consumefs. and so they lose the opportunity to 1mprdve their position. This
lack of orgahisation weakens their bérgalning power. |

Rapid agricultural advance requires an improvement in the market infrastructure
and the provision of labour-intensive public facilities. Where new agricultural
technologles are provided for rural public enterprises, local people tend to benefit from
them. Changes in marketing, handling. transportation and so on can only operafe
efficiently within the physical framework of an infrastructure which has yet to be
created. Progress will, therefore, be slow, but the benefits in terms of mcreased supply
and increased satisfaction of consumer demand at reduced prices will easily outweigh
the cost involved, Transport facilities are limited, but to help to solve this problem, the
researcher suggests utilising the firm's own vehicles and increasing the use of local
waterways. Other suggestions were proposed when we discussed the transportation of |
grain, ‘

Unlike some other Arab countries, Iraq's policy is to use oil as a weapon so that in
the long run agricultural self-sufficiency should be ensured by the expansion of
agriculture to compensate for any loss of tmported produce. However, in present
conditions self-sufficiency could be achieved by ensuring an adequate flow of grain
‘Supplies to meet emergency ;'equirements. by increasing storage capacity and facilities.
In the researcher's opinion, the latter policy would be safer in the lopg run for the
national interest. Uncertainty regarding the future political situation may pose a
Serious problem for Iraq. During the past ten years, reserves of grain have varied
between three and four month's supply, which is tnadequate. Statistics show that this

level of stock is not high enough to serve the nattonal interest. The sources available at
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the time of the researcher's visit related to 1983. The statistics for that year show that
the reserves of wheat, rice and barley were 15%, 23% and 13%, respectively, of the
population's needs. Such reserves are too low and special measures should be
introduced as a matter of urgency to improve the overall situation. When the war is
over, immediate action must be taken to increase the capacity of the existing silos,
espectally at the ports through which imports reach the country. The expansion of silos
at Basrah and other locations should be undertaken so that a cépacity of about 2.5
million tons is achieved. The quickest and best way to improve storage capacity is to
construct solid concrete multi-purpose warehouses, which are inexpensive to build and
keep crops more effectively than other types of buildings. Equipping these warehouses
with pesticides and rodent-repellents would help to keep these crops in good condition
and reduce infestation. Such warehouses cvould be used for other crops apart from
grain, in order to maximise their use.

From 5- political point of view, the researcher is in favour éf building annexes to the
Basrah stlo, a proposal which 1s compatible with the previous suggestion, but he is not
In favour of the idea currently suggested by the GEG of providing what is called a
"Swimming Ship" or a "Mother Ship" to be uséd as a terminal for transporting grain to
other silos. This proposed ship would be st;atxoned in the Shatt-al-Arab waterway and
would be used to store cargoes from other ships in order to avoid delay, congestion, and
the heavy fines assoctated with delays in unloading ships. The researcher believes that
putting this idea into practice would depend on whether the officials who support it
could convince the authorities, but it would increase rather than reduce expenditure,
-Bullding the necessary annexeés and at the same time widening the river of Shatt-al-
Arab so that 1t could accommodate even large ships as well as providing the technical |
facilities required would minimise delay in berthing and reduce liability to loss of

foreign currency in the form of fines imposed for prolonged delays.
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In this way, grain would be transferred directly from the silo rather than
transfering it from the proposed ship to the silo then moving it later to its final
destination, which would be a very time-consuming procedure. Moreover, the present
volatile political situation in the Middle East means that the idea is not viable at
present as the risks involved are too great.

From the mosl: up-to-date statistics avatlable to the résearchér during his visit it
seems that the provision of animal feeding products represents a potentigl market
which should be serfously considered. The statiétics for 1984 sr;-ow thai the sales of
barley and Wheat by the GEG totalled 376,000 and 2,344,000 tons respectively, Although
no offictal data exists concerning the tonnage required for animal fodder, the
researcher estimated from his mter\_rle'ws with officials that at least 200,000 tons per
annum of both crops were needed. Appendix 7 shows the number of livestock by kind
and Governorates in 1985, according to the latest figures derived from the livestock
survey It was estimated that the number of livestock was then about fourteen million
which indicates that very large amounts of grain for processing into animal foodstuffs
are required, although alternative sources, such as diate, should also be encouraged.
Moreover, the researcher believes that some bottlenecks that occurred in the local grain
market are often due in part to the fact that grain for human consumption is diverted to
other purposes such as feeding animals, although this matter requires further
1nvestigatlon.

As revealed in the preceding discussion, statistics show that wheat, barley and rice
are the most impoi‘tant cereal crops in Iraq. But the shortages of both wheat and barley
are higher than in the case of rice, although the production of the two farmer cereals
accounted for no less than 90%; of the total area devoted to winter crops. Moreover
their value on average constituted nealry 70% of the value of the gross output of all fleld
Crops. These figures were obtained in discussions with respondents in the Ministry of

Agriculture and Agranan Reform. = Barley, in particular, is also widely used for animal
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feeding as well, both as dry or green fodder. In our discussion we indicated that some
Crops are used for feeding animals as well as humans. The point that the researcher
wishes to make is that the importance of utilising barley as animal fodder should not
be underestimated. In fact. the researcher believes that fluctuations in the poduction of
barley are less mad-ked than for wheat or rice because barley is used to a greater extent
for feeding animals. Thus ihe importance of utilising bar;ey stems from the fact that
inadequate gfé?lrlg.facdiuee are not available. Thus the fact bthat farmers can dse |
barley as green fodder for grazing their livestock and also manage to producc a grain
crop is particularly lmportant and should be regarded as being of benefit to both the
farmers‘ and the national interest. In the Southern province. barley production is
£>arucularly important. This is because barley generally requires less fertile soil and is

more tolerant of salt in the soil than wheat. v,

Summary and Conclusion

The previous case studies show thal?polltical considerations have aﬁ effect on the
Operations of any enterprise, from the appointment of staff to making managerial
decisions, Moreover, when officials are engaged in marketing activities. they adopt a
Political stance, without recognisthg that the government itself wishes to effect a
change in the passive reaction displayed by consumers towards its activities. Thus,
most of them need further training and education to enable thern to implement the
reasons for government intervention. Without appropriate experience and
understanding, lack of judgement is only to be expected and this influences the quality ’
.PrOduce and greater overhead costs are entailed. Most of these government enterprises
have been ynproﬁtable despite receiving subsidies in respect of staole foods, but they |
give the impression to top government officials that they are operating effectively.

The present system operates in favour of small-scale private mterests which may or

~May not be in keeping with the national interest. Moreover, it i3 not vertically
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integrated, its structure being based on large number of wholesaling and retailing rings.
It is therefore necessary for both farmers and the industry as a whosle to be so
motivated and educated so that innovate practices will be introduced to promote the
process of developmerit. Therefore, any attempt to provide a successful marketing
system should be revolutionary in nature and realtstlc in its application. The purpose
would be to improve the efficiency and effectiveness of the omsent system.

The above criticism appears to suggest that the aumonties should give more scope to
the private sector to work, but this is not necesserﬂy the case. Certain measures could
be taken by the public sector to increase government participation in the field of
marketing in an attempt to change the adverse reaction by the public towards public
sector management, o ; ' ; ‘

First of all, we must point out that although the private sector have had a gread deal
of acumen in the field of commerce, the public sector has taken risks and accepted
without hesitation the level of uncertainty that prevails tn commercial business, which
Is the main reason for the private sector not becoming involved. L ,

Despite the shortcomings of the public enterprises in the competitive marketing of
fruit and vegetables, the marketutg of dates by the private and publtc sectore is highly
Competitive and the level of competition provides an indication of the‘ extent of
government participation in the field of successful marketing, The two sectors compete
in both the local and foreign markets. .Collaboration between the two sectors is
urgently required to create a successful system in Iraq for the marketing of all kinds of
agﬂcultural products Despite the dtﬂ'erent approaches pursued by the two sectors. their
collaborauon might achieve better results The public sector, aided by government
1nt':l'ventlon is able to control and momtor all the economic activities so that they
assist the Process of economic development Within the government policy relatlng to

both public and economic activities, the private sector can achieve its aim to reduce
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operational costs and utilise available sources more efficiently. in terms of
entrepreneurial and management skills, ‘i n

Itis necessary for the market imperfections mentioned in Chapter 3 to be reduced
through action by the government to stimulate competition within the economy by
rneans of its control of finance and other resources, since the private sectors financial
position is such that it is unable to take the necessary steps. The financing of basic
projects such‘ as additional cold storage factlities, improved packaging. more
warehouses and the provision of feeder roads are ail required as a matter of national
policy. R ' :

- The initiative for the'purp‘ose successful collaboration must 'be taken by economic
planners and other omcials concerned with the country’s economy. It is believed that
govemment monitoring of the private sector in relation to the development process
Wﬂl reduce the hostility displayed by public officials. An appropriate government
policy would ensure that the correct attitude is adopted towards the private sector where
an education programme is needed and that political interference which does not bring
economic beneﬁts to private enterprise is reduced

Again collaboration between the private and public sectors would increase the fund
of goodwill between them which In turn would help to provide improved agricultural

marketing services and less expensive products. in the interest of both producers and
consumers, \ '

Precisei*ni'.onnation would be vrequired concerning the situation in market places
throughout the country, To obtain sucb information, a capable and reltable body would
have to be established to arrange; at low cost, for the transfer of specific types of produce
to Wherever they were required. in order to meet different cosnumers' demands and
Preferences. Success in so doing would depend on the attitude of decision-makers and

those In authority and the availability of the information needed to cope with

tonstraints and overcome obstacles.

~
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It is essential that improvements in the market infrastructure should accompany
such measures in order to achieve the desired targets. In Chapter One, we pointed out
that Iraq's waterways have been neglected during the last ten years, and raflways must
therefore play an important distribution role as witnessed by the government's
attempts to provide a new, wide-reaching raflway network between 1985 and 1990. To
this end, priority must be given by the government to providing adequate investment
and competent management in order to improve the marketing system. Although 783
km. of new roads were butlt between 1979 and 1985, inadequate transport facilities
Place severe limitations on marketing in Iraq. In some cases, vegetables - especially ‘

Perishable ones grown :ln outlying production areas may lie unmarketed where they

are produced. A farmer told the researcher during his visit to one of the wholesale

markets, that the sale of his produce does not cover his transport costs. Cooperatives

transport their produce by private xneans which is very costly. In general. the .
- availability of appropriate transport and of the necessary feeder roads in rural a;eas is

stlll inadequate. Total agricultural investment increased from ID7 million to ID203

million during the period of the last five year plan, in an attempt to achieve several

objectives including providing additional cold storage capacity and silos for storing

fruit and vegetables and grains for which provision is inadequate as we pointed out

earlier, This type of improved infrastructure is urgently required.

- Prices must be set which will enable consumers to satisfy their needs and wants,
and at the same time ensure that producers will receive more than their production
costs. This can only be achieved if there is access to relevant market information.
Effective Price-setting is a prerequisite for an efficlent marketing system. It can be
argued that this can be done in a free market soclety but not in a planned economy
Wwhere the government is responsible for setting prices. The researcher believes that
this is true where a one-way communication system exists, namely from the top
downwards as hapens in most developing countries. But where there is two-way

Communication, this ecritictsm does not hold because, in the researcher's opinion,
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where there is a feed-back system concerning the actual level of production opportunity
costs to society and consumption levels, then a fair official policy can be adopted and -

specific measures can be taken at official level to compensate for any shortages in the

system.

- The above disCussion shows that the govemment is amdous to control the market‘
by 1nterven1ng directly in the marketing of agricultural produce. Certain regulations
have been introduced to prevent certaln unethical tactics betng adopted by those
lnvolved in the custrfbution channels.” We have pointed out that specific measures are
x"3Cl‘-11red m order to achieve proposed targets For example. the organlsation of an
efﬁcient Aagricultural mformatton system would make a substantial contributlon |
towards 1mproving the overall marketlng system. Such informatlon is required to
reduce the marketing risks and the uncertainty surrounding the agricultural mdusty
Which aﬁ'ect farmers. who consequently become more vulnerable to pressure exerted by
unscrupulous middlemen or wholesalers. . The conclusion reached at the end of each
case study was that an efficient marketing system should be organised by government
deparhnents 'so tnat farmers would obtain greater benefits from the marketing function
and would be less subject to rrxanlpulation by’middlemen since farmers would be able to
carry out their business activities more eﬂ‘ectively.'

Briefly, the Marketing Board ts controlled by the government rather than by the
Cooperatives. In fact, it is part of a government department, and is therefore subject to
government control and supervision. A major function of the Marketing Board has
been to transform the existing marketing strncture through its monopoly control of
foreign trade, In that context, the most important part of the Marketing Board's work is
to control trade in the export market, being responsible for price stabilisation and
market regulation, with few tncentlves being avatlable to producers in terms of prices

related to quality, Thus the Board's function with regard to the provision of advice on
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product promotion, and supplying ﬁuarketing mfonnation‘ to farmers is not pmperl)f
carrted out. By and iérge the Board has more bargaining power than the cooperatives.
Thus, due to the lack of objective evldence‘. it is in practice dlﬂ‘lgult to evaluate the
B§ard's pérfomman;:e in terms of the positive. help supplied to farmers. However, _
evidence sﬁggests that the economic function of the Bqarq in Iraq is strongly directed
towards stablilising agricultural prices in th’e local market rather than in forcign
markets.

In this Chapter. some of the weaknesses of the present agncultural marketing
System are examined with reference to the marketlng of three agricultural products. In
Chaptcr Eight, the relevance of the researchcr‘s survey findings from the food
Processing industry will be examined and an attcmpt will be made to show how the |
marketing concept couid be applied in the food industry by using dlﬂ‘erefr?t maﬂ‘ceting.
Inixes, The‘linportal;lce of these mixes in an econbmy characterised by scarcity will be
dlscussed Thus the last two chapters, namely Chapter Seven and Eight wﬂl serve as an

d
introduction to the final chapter in which the researcher presents his C°n°1“51°ns an

recommendations,
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Introduction

The marketing concept may be interpreted in a number of different ways. In
advertising for example, the concept of marketing is based on the principle that
consumers should not be misled.  In a particular research undertaking, the marketing
concept should be implemented in such a wajr that the results are not manipulated to
serve the interests of the client. Thus, the marketing concept in the food industry may
be explaiﬁed In terms of producing according to consumer needs and wants in ordef to
ensure consu;ner satisfaction, in other words, firms should not be production oriented
but marketing orlented. To meet this requirement, a firm should practice the
marketing concept in their activities.

Bearing in mind the characteristics of the developing countries including Iréq- itis
not likely that the marketing concept will be properly implemented tn such couftries.
An important reason for studying consumer behaviour is the evaluation of the extent to
which consumer groups have unsatisfied needs or desires. To be successful, ank
Organisation must not only. recognise unmet needs but also understand whether there
are clusters of such needs that can be profitably served and what organisational
TeSponse is required for success in responding to these clusters, This is certainly
consistent with the marketing concept which recognises that the greatest long-tem
Success comes from well-planned and executed strategies that are responsive to
consumer preferences, 1 ,

In this Chapter, some marke‘ting functions will be used as guides for applying the
marketing concept in some Iraq! firms in the agricultural food industry. We have to
bear in mind that the application of the marketing concept by a particulgr firm's
management implies a fundamer;tal change in its attitudes and behaviour compared
Wwith those of traditional management in the market place. In this Chapter, we shall see

1 the
In the sample selected, the level of awareness which has been achieved in applying
marketing concept.
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8.1. Food Industry and the Extent of Marketing Concept Implementatlon

After the Second World War, many firms sold their products in large quantities because
of the high demand and little regard was paid to the real needs of the consumer. Later
more firms competed for the consumer's money and firms found that they had to take
heed of the consumer's requirements in order to keep, or increase, their hold on the
market Analysis of the marketing factors afecting consumer behaviour is quite
sophisticated and appropriate data are valuable for predicting the potential demand.
Such data form the basis for undertaking a new venture in the future or for refining the
design of cxisting products

It has been already stated that marketing policy must be formulated in conjunction
with other functions such as production and finance, Current trends in marketing
organisation refiect ﬁrst the coordination of such functions as product development
with marketing and also indicate that marketing research has assumed growing
importance. Generally marketing organisation, as a means of meeting the dernands of
consumerism is far from being realised in most firms, to which marketing is no longer
a selling or a Promotion activity Although most executives in the survey claim that
they have applied marketing in their firms, in practise there is confusion among them
about what the marketing function really 1s. The organisation of marketing is the
mechanism through which management translates its business philosophy into
action. As its philosophy changes, management not only shifts its orientation and
Tevises cornpany goals but also makes changes in the organisation In moving toward
the marketing concept very significant changes occur in the marketing organisation,
Which serves as the company's main link with the market. ln adapting company
Operations to fit the market cnvironment more appropriately. decisions are required
on products marketing channels promotion and prices. The marketing organisation

Provides the vehicle not only for making these decisions but for implementing them.
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Appropriate company organisation under the marketing concept must result in a
total integration and coordination of all organisational units. All should be welded
into an operating system whose components are so orchestrated that the market is
served effectively so that company goals are achieved. Generally speaking, an
organisation that is satisfactory today may prove inadequat.e tomorrow. A significant
cha'nge in any market factors can reduce the effectiveness of an organisational
structure not only in serving the market's needs but in acting as a vehicle for achieving
the firm's objectives.3

Despite the lmportance of these different models of marketing organisation, it is
unlikely that they will be found in Iraq. In the firms visited, it was found that there
were only three types of departments performing the marketing functions. The relevant
results are provided in Table 1, which shows that twelve firms, 40%, including the
private sector firms, have a. marketing department. These firms are familiar with the
marketing department's function since they have established such departments which
are well organised, Management has a clear picture of what is required so that these
departments consequently perform all the functions related to marketing in their
business, such as researc};. finance and promotion. However, we do not accept that
these departments apply the marketing concept perfectly or that they are suffiently
markcting-onepted to constitute a means of effective marketing. -

Five private firms, 17%, in the sample have a Sales Department. The Sales

Manager in these firms is used in place of a Marketing Manager. But to be more specific,

Table 1 ' B ' .

Responsibility For "Marketing” Functions Within Sample Firms
Department Responsible Number of | Firm's Status Percentage

__ Jor Marketing Firms Public Private %

1 Marketing Department |. 12 9 3 40

2 Sales Department .18 10 | 5 50

3 Production | 3 3 - 10
Total 30 22 8 100
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the term "Sales Manager" should be confined to the person responsible for the
organisation and conti-ol of the selling and distribution activities. The duties of the
Marketing Manager are wider than thcse of the Sales Manager. For example the
schedule of responsibilities of the Marketing Manager may include advertising and
display, the preparation of sales budgets in llaison with the production and finance
department, control of warehousing, etc. Generally speaking, it appears that the
function of the Sales Department 1s to fulfil orders received from customers and, as we
explained before, it deals very little with marketing in its fullest sense.

In the sample, only three firms, 10%, in the sample claimed that the marketing
function is the responsibility of the Production Manager, but here the manager of that
department worked closely with the Sales Manager. In this case, the marketing
responsibilities were in practice usually assumed by the Production Manager, This is
stmilar to the situation were the Sales Department has responsibility but the Sales
Manager usually seeks the collaboration of other departments.

In the last two types of department (namely, Sales and Production), there are may
disadvantages stemming from the nature of the work environment. One of these
disadvantages s that the required cooperation may not be achieved, and each
department may try to pursue its own interests when dealing with the management,
completely Ignoring the importance of such coordination or collaboration. This
sltuation is €xacerbated especially where there is a poor inter-departmental
¢ommunication system within a firm. Another disadvantage is that loss of control
May eastly occur, and it is not difficult to blame another department when a mistake fs
made. Where marketing is not integrated with other functions such as production, it is
In general unlikely that the marketing concept will be found to have been adopted by
the firms concerned. Finally within such an unorganised system, it is unreasonable to
€Xrest any refinement of existing products or the adoption of new ideas, since

Production crisntation predominates, and coordination is lacking.
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In a productive firm the first fequirement that should be considered in order to
avold any wastage of resources is the integration of the marketing and production}
functions. Usually the production function is supervised by a particular department
wilereas the marketing function may not be carried out by an lndependent department
within a firm's hierarchy. This depends upon the circumstances Mthm which the firm
operates, and the dependence of each unit upon others varies accordingly, \but always
the aim is to achieve the firm's objectives by means of a workable system.4 In such a
situation, we can assume that the department of marketing is not sufliciently
independent to be able to assume a position of leadership and enjoy a completely
harmonious relationship with other groups in a firm's hierarchy. Separation of
functions is the most widely used organisatlonal basls Three main divisions are found
In most enterprises. These are production (the creation of or addition to the utility of
goods or serﬂce, selling (ﬁndlng customers for goods and services at a price) and
finance (obtaining and expanding funds). Jast as the type of enterprise varies, so
department names vary.5 For this reasen. the marketing function is not an easy task
and conflict between the marketing and other depar;tments is comrhon in terms of
short-run and long-run results.

Most writers on marketing stress the unportance of the marketing department and
this Upgrades the tmportance of the marketing functton. a view compatible with the
emphasis of our present research, namely, that marketing has its effect on the overall
cconomic deVelopment process. In utmsing effectively the available resources thls is
especially beneficial for developmg countries where resources are scarce. and in a
production firm, marketers will participate in deciding productlon deslgn aad ’the
materials employed. .But when such a policy is pursued‘. resentrﬁent by other
departments can be expected. A firm that has alread); aceepted the marketlné concept is
organised so that marketmg has an e"ual voice with other departments; but that is

only half the organisational task. The marketing effort requires an integrated
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approach in order to succeed. That is not always easy to accomplish. In most
marketing-oriented companies, marketing is equal, but not superior, to other
departments. Very often the heads of other derartments and marketing managers do
not see eye-to-eye, Such disharmony in the organisation can quickly undennme the
achievement of objéctives; When a firm recognises the importance of customer
orientation, causes of resentment should be removed so that full support foi' marketing
can be achieved.6 | L S

The extent to whichv the marketing functions Vhave been carried out has been
examined in the sample in order to find out what are thg duties performed by their
firms, and the results are shown In Table 2. Before discussing the results of the
findings, aﬁd bearing in mind our evaluation of the status of marketing, it may be
concludedn that marketing is practiced unsystematically and unsatisfactorily from a
commercial point of view, due to the influence of the environment on the business. In
most developing countries, marketing has a passive role in the economic development
process as visualised by the economic planner who. rather than giving marketing the
leading role, assigns to it a low priority. Most studies concerning the role of marketing
In developing countries confirm tbe existence of this tendency. The problems in
developing countrits stem from the need to stimulate their economies and the lack of
speclalised personnel qualified in marketing. Furthermore, this function has a low
status since economists believe that improving the marketing system will not lead to
anincrease in per capita income.

Clade, In his study of South Americarn: countries, reveals the inadequate marketing
orientation which exists in those countries, For example, in the manufacturing firms
In Peru, marketing executives are nct marketing-oriented. In 55% of all the firms
Surveyed, the attention of executives is devoted mostly to production and finance, with
little attention being given to the marketing function, Moreover, the marketing

function is not undertaken by specialists in that field.?
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Table 2

Functions performed by Departments Having Marketing Responsibility
within Sample Firms

Number Span of Acttvtty Percentage

Type of Function g{rfns Pumblii Stcll’tr}ilr.s:ate Export | Non-Exp. %

1. Marketing Research 5 5 - 5 - 17
2 Pricing 10 - 10 2 8 33
3 Product Planning 11 9 2 10 1 37
4 Sales Forecast 12 10 2 7 5 40
S Sales Promotion | 2§ 15 10 11 14 83
€ Advertising ; 20 15 5 7 13 67
Credit Facilitles 6 6 - 6 - 20

8 Packaging 6 4 2 4 2 20
9 Purchasing 30 20 10 13 17 100
10 Transportation 25 20 5 20 5 83
11 Warehousing . .30 20 10 20 10 100
12 Ssales Training . . - - - -

A study of the Turkish ieconohmy also revealed that the Turkish economic system is

Production rather than marketing-\oriented. although some marketing functions have

been undertaken in some Turkish organisations.8

Al-sharbin{, in his sti.idjr.

demonstrated the lack of marketing orientation in

develping countries, He menticjjned that in the early period of industrialisation in these
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countries, the emphasis is on production, finance and administration, rather than on
marketing consideyrations.9 Boyd's study of marketing management in Egrpt indicated
that management operated on a production basis, and that the Egyptian econormic
System is production rather than marketing-oriented. The study clearly revealed that
Egyptians have little regard for the status of marketing, and most marketing jobs were
created recently, sm;:e management committed itself to production, leaving the selling
function mostly to wholesalers.10

In a study of the Indian economy, comprising eighteen food processing firms, only
nine executives in these firms defined marketing properly and mentioned consumer
satisfaction.l! This percentage is low compared with the high level of technology used
by the Indian firms and their success in the export field.

The situation in Iraq yls not greatly different. It is not surprising that exécutives in
Iraq do not have a clear piéture of what is required since this situation exists in most
developing countries, Six firms, 20% of fhe public sector, mentioned that the
marketing concépt is familiar to them. The rest of the samﬁle firms, 80%, stated that
they are not familiar with the concept. Ten firms of the latter (all in the private sector)
revealed a confused picture of the meaning of the marketing mix.fegarding marketing
as being synohymous with selling. The remaining public firms regarded marketing as
being synonymous with promotion in the widest sense. The above results were obtatned
when the researcher asked those executives to define the marketing concept. The
Tesearcher found that the six firms mentioned as alming at satisfymg ’consumeré weré
Involved in export activities. Thus the hypothésls. which may require further
investigation, vis that firms involved in sxport mafketing are more aggressive than
flrms which are not, and ax;e probably more successful in terms of their level of selling.

Although some aspects of the marketing function havé been employed in Iraq, the
€conomy is not yet marketmg-brlented. Thé results shown in Table 3 support this

statement. The relative lack of marketing speciallsation is obvious. The higher
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Table 3

- Executives' Perception of "Marketing" Perceptions
performed according to Job Title in Samplg Firms

Numbér Percentage Firm's Status
' of Public Private
Job Title Firms % Sector Sector
Marketing Executive 15 50 | 10 5
General Manager 10 33 7 3
Production Manager 5 17 - - 5
Total 30 100 ‘ 17 13

percentage, i.e. fifteen firms, 50% including the public firms assigned the primary
marketing function to a marketing spectalist. Ten firms, 33%, delegated responsibility
to general managers. On the whole, production managers assumgd the main
responsibility in the rest of the sample. Generally, the above findings revealed that in
50% of the cases, the responsibmty‘for the marketing functions has ’been delegated to
people other than marketing executives. These’results assume greater significance
when coupled with those of firms in the public sector. The lack of specialisation is a
Parameter for judging the absence of marketing expertise. Firms in the public sector
are more likely to have marketing responsibilities than firms ‘ln the private sector,

The above discussion may reveal that the private firms generally perform their
commercial business using traditional methods and the lack of speciallysatlon is more
obvious here, than in the public sector. This result may be due to their dependence on
‘amﬂv skills and working withln the close fami‘ly environment in carrying out thetr
business, On thg other hand, the difference may be explained by the ability of public
firms, backeq financtally by the government and, by their power of penetration and

control, Greater suport may thus be given to integration between marketing and other
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functions, but the comparative advantages of private firms (busihess being one's own
affair) should be exploited when manipulating the elements of the marketing mix to
maximise consumer satisfaction. This wii! be demonstrated more clearly in the
following discussion.

Since 33% and 17% of the responses to questions relating to marketing
specialisation tndicated that this function was carried out (i.e. functiqns performed by
the General Manager and Production Manager) which means that the typical General
Manager will spend considerable time on functions other than marketing such as
Production or finance with little or no attentioon being devoted to the marketing
function. This is characteristic of most developing countries as well as Iraq, and
therefore seems to be a deep-rooted problem. The most important reasons for this
Situation are the prevailing idea that expenditure on marketing is useless since demand
exceeds supply and the belief that the main task which management should be involved
In after the production process is the physical handling of products within an
uncomplicated marketing system. Ansther reason which stems from the first point, is
that since management is production-oriented, marketing will consequently be given a
lower priority since it is regarded as an unproductive activity. The assumption follows
that marketing specialisation is not related to economic development and is only a
demand oriented activiity. This approach may result from unfamiliarity with the role
of marketing in a developing economy.

The level of performance in the marketing functions referred to in the
Questionnaire submitted to the firms visited is indicated in Table 4. Only 26% of thg
functions listed fer consideration by the executives in both sectors are taken into
account and 74% of the proposed marketing functions are neglected. The study findings
revealed that half of the firms adopting the marketing function are firms in the public
Sector. This means that only two firms, 6% in the private sector, are engaged in

Mmarketing functions, which constitutes a discouraging proportion.
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Table 4

Researchers Assessment of whether or not "Marketing" Functions
: were performed in the Sample Firms

Percentage - Marketing Percentage
Marketing Not
Kind of Sector Performed % Performed %
Public Firms 6 20 14 47
Private Firms 2 6 8 27
Total 8 26 22 74
8.1.1,

Marketing Orlentation and Organisation

A rather small proportion of the firms visited, the firms engated in export activities,
namely thirteen out of thirty, claimed to have a marketing orientation. Most of these
firms do not undertake prior analysis of market needs so that, where necessary, they
can adapt products to meet such nseis, We have shown earlier that some firms in the
Public sector somewhat exaggerated i{1eir marketing orientation. No positive or casual
relationship between the ekistence of a marketing department and marketing
orientation can be demonstrated. In fact, some firms in the public sector such as those

dealing in vegetable ofl, dairy producfs or soft drinks have a marketing department but

are not marketing-oriented. Often the marketing function was not carried out by a
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marketing specialist, but by the Managing Director or the Sales Department. Not
surprisignly, if most of these personnel are selling-oriented, little attempt is made to
establish a marketing orientation, and the sales staff are then mainly responsible for
handling marketing functions. From the survey, the researcher found that in firms
with a marketing department, only three to four persons undertook these functions and
they mostly relied on other departments to pursue the process of selling, under thé
supervision of the General Manager. In general, there was no distinction between
selling and marketing and some executives did not even distinguish between the two
functions. On the whole, little or no attention was paid to other functions within the
marketing mix, such as marketing research, public relations and marketing services.
This situation is opposed to that which exists in developed economies, where one |
marketing manager stated that "These days there is no point in selling a product unless
you have got a very good idea of what people want, so we do put emphasis on prior
analysis of market needs". 12

Firms engaged in export activities particularly those in the public sector, are more
likely than other firms in either sector to be marketing-oriented in respect of some of
their products. Their approach is more aggressive than that pursued by other firms in
simlilar industries,

As most of the seventeen out of thirty firms were production rather than marketing-
oriented, a feature which is characteristic of most developing countries, such firms
were more likely to achieve é poor level of performance, whereas those which were
marketing oriented (irrespective to the level of such orlentation, since they could not be
expected to achieve the level reached in developed countries) performed very well. In the
Present survey, most firms were found not to be marketing-onented and evidence
Presented by the researcher has suppbrted this view which is not influenced by the
claims of executives that their firm is marketing-oriented. Details provided at the

bcglnmng of this Chapter concerning the status of marketing are not encouraging. A
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clear relationship was found to exist in U.K. companies between performance and the
orientation of firms. companies making less use of marketing techniques were more
likely to incur losses or achieve lower profit margins. The main reason for such
companies making little use of these techniques were lack of financial resources and
their dependence on internal sources for the information required. However, they
believe that using information services would enable them to be more competitive,13
But the opposite situation exists in Iraq.  First, most firms in both sectors do not
appreciate the effectiveness of marketing techniques on their performance and profit
levels. In other words, they are not marketing oriented and their sources of data are not
rellable. Second, most firms do not suffer from financial problems. On the one hand,
the public sector is financed by the government. On the other, firms in the private
sector do not think it is necessary to mount the same type of campaigns or commit the
level of resources which are customary in developed economies.

The researcher's conclusion is that in the firms visited, there Is no evidence that
executives in non-marketing roles are trying to achieve a greater understanding of
marketing or are making serious efforts to grasp the distinction between production,
marketing and selling. When this does happen, it tends to apply to firms engaged in
€xport activities and to vary from firm to firm. Exporting firms are more likely than
others to achieve cooperation between the different departments, Although no question
was set to determine the degree of such cooperation, the chaotic situation in which
firms found themselves in the market place, as revealed in our case studies, obviously
points to lack of cooperation between various functions such as buying, distribution,
Planning, etc., and consequently between the departments concerned. This study
confirms what common sense suggests and points to the importance of the marketing
function in bringing an effective organisation into being. -

The vast majority of the firms visited did not adopt any method of forecasting

future events and planning to cope with them. Only twelve firms, 40% of the sample,
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undertock forecasting, the usual approach being to predict future situations and adapt
Policies to deal with them. The occasional absence of products from the market,
shortages at certain times and gluts at others are obvious evidence of the fact that the
importance of this element of the marketing mix was not fully appreciated. Firms
engaged only in local activities used the "wait and see” approach to forecasting.
Thirteen firms, 33%, adopted this approach. The researcher believes that the main
reason for using this primitive technique in Iraq was the lack of reliable data, which
made prediction too difficult and the shortage in botﬁ sectors of the necessary resources
and specialists. In addition some firms found that there were inadequate funds for
them to undertake forecasting, The "predict and adapt" approach is more scientific and
consequently more accurage and this approach is adopted by most business firms in
developed countries. The "wait and see” technique is used to a slight extent in
commercial business in developed economies. Of the firms visited, only two used this
approach and both of them are involved in export activities, being in the public sector.
They adopt this approach as a means of ensuring that they meet their commitments to
those who tmport their products. In the U.K. most business firms used scientific
techniques, rather than the primitive ones used by Iraql firms. In a survey carried out
in the UK. in 1983, 10%, 49% and 38% respectively used "wait and see", "predict and
adapt” and “Identify possible future scenario, to bring one about". respectively, whereas
In Iraq 82% and 18% respectively used the first two techniques. Moreover, the survey
also shows that there is a causal relationship between the performances achieved and
the different approaches to marketing planning. The "wait and see" approach is more
likely than the average to be associated with negative or low profit margins and poor
relative performance. The "predict and adapt" approach is more profitable.}14 This
Statement ig accepted by the researcher who belleves that the "wait and see" approach
Will reduce the opportunity of selling products in the market, particularly in a highly

competitive environment, as competitors will attract potential consumers in the
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market. In an economy characterised by scarcity, this also applies as there is
competition between the privalttc and public sectors although since the level of
competition is low, it itakes time for the effect to manifest itself. Not surprisingly,
firms engaged in export activities as well as serving the domestic market in Iraq are
more profitable and more successful than firms serving the domestic market only,
partly because they employ more advanced .techniques.

Officially, firms in the public sector are required to prepare an annual marketing
plan but not a long-term one, and such plans must be approved by their headquarters.
In the private sector, there was no indication that such marketing planning was
undertaken. The interviews revealed that of firms engaged in foreign and domestic
market activities, one third of the total devoted more time to planning which was also
regarded as necessary in the domestic market. In other words, some firms prepare
plans for both the domestic and foreign markets simultaneously. But available
evidence suggest, as we mentioned previously, that the two markets are not dealt with
equally (see marketing of dates) as most of the firms concentreated mainly on the
foreign market for reasons mentioned in Chapter Seven which presented the case
studies, The remaining twenty firms, 67%, undertake little or no formal marketing
Planning.

It 1s important to emphasise here that such planning as is undertaken is by no
means as scientific as the planning carried out by firms in developed economies. This
Is mainly because access to accurate data for planning purposes is so restricted. One of
the effects on the market of such primitive planning is that from time to time some
Produce s not available and the whole marketing system is adversely affected. In
bustness, Planning can prove to be a profitable aspect in marketing. This aspect Is
common in the business environment of developed economies where firms may
perform better than their competitors. In the various industries in the UK., there is a

direct Telationship between the amount of formal planning and the achievement of
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high profit margins, and managements who undertake strategic planning techniques
tend to be more successful than their major competitors in terms of profit and overall
performance. 15

The firms visited which reported that they carried out little or no formal planning
gave several reasons for this policy. The researcher believes that the most important
reason and ihe one which is most characteristic of the situation in the Iraqi market,
namely, the lack of reliable information stems from the fact that firms' executtves are
unwilling to look to the future. In fact, they are confident about the future of their
business activities, partly because their business is conducted in a constantly changing
environment of inherent instabtlity, with fluctuations occuring from day to day. This
factor 1s closely related to one mentioned earlter, namely, the low level of forecasting
that is undertaken so that executives tend to react in terms of crisis management. But
above all, a measure of flexibility should be included in a firm's policy to allow for any
unexpected events which might render the formal planning ineffective. - Ignoring
f°rf£1al Planning for the above reasons may be justified, but if firms are marketing-
oriented, they should at least undertake marketing planning in the short term so that
some flexibility can be introduced into their programme. In the advanced economies,
because of the increased level of uncertainty in their economié environment, emphasis

on long-term planning has been reduced. Even short-term planning was not

undertaken by most of the firms in the food industry that were visited. since the
{inherent uncertainty in the agricultural environment exacerbated the situation, a
Problem discussed in greater detail in Chapter 3.

Now we shall consider the research findings in greater detail with reference to other
markeung functions, namely marketing research, advertising and packaging due to the

importance of these functions, the economic significance of which will be highlighted.
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| 812 Product Planning

Product planning is concerned with the assortment of products or product mix offered
by a business organisation. Moreover, the product is one of the most important
elements in the marketing mix.16 Referring again to marketing research, it is relevant
to point out here that by finding out what product features are liked, and disliked,
marketing research can assist in the development of new products and the redesigning
or improvement of current offerings. Product policy could be embodied in the concept
of marketing in a particular firm. It covers a number of different ideas and interrelated
business activities such as judging the market potential, identifying the right
consumer, selecting the right time for satisfying consumer needs and assessing the
firm's success in the market place. In addition, it covers the planning of the style
attributes of products, the paékaging design, branding and even market testing and
above all, taking the decisions required to implement these functions successfully, Of
course, a firm takes a particular decision based on its own position in terms of
availability of resources, the degre of competition, the alternatives to its product that
can be used by consumer, etc., all these factors define its market share. A decision then
has to be made concerning whether to continue with the product, improve it, or drop it.
Firms should make a decision after evaluating the consequences of a particular action.

The findings shown in Table 2 indicate that only eleven firms, 37% engaged in
Product planning which is a disappointing result, especially when nine of these firms
are in the public sector. Such findings are in keeping with the points made above.

To follow a policy of differentiated marketing is a wise decision {f a firm is
finaneially strong, well established in a product category and competitive with other
firms that are also strong in that category. Such a policy allows a firm to pull out of a
Segment that proves unprofitable and rely on other segments, but it is not practised by
the firms Surveyed. Differentiated and concentrated marketing each have advantages

and disadvantages, constderation of which, however, is outwith the scope of our study.

513



Marketeers musi weigh the risk associated with specialisation against the cost
involved in diverstification when deciding which policy to pursue.

The researcher found that most of the firms surveyed engage in concentrated
marketing, but thi’s strategy. is more appropriate to small firms or firms new to a
particular fleld. Some risk is attached to concentrated marketing, however, because if
the market for the product concerned should contract for any reason, the firm has no
other product on which to rely.17 Our conclusion is based upon the fact that most firms
focus all their efforts on one segment employing a single marketing mix. This point
will be explained in more detail later. In so far as most Iraqi firms do not apply the
concept of marketing, the absence of external information upon which product
specification can be based means that final product characteristics are shaped by the
material used, the design of packaging and the distribution methods. Consequently in
such firms, the marketing forces may not operate or may be completely paralyzed, as
products of a high quality are required to justily other marketing mix elements like
promotion, branding, and other elements which cannot be effectively carried out unless
Product quality meets the standard required. Whether marketeers change the
Intangible characteristics of a product or its objective features, the goal is always to
improve the product's ability to satisfy consumers needs. The surveyed firms followed
Wwhat 1s called width or breadth of product lines as factories produce many products at
the same time, The product mix can be classified in terms of how many duferent
Product lines it contains. If it includes a large number of product lines, the mix is
classified as wide or broad.!8 But if the product mix contains only a few product lines,
it 13 considered as narrow or limited; this policy is followed by ice-cream firms. Thus
the product/consumer matching process can be directed at changing an existing product

line, adding or deleting products from a product mix, or changing the assortment
offered.
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There are different types of markets, depending on the degree of match that exists
between a product and the needs of its consumers. Obviously, marketeers try to design
products that match the core markets' needs. Thus product manégement is based on the

, marketing concept, for the matching process is atmed at satisfying consumers in such
" markets.19

LS

Again, the research findings in Table 2 indicate that in Iraq, in the food industry
especially, the marketing concept is ignored. In practice a factory produces many
products with no attempt at specialisation and product diversification policy is very
wide and not related to a particular segment in the market. Nortts packaging or any
other element through which economy can be achieved taken into consideration in
order to maximise profit and consumer satisfaction. Fmally. the contradiction
between the results shown in Table 2 and Table 5 in terms of a firm's numbers would
seem to be due to a confusion of these functions, and the researcher‘s recommendation
in this respect is that product rnlx employed ln establlshing production policy should be

looked at carefully in the Iraqi food industry.

However, with reference to the development of new products, Kotler has argued that
many difficulties arise. Briefly, the first difficulty is that not all firms have the

necessary research and developmént capabllitf. through this does not mean that they
can never have new products. Secondly, it is necessary to distinguish between
Innovation and imitation, in other words, between a product néw to the firm and a
product new to the market. A particular product may be new to the mm but not to the
market. A firm's new product may Se similar to other products in the market place, or
Produced to specifications devised by another firm. Thirdly, in practice it is difficult to
distinguish between a modlfied and a new product. For a firm, a new product means
that a new element in the markéting mix is created, such as a new process, packaging,

etc. Fourthly, there 1s the question of consumer perception. A product regarded as new

by a firm may not be so regarded by consumers or by the market.
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Table 8

Responsibility and Extent of Performance
of Key Marketing Research Functions

, N D tbil
Beseach | B | R Repppsaner,, ey
Activities Firms Dept. Dept. Dept. Always | Oce, | Never
1 Product Development 3 1 2 - -3 | -
2 Product Planning -9 3 4 2 5 3 1
3 Packaging 3 1 2 - 2 1
4 Distribution 6 1 1: 4 4 2
5 Advertising -9 2 - 7 7 2
6 Market Share 4 - - - - 4
7 Consumer Behaviour
Element 2 - - - 1 1
(Columns tn the above Table do not total 30 because of multiple answerS)
Table 6
Firms' Major Marketing Goals - Executives' Views
No. Percentage Firm's Status
‘ of o Public Private
Goal Firms 9% Ftrms Firms
1 To obtatn high level ~
of profit 15 50 10 5
2 To obtain high sales
Proportion of production 11 : 17 ‘ 7 4
3 To obtain a predetermined
, market share 5 17 5 -
4 To produce high quali
product ’g d ’ty 5 17 3 2
5 To introduct new product
to the market 2 7 1 1

(Column tn the above Table do not total 30 because of multiple anéwers)
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In most developed countries, product development has been systemised to a great
extent and a new product is introduced after successive stages of searching for and
generating new ideas, testing in the market, and finally, launching it on a commercial
basis. Table 5 shows that only three of the thirty firms surveyed realised that
establishing and stabilising a firm's market share depends partly on the development
of new products which match with consumer needs and wants. The conclusion is that
most of the firms visited have concentrated on increasing their level of selling as a
means of achieving growth, being unaware that their market share is indirectly
aﬂ'cctc'd by the new product factor. Not surprisingly, two of the three firms mentioned
above are involved in export activities.

The tmmediate problem is to match the performance of industrialised countries.
The financial strength of the economy‘may help Iraq to do so. At the present time, most
Iraqi firms, even in other sectors, are imitative rather than innovative. Their
concentration on production rather than marketing means that product development
Is left far behind. The situation has been exacerbated through such government
measures as import restrictions introduced to protect Iragi industry and allow firms'
Management to operate actively in the local market. Moreover, in other industries, a
Particular product line is generally determined by the requirement to produce a
Percentage of the firm's total output in the basic products of its field, the rest being for
€xport.

Executives were asked to identify their firm's marketing goals in order of
Importance, The findings are in line with the above comments, since they revealed that
New products came last, being therefore the most neglected area of planning. These
findings are shown in Table 6.

It appears that the firms main priorities are to achieve maximum profits and to
achieve a high sales Ievel.. Elements such as establishing market share or introducing

high quality come third. This supports the view that the government embargo on
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foreign products encourages management not to think on a commercial basis, its first
aim being to produce for the local market.

However, the interpretation of these findings depends upon the type of industry
pursued - for example, industrial products - but the situation is no better in other
developing countries. In El-haddad's study of thirty manufacturing firms in Egypt, he
found that only two of the firms relied on new products as a major element in their
growth strategy.20 Such a strategy should be systematically worked out and based on
reliable information and careful consideration. Introducing a new product to the
market entails the risk of the product failing to meet expectations. But on the other
hand, for a firm to continue as it is while the process of industrialisation is proceeding
is also an increasingly risky policy. Under the conditions of increasing competition in
the world markets, it 1s too risky to innovate. Yet successful new product development
18 Increasingly expensive, and becomes more difficult to undertake as time passes.
Textbooks propose a number of stages to be considered in launching a new product.
Some of these stages are referred to briefly below.

One of these steps tnvolves a firm in assessing its position in the market. Such an
assessment includes analysing its past performance by reviewing its corporate and
marketing objectives, its market share and what was achieved in practice, compared
with its forward planning, including consideration of competitive and other
environmental conditions. This action may prepare the way for the second step,
namely, idea generation, atlthough there are different techniques for doing this, such
as brain-storming. although the iInitial idea may come from another source. This
Subject is related to marketing research rather than to the subject at present under
consideration. The third stage involves selecting the most reasonable idea from those
submitted, this being achieved by using a technique such as concept testing or concept
development. The fourth stage consists of analysing the selected idea which enables the

firm to make relevant comparisons and to determine the potentially most profitable
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approach. To estimate futufe ﬁroﬁt. it is cructal to analyse both thé potential sales and
the potential cost lnvolved.‘ The fifth stage is development of the product. In this stage
the product concepi is transformed into a physical product which satisﬂeé the findings
of the business analysis. ’I‘hXS‘ stage inay encoﬁrage the firm to move the investment
stage in which a product may be developed. entailing new pacicagmg. branding and
téStlng. The last stage is the launcﬁmg of the product on a commercial basis. This
represents the birth of the product in the market and cnsiderable costs are incurred at
this stage,

In practice, it is not'always necessary to ﬁrocéed through all the above stages. A
firm may find itself going straight into production following the idea generation, while
others may fafl between the different stages as they are unable to identify the activity
required. Wind (1982) emphasises that new product development systems may vary
markedly from one company to another. What is needed is a continuous new product
development system, which reviews multiple product development efforts and which is
concerned with correlating the various phases _in each project.21

Goulding strongly asserts that there can be no generalised approach since each
company's needs are unique. This shows that there is a great variety of approaches to

the subject, and reflects the complexity of the subject itself,22

To provide a complete plicture, it is necessary to mention the role played by the

development of new products.
8.1.3. New Product Development
Executives in the firms visited were asked to explain what they understood by the
term "new product”. Before discussing the answers given, we should point out that they
were expected to fall into one or other of three categories, namely: (a) a product that is
New in the market place; (b) an improved version of an existing product: (c) a product

that is new to a particular firm but not new to the market. The answers to the above
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question are presented in Table 7 which shows that ten, 33%, of the thirty firms visited
regarded a new product as being new to the market, a similar proportion considered it to
be a product that is new to the firm but not necessarily new to the market, while seven
classified it as being a modification of an existing product. The answers given may not
be completely reliable because the product may be similar to an existing one. Three

firms, 10%, did not reply which presumably indicates that they are not familiar with

" Table 7

The Definition of New Product by Executives of Firms

Non-
et e | B | R | nae |
1 New to the Market 10 33 8 2 3 7
2 New to the Firm only 10 33 3 7 4 6
3 Improvement of Product 7 | 24 4 3 5 2
4 No Reply 3 10 1 2 1 | 2
Total B e 100 16 14 13 | 17

the marketing concept. These last firms were established by rich individuals or
families when they became aware that there was a strong demand for a particular
Product by consumers in the market, no attention being paid to the marketing concept
and there being no indication of marketing orientation. It is not surprising that most
of the firms which answered in terms of a totally new product are engaged in export
activities, Although the number of these firms is not revealed in the Table, they in fact
represented eigh.t. of the 16 firms involved in export activities, which shows that half of
those exporting firms are marketing-oriented, and concerned about applying the
market concept, whereas only two firms not involved in export activities are

marketing-oriented. All the firms visited claimed to be attempting to follow the
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marketing concept though in fact this was not the case. With regard to the non-
exporting firms, namely fourteen out of the thirty visited, they regarded a new product
as being one that is new to their firms oniy but not necessarily to the market. Seven of
those fourteen firms afe not involved in the foreign market, whereas three firms less
than half are engaged in foreign market activities out of sixteen, regkardecl the definition
as approach to the; new product.

Of the seventeen firms in the private sector, seven firms defined a new product as
one totally new to the market and therefore also new to the firm, whereas six firms
i'egarded the new product as new to the firm buf not necessarily new to the market. It
can be concluded, therefofé. that there is no sigfliﬁcént difference between these firms
concerning their categorisation of a new'product. A similar conclusion may be drawn
concerning the ﬁnﬁs in the public sector in which three of the thirteen firms concerned
regarded a new product as one completely new to the market and fcur regardedit new as
being new to the firm only, |

The conclusion to be drawn is that firms in the pubilc sector are more cofnmercially
oriented, they are involved to a greater extent in export activities, and are more
Integrated. The researcher believes that‘reaéons for the high percentage of those in the
DUblic sector who adopt a negative attitude towards the new prodﬁct concept is the
continuing contact between officials of various departments. It 1s through such
contacts and meetings that this attltude has developed; The researcher's opinion is
based on his experience ’as a govemmcnt official. In that capacity, he discovered that
Plans were often implemented, even if they were inéppropnate. as a result of such
contacts and reluctance to undertake responsibility for criticising the plans or
attempting to amend them. Also four executives in tlje public sector defined a new
Product as one that is new to the ﬂrm and‘ﬁve deflned it as an fmproved version of an
existing product. The results presented in Table 7 reveal that twenty one of thirty in the
firms Surveyed did not define a new product concept properly and only ten firms defined

it according to the sense generally accepted in the fleld ol‘ marketing,



8.1.3.11 The Limitation of Innovation
According to the marketing concept, a new product is any thing that consumers perceive
as new. Creativity is the mental process which help us to generate new ideas and
innovation is the practical application of such ideas so that a task can be performed in
a better or cheaper way.23
" The above definition indicates that innovation refers to any aspect of a particular
business that is new, while for a particular product, innovation means that the product
is new, not imitative, the idea is new, and the services offered are new. This may appear
to include adjustments to existing product,24 but to meet the criteria for genuine
innovation, such changes would have to be‘of a fundamental nature, so that the product
performed a new function from the consumer's point of view. In advanced countries,
the concept of innovation is all important, and it has become part of businessmens life
style, Accordingly, firms in these countries, whether they provide consumer or
Industrial goods, are more concerned about matching their products to consumer needs
and wants in order to maximise consumer satisfaction and they do this by adopting the
appropriate technology and up-to-date ideas, the benefits of which are enjoyed by
consumers whose habits and behaviour are changed. Within such environments, the
innovation process tends to be a continuous one which helps to strengthen a firm's
Current and future position. In this context, consumer satisfaction may be achieved by
both slight and substantial product innovation. The trend towards innovation is the
Principal basis of growth of firms in advanced countries and leads to accelerated
growth of the economy in general, 25

Changes in these countries have become commonplace, meeting no resistance, so
that such changes can enhance the competitive drive of a particular firm, whereas
rf-"SlStance to change prevails in developing economies which are characterised by -
Scarclty of resources, government intervention and a generally protected environment,

Motivation in favour of change is at a low level. Such environments consequently
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encourage resistance to change. The problem of impeding the growth of the innovation
process exists in all developing countries where these conditions prevail. But, there are
many reasons for the innovation process being so retarded. The following reasons
apply to Iraq and probably to other countries where the same conditions are found.

- One of the reasons for restricted innovation in developing countries may be inferred
from what has been mentioned above, namely that while in advanced economies,
people take changes in their life style as a matter of course, in contrast, in developing
countries people are reluctant to change their life style so rapidly. In developed
countries, innovation is quickly accepted, and this may be related to such
characteristics as the level of education, higher incomes and readiness to adapt to new
situations. Such characteristics are seldom found in developing nations which also
suffer from a scarcity of resources.

In general terms innovation involves a high level of risk, so that it can be costly, but
such risks can be taken in advanced countries where firms have adequate resources
while the financial capacity of firms in developing countries is limited. In the public
sector innovation is limited due to the supervision imposed by the appropriate
government, and in the private sector, firms introducing innovations could be courting
disaster. Moreover, the consequences of the failure of any innovation introduced could
be serious for the future of firms, especially those in the private sector. The low rate of
Innovative change s the result of the reluctance of most private and public firms to
adopt a policy in favour of change. Psychological factors, therefore, have been effective
In stifling any tnitiative leading to new product development. -

The introduction of innovation techniques is costly in terms of moderr;
technological Plant or additional resources, a situation which most developing
countries are fll-prepared to face since their resources are so limited. The researcher
learned in his meetings with the executives of the firms surveyed, that some firms have
adopted a continuous programme and policy of innovation which basically requires a

continuous spending of resources, and the accumulation of data about consumer needs,
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motives and habits as well as market conditions. Thus the innovation process passes
through a systematic series or procedures, so that the fears of risk or uncertainty are
eliminated to a large extent, and by adopting appropriate marketing techniques before
launching new products on a commercial basis, the risk and cost of faflure can be
reduced. However, it must bel mentioned that such firms, as we shall see later, are very
few, a point that has already been {llustrated by the results shown in table 7, In general,
it is not expected that the recommended approach will be pursued by most developing
countries’ economies since they experience acute shortages of information about
marketing opportunities and the needs and wants of consumers. Thus the level of risk
and the environment of uncertainty which prevalls put pressure on firms or producers
in developing countries not to pursue such a systematic approach. Moreover, in these
countries, where the role of government legislation is widely accepted and a seller's
market exists rather than a buyer's market, these two factors to some extent reduce the
need for rhanagement ot be concerned about creativeness and the importance of
Practising their business in the market on a commercial basis. ' Consequently
innovation was largely ignored as a feature of management practice which has been
carried out without innovative efforts being made. In general, therefore consumer's
wants and needs are not fully met, little attention being paid to maximising their
satisfaction by adopting the marketing concept. 7
Table 8, which {llustrates the practice of the firms visited with reference to the
Introduction of new products, presents an accurate record of the extent to which
innovations are introduced. In our review of marketing literature, we pointed out that
for a product to be regarded as new, it must be new to the market, the firm and
consumers. Therefore is a product is only new {f it does not simply imitate other |
Products a crucial distinction which must be emphasised. Thus for the local firm, a new
Product introduced into the local market is different from an imported product which is
Similar to one already avallable in the market. The researcher asked respondents in
the firms vlslted_to staté whether they had produced and launched a new product during

the previous seven years. Twelve of the thirty firms, 40%, stated that they had
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inﬁ'oduced new products to the market during that period_. Nine of these firms belong to |
the public sector and only three belong to the private sector. These three, but only two of
the nine public sector firms eng‘age in export activities. which enables us to conclude

that those firms are marketing oriented concern about consumer satisfaction being

given hlgh priority This supports the hypothesis that firms engaged in export

activities are more marketing oriented thari firms which do not export, although the

former are few in number of nineteen firms, 63% imp’orved some of their products

during the same period. The firms mentioned above as being engaged in export

actlvities were also included in this category. Two firms in the public sector and five

firms in the private sector represent the remainder which were engaged in irnproving
their products, The only firms which neither introduced new products nor improved

existing ones were three firms in the private sector.

The researcher believes that the above discussion requires further explanation
concerning the interpretation of the new product concept, which should be in terms of
genuine innovation, and that the responses provided by the executives should be studied
in that context. He believes that a product emerges when it is made from local materials
using new ideas provided locally, without imitating other national or international
products. Thus a comparison of the results shown in Tables 7 and 8 produces more
accurate data and provides a clear picture of whether a product is actually a new one or
an adaptation of an existing product. In most developing countries, including Iraq, or
In a centrally planned economy, the level of production is determined by many
elements, such as the availability of the natural resources required for the production
process, or the level of industrialisation in the economy' or the amount of imports
needed to close the gap between the demand for and the supply of each product. Thus,
where local supplies are plentiful, the level of imports will be reduced and a campaign
for increased Iocal production for consumption in the local market will be launched in’
an attempt ot achieve import substitution. In such cases, any product newly launched

on the local market will be regarded as a new product by the firms concerned.
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Table 8

Introduction of New Products
(Incidence by Firms in Sample)

. Firm’s Status
Public Firms Private Firms
All Percentage Public Private Non- Non-
The Criteria Firms % Sector | Sector Export | Export Export | Export
New Product 12 | 40 9 3 2 7 3 -
Improved Products| 15 50 ‘9 6 ‘9 2 - 4
Neither of Above 3 10 - 3 ' - - - 3
Total 30 |100 18 12 11 2] 3 7

Therefore, in terms of the previous definition of a new product, such products, though
classified as new to the firm, aré not new to the rﬁarket; In realify. therefore, they are
not new products and the process is merely one of imitation, which is completely
different from what we undersfood by lﬁnovation. Agaih a particular product may be
regarded as new if a new image or new ideas are presented or if local products previously
unknown, are providedk in the market. The researachers' opinions are based on the
prevaumg environment and the local market characteristics which extst in most
developing countries, When the emphasxs ison productlon rather than marketing, and
little or no information !s available concerning consumer needs and wants, these ’
conditions do not‘encourage the process of innovation and they reduce the element of
Creativity required to develop new products. Also the product characteristics of the
firms visited and the images they present support the researacher's point of view. Most
Iraqt firms' 1deas are borrowed from foreign sources simply because the emphasis is on
impbx't substitution, rather than on products based on loéal' ideas. By adopting an
innovation strategy and aiming at consumer satisfaction, firms canto a large extent
avold the unfavourable ‘consequences of risk and uncertainty, and this would enable

them to take note of social and economic factbrs as well as market éonditions. without

feeling that theyr business would be adversely'aﬂected.



8.1.3.2 Factors Affecting the Marketing of New Products

The above discussion indicates that there are certain factors which affect the
intrbduction of new products. Table 9 shows the results of discussions held with the
firms visited on this subject. By and Iafge. that dllscus4sion reveals a negaﬂve rather
thana positlve attude towards new product development. When demand exists for a new
product in the market, this sho‘uld create rhotlvation leading to innovation which
Woixld feduce competition against the firm concerned. Nevertheless, many executives

are reluctant to encourage ‘1nnc‘>vration. which further confirms the existence of a

Table 9

Major Factors Affecting New Product Development.
{Executives' Perceptions)

. Kind of Sector Public Sector Private Sector
of Percentage Public Private Non- Non-
Factors Firms Sector | Sector Export | Export | Export | Export
1 Level of
Competition 2 | 6.7 1 1 1 - 1 -
2 Technological
Changes 2 | 67 1 1 1 . - 1
3 Expected Demand| 24 |80.0 | 13 11 71 6 2 9
4 Capacity
Utilisation 2 6.6 1 1 1 - 1 -
5 No Reply - ] . . I I . .
Total 30 | 100 16 | 14 10| s 4 10

disappaintmg attitude. Of the thirty firms surveyed, twenty-four or 80%, stated that

“xpected demand is one of may reasons for introducing innovation. This is certainly a

sound reason for introducing the innovation process. High response is very

€ncouraging. As the people's life style is continually changing, their buying habits and
their attitudes change and as life expectancy mcreases. manu[‘acturers and producers

t
ake part in a continuous race to provide maximum consumer satisfaction, as life styles

w
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become more complex. However, this high percentage of response is contradicted by the
number of firms previously claiming to have launched a new product. For example, if
Wwe compare the number of firms in Table 9 with the number in Table 7, we find in the
latter that only ten firms, or one third of the total, had launched a new product during
the last seven years. Such a contradiction is accounted for simply by the extent to
which some of the executives in the firms visited exaggerated, but the previous
conclusion, namely that firms engaged in export activities are more aggressive and
marketing-oriented still stands. Eight of the ten firms concerned represent 60% of all
the export firms in the sample of thirty and these eight are included among those who
provided the answers which are based on their experience in both local and foreign
markets. Two firms, both of them engaged In exporting, stated that the level of
competition is another reason for new product development. The competition factor,
therefore, seems to be relatively unimportant. Also two firms, or 6.6% stated that
Capacity utilisation is another factor encouraging the launching of new products.
Another two flrms, one from each sector, regarded technological changes as
constituting a reason for introducing a new product.

The unpprogressive attitude which the above discussion reveals in Iraq as in most
developing countries, is in the researcher's opinion, i1s due to the deep-rooted attitude of
the central planners and economists who assume that dernand should match the supply
in the market, ignoring the fact that such supply should be sufficient to satisfy
consumer demand. Consequently, the management'’s primary concern 1s to satisfy the
demand already in the market for the existing products. Accordingly, consumer wants
are ignored and the spirit of innovation is likely to be stifled in such economtes, since
TManagement practices, behaviour, and attitudes are not directed towards consumer
Satisfaction, unlike the attitudes and the orfentation which characterise advanced
tConomies.

By and large the executives tended to overstate the impact of potential demand as an

Inducement or Incentive leading to innovation, therefore in the researcher's opinion,

{
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their answers did not reflect the actual situation in the Iraqi market, although it seems
to be essential thatAcﬁ'ectlve»consideration should be given to such socio-economic
indicators as an lnérea‘sé’ in the totél population which is now more than fifteen
million, the higher level of per capita Income and above all the prospects of a higher

standard of living, Before leaving this section, it would be advantageous to consider the

factors that influence the introduction of new products.
8.13.3 Problems Related to the Introduction of Nevi Products

To obtain a complete picture concerning the factors affecting the launchir;g of new
products in the market from the management point of view and the obstacles
encountered in attempting such prosjects, the researcher asked cxécutlves in the firms
visited to stafe what in their opinion‘presented the‘ main obsfacles io mtroducing new
products to the market. Their answers are shown in Table 10.

The survey shows that only two firms were unable to identify obstacles impeding
the introduction of new produ‘cts and as might be expected, those firms are in the
Private sector. Such firms base their busineés practice on providing products that they
understand to be required in the market, a point mentioned earlier in a previous
chapter (see Chapter 3). The absence of the marketing concepts, poor managemént. the
lack of a sound commercial basis for their business and possibly their limited
financial resources are all factors presenting problems for those firms. On the other
hand, seven firms, 23%, stated that they had no problems. But to accept such an answer
Without question s not wise. Such a good impression is not expected to be true
especially in the developing countries, where consumer satisfaction is not their major
concern, and prospects for most firms are therefore gloomy. . Consequently suchl
answers may not reflect an accurate situation as firms in developing countriesv
including Iraq are likely to be lagging behind.

Table 10 reveals that the problems actually encountered and experienced mostly by
firms engaged in export activities and firms who have adopted the marketing concept.

It is only to be expected that such firms will be in a better position than others to ‘h‘andle
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Table 10

Major Obstacles to Launching New Products
~In The Market (Executives' Perceptions)

Firm’s Status

No. Percentage Public Sector Private Sector

of Non- Non-
Kind of Obstacles Fyms % Export Export | Export | Export
Level of Competition 12 40.0 8 1 2 1
Product Quality 7 1230 5 1 1 -
Consumer Awareness 5 17.0 4 - 1 :
No Problems 7 ’23,0‘ ’ - 5 - 2
No Ideas 2 7.0 . A ' 2

(Columns in the above Table do not total 30 because of multiple answers)

any difliculties that arise since they embloy more advanced marketing technldﬁes. but
this is seldom the situation in Iraq or bther developing/ countrieWS. The many’ factors
responsible for these obstacles have been referred to earlier, namely organisational
problems, lack of financtal resources and bﬁreauératle manégenient. all of whiéh are
outwith our study areas. By and large, such problemé have long since been dvercofne in
developed économies. The following dyiscuission will be cohéemed with probleins
related to the main points dealt with in this thesis sucﬁ as con§1;mér attiﬁﬁdés ahd
behaviour or the application of the marketing cohcept.

In a country where the levél of lliteracy is high, which is a characteristic of
developing countries, people do not easﬂy éccept any thlng new, as only a rhlnority of
the population are educated and traditionai attlfudes prevail. This fa;:tror’ alone
Tepresents a serious obstacle to innovation. It is not difficult to persuade the Iraqi
consumer of the benefits to be derived from tnnovation and he will accekptx change when
he realises that it will not conflict with his traditions énd that he will not be censured
by the community for doing so. It is not surprising, therefore, that only five of the firms

Surveyed cite consumer awareness as an obstacle fmpeding the introduction of new
Product, ' : ‘
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Another factor which may constitute an obstacle to the introduction of a new
product is poor quality. This factor is less important in the local market, but is crucial
for the success of business conducted in foreign markets. Seven firms, 23%, regarded
product quality as an obstacle. These firms, five of which are in the public sector, are
engaged in export activities. This factor, as we have already shown, has been found to
apply in the marketing of dates where poor quality represents a deep-rooted problem
for that industry in its attempt to compete abroad despite the fact that the dates taste
good and there are many varieties. The researcher believes that the problem of poor
quality can eastly be avoided if appropriate measures are taken which are discussed in
more detail in our case studies. No firms dealing only in local markets mentioned this
factor. Again this is only to be expected since management initiatives are directed
simply towards bridging the gap in the market betwen demand for and supply of a
Particular product.
| The researcher believes that the failure assoclated with low quality produce results
from failure to grade properly the produce used in the canning process, so that product
dilferentiation is tneffective which weakens the effect of a firm's pricing policy. The
researcher found through his discussion with some executives, that little grading of the
Products required by the food industry takes place, which has a negative effect on
consumer's behaviour and their purchasing decisions. This problem combined with the
absence of marketing research concerning consumer preferences contributes to the
losses suffered by those firms, and this in turn has an adverse effect on their resources
and on consumer attitudes.

When the quality of a product is poor, this gives rise to another problem, namely a
reduced level of competltion.'which is not surprising. Twelve of thg firms, or 40%,
stated that level of competltion constitutes an obstacle. . This is obviously true when
Management practices and attitudes take no note of consumer needs and a seller's as

Opposed to a buyer's market is in operation in both local and foreign markets. In such
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an environment, consumers are forced to buy what is available in the market because
they have no other choice, since firms produce a limited assortment of products with
low levels of differentiation (see the next sub-chapter on marketing research).

Consumer awareness, product quality and level of competition represent the chief
obstacles affecting in particular, firms involved in export activities. Twenty-one firms
drawn from both sectors stated that they encountered these obstacles in carrying out
their business. This high proportion supports the researcher's opinion, mentioned at
the beginning of this discussion, that about seventy percent, or twenty-four firms, faced
problems relating to the adoption of the marketing concept which they implement
aggressively as they are engaged in export activitles.

Although the above obstacles were cited by respondents others which are also
important were not mentioned, such as inadequate marketing research resulting in a
lack of tnformation about consumers and market conditions. This point is supported
by figures presented in the marketing research subsection, relating to market
conditions, the cost of technological improvements, technology transfer and pricing. 28
From the researcher's conversations with the executives of firms only two firms out of
five in the public sector engaged in export activities agreed that lack of the information
they needed about consumers to help them in their marketing strategy represented
another obstacle. The researcher believes that a factor such as the cost of technology
transfer was not regarded as an obstacle because the government assumes
responsibility for introducing technological changes and for ensuring that the required
financtal resources are made available. The same conditions may exist in other
develomng countries where government intervention is also likely to take place. This
18 a possibllity that requires further study.

The abovev discussion has indicated that problems relating to the introduction of

New products are linked with other orgarilsational and administrative difficulties, this
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being an area outwith the scope of our study. Also involved are obstacles associated
with research and information problems which are dealt within this chapter.

Access to detailed information is vital for business success in both developing and
developed economies. It is essential for the launching of a new product, evaluating the
product's success or faiflure and its market potential. But as we have already pointed
out, the cost of failure in the developing economies is extremely serious due to the
prevailing conditions of scarcity and failure creates problems for both the firms and
the economy, Detailed information is an important requirement for any firm
whatever its range of activities. Access to such information reduces the uncertainty,
the possibility of failure, and the risk assoclated with the implementation of an
Inappropriate production strategy. Moreover, pursuing such a policy of effective
information gathering may enable any comparative advantages to be fully exploited.
Overall, making effective use of the modern approach to marketing will help to
maximise consumer satisfaction by identifying market characteristics, organising
resource utllisation, estimating demand and market size, assessing export potential by
discovering market trends and ultimately achieving economic growth. In addition, for
new products to be successful, full commitment to and conviction concerning the
product must be provided not only by the marketing executives directly responsible, but
by all managers throughout the company and particularly at top management level, 27
The tasks of researching consumer demand and introducing the product innovations
desired by or acceptable to the target consumers have, on the whole, not been considered
Seriously by the public sector. Again the researcher believes that this is because these
firms are not marketing-oriented and ltitle effect is made to please and satisfy
Consumers. In essence, thelr approach is arbitrary rather than persuasive, because they
are convinced that they know exactly what the consumer wants. The marketing-

orlented approach is cructal and would be fruitful for the public sector in particular as a

means of improving its public image.
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In general, the above discussion reveals that there is a need for market research; in

other words, effective analysis of marketing opportunities is required and this is made

possible by efficient market research.

8.134 Research and Development Department

To obtain a clear piéture of the overall situation, the researcher wished to find out
whether the firms visited had a specific research and development department since
this information would provide more details of the extent of problems involved in new
product launching or even developing an existing product, although such an
investigation is more related to the organisational structure of the firms, an area which
Is outwith the scope of our research. The researcher found that twenty-one of the firms,
namely 70%, do not have a research ahd development department. The results of this
Investigation are shown in Table 11. Six of the public sector firms engaged in export
activities but noné in the private sector have such a department. The researcher wishes
to point out that in his opinion, the attitude adopted by management towards research
activities is the factor that matters rnost; not the existence of a separate department to
perform the research function. Evidence to support this viéw was obtained by the
researcher who found that some firms implement a research programme without
having a ‘separate research department. For example, in the vegetable oil and date
Processing industries, the marketing departments concerned perform this function in
addition to thetr marketing duties but it must be pointed out here that there is a bias on
the part of other departments agatnst this function being carried out by an independent
department, although this function is carried out more efficiently when there is a
Separate department. The survey results support this view since only five firms, 17%,
out of thirty visited, have a separate research and design department. The hypothests
that firms engaged in export activities operate more vigorously than thosé not involved

In exporting s again supported as the above discussion demonstrates. The importance
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Table 11

Role of Research and Developmenﬁ tb Status

Firm'’s Status
Percentage Public Sector Private Sector
All Non- Non-
Status Firms % Export | Export | Export | Export
Firms have R & D Dept. 9 30 6 3 - -
Firms have not R & D Dept. 21 70 - 1 . 4 6
Total | 80 . 100 6 14 4| 6.
Table 12

Product Planning Responsibility in Sample Firms

: Firm’s Status ‘
Percentage Public Sector Private |Sector

No. of o : Non- - |Non-
Tule Firms % | Export | Export |Export |Export
Marketing Manager 12 40 1 3 6 2
Production Manager 6 20 ‘ 1 1 1 3
Outside Consultation 1 3 - - -1 -
Not Applied 11 37 ' 1 8 - 2
Total 30 100 3 12 | 8 7
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of research to exporting firms is greater in an environment in which foreign trade is
conducted since the competition is much more intensive than it is in the local market.
Accordingly, the need to implement the marketing concept is more readily recognised

and its usefulness in promoting trade is fully appreciated.

8.1.3.5 Responsibility of Product Planning

The marketing concept emphasises the need for coordination between all the elements
of the marketing mix so that a firm will obtain a clear picture of the situation in the
market and be able to assess expected demand, and formulate an appropriate strategy
based on this assessment. Available resources can then be used in the most effective
way so that the process of economic development is accelerated. The purpose of
coordinating a firm's various functions is to ensure that existing production facilities
will be used to achieve the firm's objectives, and this to a large extent requireé a market
rather than a production orientation. - Where research and development are
undertaken, product planning follows as a matter of course,

Table 12 presents détaﬂs of the firms which undertake product planning. Eleven of
the thirty firms stated that they do not tmplement product planning procedures. Most
of those firms, not surprisingly, are in the public sector. The researcher believes that
factors such as ignoring the marketing concept, poor management, and inadequate
flnancial resources are the chief reasons for such a high proportion not undertaking
Product plahning. Only one firm stated that consultation took place between the
marketing department and other departments and when necessary, outside bodlés were
also consulted, This firm which is in the public sector, is engaged in export activities,

In the remaing eighteen firms, responsibility for product planning rests with either
thck marketing manager or the production manager. In such a situation, many
opportunities are presented for collaboration with various departments and the

coordination of their activities. Of those firms, nine are engaged In export activities for
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reasons discussed earlier. In other words, firms engaged in export activities employ
more advanced marketing techniques than firms operating only in local market.

Table 12 clearly shows that responsibility for product planning is assigned mostly
to two types of executives within the organisational structure of the firms visited,
twelve being marketing managers and the remainder production managers. It is a clear
indication that some firms are strongly marketing rather than production-oriented,
when so many marketing managers - in our case, twelve out of nineteen- as opposed to
other executives, are more often responsible for product planning since they are
recognised as being more closely related to the consumer and more familiar with
market conditions. Again, this tendency is more marked in the case of public rather
than private firms engaged in export activities.

It may be reasonable to conclude' that firms adapting the marketing concept and a
marketing rather than a production orientation will achieve a higher volume of sales
than firms that do not, due to their ability to launch new products on the market, either
genuine innovation or imitative products. But this conclusion is not always true.
Exceptions occur that are related to income level, the comparative advantages a product
possesses, and above all, the extent to which the laﬁnching of a new product is based on
accurate information and appropriate research, including the study of consumer
behaviour, which is not generally undertaken effectively by most of the firms visited.

Despite the importance of new products to industrial development, the above
discussion reveals that success in this fleld is not likely to be achieved until
Mmanagement attitudes change and other factors constituting obstacles to the successful
launching of new products are removed.

With reference to Table 12 above, we pointed out that in twelve firms responsibility
for product Planning was assigned to marketing managers, but to assess the degree of

authority possessed in relation to the launching of particular products, executives were
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asked to state where final responsibility lay for approving the launching of products.
The answers are recorded in Table 13. ’

In Iraq, there is a "Board" in each firm which is responsible for taking decisions
which help in the admlmétration and organisation of the firm's business. Thus it was
only to be expected that these Boards would exercise power at the highest level. Eight
firms, or 27%, stated that ihe firm's Boé.rd decides which products should be launched

or dropped in local and foreign marke‘tbs. and this applied particularly in the public

Table 13

Executives' Responsibility in Launching a New Product

All Firms
-| No. Percentage ‘
Designation of Person of Public Private
or Group Firms % Firm Firm
General Manager - 6 20 | 4 2
Board of Firms 8 27 6 2
Marketing Manager 2 ‘ 7 - 2
General Manager with Others 4 13 3 1
Other Title 10 33 - 10
Total 30 100 13 a7

sector. Ten firms, or 33% of those in the private sector stéted that the owner is in
charge, the owner - whether an individual or a family-bearing financial responsibility
for handling all aspects of the firm's business. Six firms, 20%, of the totél stated that
the G€n¢ral Manager makes decisions relatlng‘ to the firm's products. = This is the
second most frequent re‘sponse especially in the case of public sector firms, the manager
belng responsible for every area of management where no Board exists since he is then

Tegarded as the highest authority. In addition, four firms stated that the General
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Manager makes decisions after consultation v;rith other executives such as the
production manager or the marketing manager. In only two firms does the marketing
manager have sole responsibility for deciding which products should be launched. In
each case he is probably the owner; accordingl&. it is not surprising that both firms are
in the private sector. |

The above discussion may seem to suggest that Tables 12 and‘ »13 provide
contradictory information concerning the status of the marketing executives. But it
must be remembered that the marketing executive of a firm is normally a mgmber of
the Board. Moreover, the General Manager is sometimes responsible for deciding the
marketing strategy of his firm. The point the researcher wishes to stress is that in
eighteen of the thirty firms, the persons responsible for marketing are involved in
decisions relating to products. Although this sounds encouraging, in practice their
influence and the effectiveness of their participation depend upon the firm's
commercial policy, and the extent to which new products are introduced. In thé
researcher's opinion, the Boards will cbntinue to make decisions concerning product
lines as long as management is production rather than marketing orlented, and the
principal objective is to bridge the gap between production and supply in an economy
characterised by scarcity of resources. ”

The above discussion reveals that there is a potential role for marketing managers
to play in the launching of new products or improving existing ones. It seems that the
involvement of a firm's Board in the production process will be more effective if its
dectsions are shared by other departments. These decisxbns will be more successful 1fr
they are based on accurate information provided by the marketing department through
its research efforts, thereby enabling top management to have a soundér grasp of the
marketing problems involved, which would also be reinforced if the contribution madé
by other éxecutives from the production or technical departments are properly

coordinated. To that end, appropriate steps must be taken to ensure that the required

degree of fruitful collaboration is achieved.
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8.1.3.6 , The Use of Product Development ,

In the following discussion, a comparison is drawn between the situation in the ﬁrms
visited and the situation in the developed economies like the U.K. The executives of
firms in developed economies believe thatthe VQua‘llty of their products is the most
Important factor in obtaining orders for their goods. They feel that for long-term
success, a product.must suit market requlrements. and that the successl'ul launching of
a product requlres a careful comblnatlon of various elements of the marketing mix
such as Pr‘icing. sales promotion and other management efforts.28 This attitude tn
other words, is based ona recognltion of the fact that consumers awareness is high and
firms must endeavour to maximise consumer satisfaction. Whlle the value of
advertlsing is recognised for long-terrn success, a product should be good enough to
Compete against its rivals. With reference to current govemment uutlatlves in these
areas, led by the Department of ’l‘rade and lndustry. it 1s reassuring to see that thls ’
aspect is hlghly rated by marketlng managers In developed markets. product
performance, pricing, advertising and sales promotion are ranked respectively as the
most important factors for obtaining business in the market place in a particular
industry.29 The situation in Iraq is much less advanced. The level of competition,
product quality or the absence of problems are regarded as the most important factors
for obtaining business in their industry. Further explanation revealed an even less
hopeful picture. The researcher found that the competition factor mentioned by
eéxecutives in the firms visited referred to foreign or private producers rather than to the
high quality of the produce offered. In other words, local produce is not good enough to
Provide adequate competition. Therefore, there is a wide gap between the attitudes of
Mmanagement in the two economies, Therefore it was not surprising to find that 17
firms, 57% of the sample, reported that they had not undertaken any kind of consumer
Tesearch during the last seven years when they were asked to think of a product that had
been launcheq recently. This result {s consistent with status accorded to marketing in

the firms visited. In general, the lack of coordination between the different marketing
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functions in the firms visited has contributed to the ineffectiveness of their present
marketing system which in turn has resulted in the failure of their products. The
relatively low level of competition, price control by the government, import
restrictions, official protection and control of the economy, all lead to poor quality
which is the most important factor contributing to the fallure of products in an
economy where scarcity prevails. Improving the product's image can enhance its
reputation in the market and a number of advantages can be achieved if a firm
reorganises the elements of its marketing strategy to provide its products with effective ‘
support. They can assume a strong posiuon in the market place even against foreign
products, thereby benefitting the cquntry and the economy at the same time. From a
management and ecoﬁomié point of viéw. the researéher believes that the failure of
domestic products in Irad stems from a lack of confidence on the part of consumers,
complacency on the part of firms, unskilled or unprofessional management, half-

hearted attempts to improve the situation and the consistently poor quality of the

products on offer,

541



. 8.2

8.2.1
82.2

823

824

8.2.5

8.2.4.1

8.2.4.2
8.2.4.3

The Economics of Marketing' Research
Introduction

Economic Developing and Marketing Research
Types of Research Activity

Testing Products in the Market

Factors Impeding Marketing Research
Supply-side Marketing Research
Consumption-side Marketing Research

Religiotis Influences

The Use of Marketing Research

Conclusion

542



8.2 | The Economics of Marketlng Researcn

Introduction o |

The knportance of market research as a marketing toel is closely related to the degree
of Competmon prevamng in the domestlc or forelgn market In both rnarkets firms
urgently require appropriate information about market conditions and consumers
opinions and preferences so that they can take steps to avoid any risks due to
uncertainty and inadequate information. Accurate information enables firms to
formulate an appropriate marketing strategy.3¢ Any failure suffered by a firm through
unreliable marketing research may constitute a catastrophe because a particular
product will not be sold, and this represents awaste of the firm's resources. Since the
firm s unable to make any further improvements in a product that is already on the
market, adverttsiné policy and strategic planning may be amended to meet ‘changlng
clrcumstances. but products present a different problem as marketing research can help
to create a market but eannot replace creative marketing. For management, marketlng
is themeans of discovering potential markets for( the ﬂrm’s product and identifying
people's buying motivation and an’assessment of these elements enables a ﬁrm to
adjust its strategy and marketing programmes in order to meet consumer needs and
wants In addition an attempt should be made to recognise any changes 1n consumers

motives

Therefore market research is an essential tool in the development and introduction
of new‘prodncts. lt glves some indication of how well or badly a firm is perforrnlng
compared with otner firms in the same industry and may also enable ﬂSkseto be
reduced, | . ; .

| The aim of this snb-chapter 1sto examine the status\of market researcn tn ‘the pu‘t)lic
and private sectors of the Iraqt food 1ndustry in order to determine its .€C°n°m1°

Importance in relation to the growth of the firms visited. In view of the previously

mentioned characteristics of developing countries, one might expect that in such

543



countries, this marketing tool would not be used at such an advance level as in
developed nations, that there is no clear idea about how such a tool should be used is
partly due to inadequate information about the market or consumers, and partly due to
the nature of the production policy pursued since firms often have to follow the policy
determined by an official body. We believe therefore that in our discussion we should
concentrate on the following points which are relevant to our area of study: . the
factlities available for using such a tool; the quality of marketing research undertaken;
and the current level of economic development. Whilst these factors affect the extent to
which marketing research is carried out by firms likely to practice this function will
prove fruitful, there are some other influences. This sub-chapter deals with suply-side
market research, including a study of managerial resources and management attitudes
towards marketing in general, and consumption-side market research, includlr;g a
study of factors such as consumers' buying habits, the role of women and the role of
religion and how these are affected by economic development.

Marketing techniques differ from one country to another. In most developing
nations, marketing is the most neglected area of the economic system and executives
face many complex problems tn connection with marketing at home or abroad. Few
people would dispute that many advantages can be derived from usmg modern
techniques but the intensively competitive practices prevailing in the market place in
Europe cannot be transferred to Iraq because they do not meet Iraq's special
requirements, Marketing is seen as the task of finding and stimulating buyers for the |
firm's output and it also involves product development and distribution. It requires
Paying continuous attention to the changing needs and customers and, where
necessary, making modifications to the product or service offered.3! By and large,
market research is important in both developing and developed countries, and the

amount attention paid to it by the latter reflects the importance of this tool.
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For the purpose of this study, marketing research is defined as the function which
adds a new dimension by going beyond the obtaining of information about consumer
behaviour, product acceptance and distribution procedures to encompass larger
questions concerning planning, evaluation and the exercise of control on an
International scale.32 This definition reflects the continuous nature of marketing
research. It appears that the conditions required for adopting the mafketing concept
exist in Iraq, namely, the pattern of production pursued by local industry, the increase
in per capita income throughout the country and the general marketing environment
all of which factors help to contribute towards the development of human mental and
spiritual capabilities.33 But whether or not such a concept is adopted by a firm largely
depends onthe executives responsible for managing the firm's business. Market
research when used as a tool by senior management, makes possible judgements based

on facets which have been scientifically established. This is equally true at other levels
of management, 34

8.2.1 Economic Development and Marketing Research

The definition of market research mentioned above can also be applied to firms
Involved in export activities. As noted before, some of the firms included in this survey
conduct business in both the domestic and international markets. The following
definition is therefore even more relevant to our objective which is to highlight the
€conomic advantages obtained from employing this tool. . Marketing research can be
regarded as a set of techniques used for systematically collecting, recording, analysing,
and Interpreting data that can aid decision makers who are involved with the
marketing of goods, services or ideas.35 According to this definition, marketing
Tesearch is a tool which is used to obtain data about existing markets, involving the
application of a set of quantitative technlqﬁes to increase sales and profit, identify

determining consumer needs, test products in the market place, obtain information
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about competitors, and thereafter estimate potential sales. Though different, neither
definition contradicts the other; in fact they are complementary and both are relevant
to our study.

From Chapter 4, we concluded that the application of the marketing concept can
make a positive contribution to the economic development process in the developing
countries where scarcity is a major feature of the economic environment. Thus
marketing research may be regarded as an integral part of any policy which aims at
enhancing a country's economic growth. As marketing res;earch has a universal
application, it can be applied equally in both developing and developed countries. The
marketing concept, therefore, has an important role to play in developing countries,
and employing marketing research as a markeﬁng tool would have a positive effect on
their economies, Clearly, as the role ot" marketing is important in both advanced
countries and developing coantﬂes. economists and central planners everywhere must
devote their attention to improving the marketing system so that advanced marketing
techniques may be employed to promote economic growth.

Marketing research can help firms even in developing economies to achieve
objectives such as maximising profit by optimising existing opportunities through the
effective utllisatl.on of available resources which should provide an additional link in
the process of economic development. ' In other words, successful marketing research
should add further impetus to economic growth though this does not always happen.
Marketing research can be of beﬁeﬂt of all types of economic system, but tends to be
adopted to a lesser estent in developing rather than mature economies because of a lack
of capital and skilled management. Hence, market research has had no role to play in
the economic growth of Iraq. This fact will be highlighted later in our discussion of
Interviews with management executives, But it Is necessary to differentiate t?etween
market research in, for instance, Western Europe and that in a developing country like

Iraq. In the latter, the economy is still at the "Take-off" stage, and new concepts are not
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yet readily accepted by executives in the marketing fleld. In most developing countries,
as we mentioned in the previous Chapter, little reliable information is available about
consumer behaviour, and buying motives or market conditions which determine the
difference Eetween demand and supply. Thus it is necessary for all participants in the
market such as producers or distributors, to rely on personal evaluations and a mutual
exchange of information by these participants. Such an ineffective approach results in
a waste of resources in that particular products are not sold in the market and
consumer requirements are not satisfied. Generally speaking, a firm's strategy is
decided by a rule-of-thumb method, depending on events that occur in the market.
Products may be introduced when there is little demand so that large stocks of goods
have to be stored, thereby adding to the problems management has to face. In other
words, a failure relating to such products is the result of not having adequate
information about market conditions.

Moreover, when effective marketing research is undertaken, this helps to create
confidence in the reliability of information obtained about markets and consumers,
and can ultimately help! firms throughout the country to decide product policy in a
rational manner, thereby making the best use of the country's resources to achieve
maximum economic benefit. All activities would be organised more systematically and
there would be closer integration to link the ﬁroduction and distribution functions
more economically and effectively. This approach would reduce the waste of available
Tesources and the allocation of which would be organised more economically, a
sltuation which could not be achieved if available information was inadequate.38

The above discussion shows clearly that there is an urgent need for developing
Countries in particular to undertake marketing research to the benefit of their
economy. This would enable them to improve their strategic planning, since

Marketeers believe that reliable mfonnétion about a particular market is necessary to

¢nable production to meet market requirements,
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By producing according to market needs and wants, and maximising consumer
satisfaction, the level of competition between firms would increase, and the economy
would change from being a primitive one, as the pattern of the markets altered and
gradualy the economy as a whole would improve.37

As the economy became more advanced in the course of time, this would lead to
other favourable consequences such as improving the balance of payments,
encouraging innovation, changing the pattern of production and so on. However, the
market system and the process of production are so complex and the needs of
consumers change so rapidly that an up-to-date approach is reduired in order to
achieve the desired degree of growth in the economy. This result could be achieved
through efficient marketing research. - Therefore marketing research is crucial for
developing countries, particularly in terms of information gathering to identify the
weakness of a particular strategy, or policy in a particular sector of the economy.38

Knowledge obtained through marketing research, is cructal for the economic
planner in the developing countries. When such information is available, the planners
in a centrally organised economy are more likely to be successful when potential
demand and general market capacity are known. Consequently, effective planning and
the eflicient control of the use of resources are crucial to the successful implementation
of the economic process. Moreover, detailed information is essential for economic
Planning so that production capacity can be organised according to market plotential
for a specific product,

In Iraq, as in most developing countries, the information andf statistics available
to central planners who decide strategy relating to the building of plant are inadequate.
Naturally, in order to gain the support of their policital leaders, the economic planners
usually depend on imports statistics - which produce unreliable judgement - to makef
decisions concerning the transfer of foreign technology, to meet overall demand for

Particular products although such technology may have to be adapted to meet the needs
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of the local market. Since those assessments are so unreliable, economic activities
exceeding the required capacity are undertaken, and large scale operations which
demand does not justify are introduced. These results stem from an overestimate of
required capacity so that the market is flooded with unabsorbed products since there is
surplus of output. This represents wastage which retards the economy, because
avallable resources are used inefficiently. The situation is even worse when the
economic planner has to depend on statistical information which is out of date,
whereas the pattern of consumption may have increased to a considerable extent. With
reference to statistics on imports, these should be kept under constant review, careful
attention being paid to significant fluctuations. In this context, Al sharbini in his
study of the Egyptian economy, stated that over a given period the trend was for
government departments to curb the import of goods even when demand is high but
supply is inadéquate.39 Ii is therefore extremely important to ensure that production
decisions must be based on accurate information relating to imports. ;

Also, acute shortages of a particular product may result from an inaccurate
evaluation of the actual level of wants and needs, and a reliance on inadequate
information about the market potential. Firms producing more than their market
Capacity may produce more products than they can sell. Market saturation or shortages
are both caused by an inefficient use of national resources and, when develgpment
Projects are undertaken in such etrcumstances, a degree of uncertainty prevails,
However, if scientific marketing research is employed, such problems can be removed
or their effects can be reduced, thereby helping to ensure the success of a particular
enterprise. '

The above discussion has demonstrated the importance of marketing research and
Its contribution to the process of economic growth through the more efficient use of
existing resources to meet ‘market potentfal and provide a greater degree of consumer

satisfaction. . But further, marketing research has another role to play in developing

549



nations, namely in relation to exports. Most of these countries, especially those which
have surpluses, particularly of food, urgently need foreign currency to help them to
achieve their development aims or to improve their balance of payments. Marketing
research can help these nations to develop or increase their exporting activities by
evaluating external demand and assessing their market potential abroad. This is
certainly possible when a country has a comparative advantage which enables it to
improve the reputation of its products in foreign markets so that loyalty to such’
products may be developed. Moreover, when a developing country depends largely on its
exports to maintain its economic growth, it is essential to study the market structure of
these foreign economies. For the success of a particular country's foreign trade requires
the use of more advanced marketing techniques and greater aggresslvené§s in relation
to selling. " Here again effective marketing research at international level is crucial.
This 1s the case because local market and foreign markets are different in many
respects so that the strategy employed in the local market cannot easily be transferred
to foreign markets. Variables such as buying habits and soctal-economic differences
have to be considered. In catering for the needs of foreign markets, spectal apprpaéhes
and attitudes are required, which are quite‘diﬂ’erent from those which are appropriate
for meeting the needs of domestic markets.

One of the characteristics of developing countries is their dependence on lmports of
consumer or industrial products and exports mainly of agricultural raw material, 40
But to benefit more from their export activities.‘ these countries should cnsider the
foreign market more seriously In order to reduce their dependence on imports and to
achleve the benefit of whatever comparative advantage they possess. What must be
done is not merely to imitate products with which Western countries are already
familtar, but to identify other potential opportunities by undertaking marketing
research into possible diversification of exports which might contribute to an increase

In the level of export sales.4! As we have seen in the previous Chapter, despite Iraq's
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comparative advantages relating to dates it is not the leader in terms of date exports.
partly due to a lack of marketing research. The DME should concentrate on the needs.
buying habits. and buying motives of consumers in the foreign markets. in order to
achieve greater success In these markets. Research devoted to estimating the size of the
market in each country, and discovering how to make the required productcs available
in these markets at a reduced cost, would be useful for the purpose of increasing a firm's
market share in the future In this way, both the foreignconsumers and the exporting
country beneﬁt So by adopting this policy, Iraq could prevent a further decline in her
exports of consumer products to other countries. By and large. the ignorance of foreign
markets which is a characteristic of most Iraqi exporters. constitutes an obstacle
impeding any expansion in the level of exports. In the same way, a lack of awareness of
consumer preierences. non-application of appropriate marketing tools and techniques.
the level of competition. and lack of confidence by foreign importers are all causes of
ineil'ectiveness in the fleld of marketing in Iraq. |

Any similarity between foreign and domestic markets can be identified by
accurately assessing the market potential for a particular product and a rnarketing
POMCY can then be devised to meet consumer wants and maximise satisi'action 42 These
matters can best be tackled by management. by means of appropriate marketing
research which enables problerns to be overcome and also indicates the specii'ic
marketing techniques to which attention should be devoted such as advertising media.
distribution methods, or the measuring of market capacity so that product availability
is ensured 43

An ei‘i‘ective marketing research ‘programme can itself provide a means oi‘
“npm"mg the marketing system. When marketing tools are properly integrated this
makes Possible the effective coordination of various functions such as distribution
producuon inventory control, and planning the means by which required resources

are obtained. Another contribution of marketing research to the process of economic
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growth is the improvement of the distribution system. Products can be distributed
according to the level of demand and this allows the flow of produce to be organised in
appropriate quantities, thereby smoothly avoiding gluts or shortages in different
regions which results in reducing costs and stabilising prices. In these circumstances,

dectsions taken by the management of a firm relating to any business activity will be
based én sound economic principles.

The discussion presented in earlier Chapters indicated that marketing generally
recetved little attention from central economic plannei's and that distribution was not
treated serlously by most firms, largely through ignorance of marketing principles.
Attention was concentrated on production rather than marketing, and emphasis on
production factors such as labdur. finance, and resource allocation rather than on
distribution, a policy which had an adverse effect on the process of economic growth.
Although the aim of the research is to improve the marketing system in general, the
researcher wishes to emphasise that improvements to the distribution system are
Particularly important and that marketing research has a vital role to play in
achleving such tmprovements. Finally, it is necessary to bear in mind that there are
dilferences between economic data and marketing data, although both are essential to
the process of economic development. Although these differences lie outwith the scope
of our study, it 1s appropriate to point out that economic data are wider ranging than
marketing data; the first fype includes various social trends (1.e. buying habits, living |
styles), political trends (i.e. government attitude, laws, business regulations) and
economic féctors (Le. prices, consumption rates, income, manpower), whereas the
second, namely marketing data, is concerned with those areas (the potential market,
Purchase motivations, etc.), details of which enable better decisions to be reached,

based on accurate and reliable information relating to which products should be offered
In market.
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8292 Types of Research Actlvity

Under this heading, the researcher will not deal with the methods of data coilectlon as
these methods are described in the literature dealing with marketing research; nor will
appreclation and evaluation of each of the marketing research methods be included.
Information concerning consumer demand may be obtained either internally, from
reports, the experience of the firm's managers, salesmen's reports, etc., or externally
from other company researches, agencies and various other organisations. -

This broad area is well outside the scope of our study, although we shall refer to a
Particular method when it is relevant to our discussion. Our concern here is whether or
not the firms visited engage in marketmg research activities and if not, the factors
which prevent this function from being undertaken.

Human beings are not all alike; consequently they have different needs and wants
depending on their different characteristics. Thus, gathering mrorxi;aatlon about
dilferent groups, far from being easy, is a complex task. However, this is not an excuse
for avoiding the activity as it i{s crucial for formulating and ‘knplementlng' a reasonable
marketing policy, the first priority of which is to achieve success by makirﬁlsing
consumer satlsfactloﬁ and meeting market requirements. As we mentloned in the
previous séction. marketing research is a continuous process of gathering consumer-
related tnformation and thereafter evaluating trends is a systcmqtlc way, But ’such
information should be reliable and accurate so that decisions can be made which are
not based purely on personal opinions. V

As we have frequently pointed out, information concerning consumers' wants is
scarce in developing countries and manufacturers have to make great ‘eﬂ'orts to obtain
the necessary information regarding consumers and relevant market conditions,
whereas in developed economies producers are constantly supplied with such
Information from a variety of sources, so that producers are in a better position to meet -

consumers' needs and wants since they have access to relevant information, :A-
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producer's decisions relating to consumers and the market environment will thus be
more accurate, and this reduces the level of uncertainty associated with his business
operations, such as launching a new produét or improving an existing one.

The researcher asked the executives in the firms visited to state whether or not they
were involved in collecting information about consumers in the market. The answers
provided in Table 14 indicate that 13, 43% of the 30 firms undertake this function
whereas the rémainder. 17, 57%, do not. The picture revealed is not encouraging and
reflects the extent to which this business activity is neglected, a situation which, in the
researcher's opinion, clearly indicates the absence of an appropriate commercial

attitude on the part of these firms, espectally those in the public sector, since 8 of the 13

Table 14

Firms Involved in Collecting Information
About Consumers

" Method

Number Percentage Firm's Status Span of Activity Con-
Subject g[lrms % | Public | Private | Export Ezg;rt Test :i’:bn
Sample
Firms Collect
Information 13 43 8 5 8 5 3 7 3
Firms Do Not
Collect 17 |s7 | 13| a 1|1 16| 3] 10 4
Total 30 j100 | 21 9 9o | 21 | 6 | 17 7

firms concerned are in the public. Most of the reasons that account for this stiuation
Were mentioned in the previous section, although other reasons emerged later in our
discussions with the relevant executives.

A similar situaftion‘ exists in other countries such as Jordan. Salem found that six
out of ten companies answering the questionnaire submitted to them had carried out

Some kind of marketing research, but only two out of these six consulted consumers



while the other four contacte‘d either middlemen or distributors to obtain the required
information. Those who did not undertake any marketing research activity believed it
was unnecessary since they were able to sell their produce easily.44

In other developing countries such as Srilanka, only 14% of the manufacturers
undertook marketing research. In Chile, 23% of the manufacturers had marketing
research experience; 14% had carried out consumer surveys; 5% had undertaken dealer
surveys: 2% had attempted sales forecasting and 2% had carried out research of an |
unspecified nature.45 In Egypt throughout its industrial history, the marketing mix
which forms the basts for planning marketing strategy is neglected by mostﬁrmsz‘}?‘

In general face-to-face discussion is one of the three main methods normally. used
by those engaged in gathering information about consumers, the other two being
studying company records and marketing tests and samples. The personal approach
employed to obtain information about consumers is quite effective. Through the
researcher's discussion with responsible officials, he found that wholesalers and
retallers are sometimes asked to provide information, but such information may not be
accurate if it {s not based on documented sources and it may be unintentionally
modified by the individual judgement of those who interpret the information they
provide or receive. Wholesalers and retatlers gather information in two ways, either
through observation or by asking their customers direct questions. Again, the
advantages or disadvantages of this method are outwith our field of study, but the
researcher belleves that a firm may gain a general idea about consumer needs and
market trends when specific points of view are repeatedly reported by many of these
sources. Moreover, direct discussion with consumers may be a particularly appropriate
method in developing countries, and the most useful for both eicporting and non-
exporting firms as in such countries the techniques of marketing research are not well
known, However, only seven of the ten firms which collect information about
consumers do so by this means, namely direct conversation. The researcher believes

that If the results obtained by this method are not accurately documented, the way is
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left open for doubtful interpretations to emerge ’i‘he research ﬁndings also indicated
that firms which sell directly to consumers are more likely to be involved in collecting
information through discussions with consumers. Not surprisingly. we found that
most t’irrns in this c‘ategory are in the private sector. This is probably because most
public firms sell in large quantities to wholesalers or directly to retailers rather than to
individual conSumers. Success achieved in the market by the private sector as opposed
to the public sector, is largely due to the fact that the farmer for example, can easily
obtain information, and accordingly, can more accurately identify consumer needs.
The public sector is less successful in gathering information, because certain
procedural steps have to be taken which delay the provision of the information
required. |

From Table 14, it is reasonable to hypothesise that firms which engage in export
activities use more 'vigorous methods and employ different techniques in their
mérket“lg compared with firms who are engaged only in local marketing activities.
This hypothesis, although it should be the subject of further stu:dy is hased on the
research i‘indings which showed that eight of the thirteen i‘irms which‘ collect
information are involved in export activities. and these are drawn i'rom both sectors.
Thelr Practice of collecting inforrnation in various ways is accounted for by their
Involvement in a wide range of activitles. It may be assumed that firms involved in
export activities are more likely to adopt the marketing techniques employed in the
developed countries with which part of thelr trade is conducted

The gathering of inforrnation intemally by firms in the du‘ferent sectors may
display different characteristics dictated by the nature of Iraq's economic structure
Iraq 1s one of the developing countries, most of whose trading activitles are controlled
by the 8°Vemment Consequently. information about general market conditions is
diil‘icult to collect and data are scarce or even on occasion unavailable Therefore
examinmg the market in relation to consumers will not necessarily provide an
accurate picture Within such an environment the management s freedom to obtain the

required lnformation is more limited than it is in an advanced economy, and the



validity of administrative and managerial decisions is heavily dependent on the
reliability of the information received. Consequently, since data collection is not
carried out in a systematic way, decisions are subject to risk and uncertainty which is
only to be expected in developing countries, and this situation will continue as long as
economists in these countries ignore the scientific basis on which efficient
management should be founded. Therefore the data provided in government
publications may not reflect an accurate picture of market conditions, so that
enterprises are unsuccessful and products are launched which do not attract sufficient
custom from consumers but create a glut of unsold merchandise.

Although information supplied by government departments in Iraq is available at
low cost, it does not accurately reflect consumer needs and wants due to the fact that
modern marketing research techniques are not employed. In general, all the firms
Participating in the survey emphasised their dependence on internal companv records
for information about consumers. Some executives stated that it is often the only
available source of information they require But the researcher believes that this
inrormation is not classified in such a way as to reflect the market trends for particular
Products since the records relate to total sales of a given product category. For example
with reference to dalry produce, the records made available to the researcher referred to
total sales of cheese. providing no break-down relating to different types of cheese.
Such totals give no indication of consumer preferences among the various cheeses
avallable in the market. The shortage of some types of datry produce and a glut of
others in the local markets in Iraq support the researchers opinion on this point
Thus, such records as are available have a limited scope as the inforrnation provided
does not give detatls of sales by reglons where people's purchasing power varies, it does
not give reasons for sales of particular products and above all, it does vnot reﬂect the
Structure of the existing market or indicate changes in market trends. An analysis of
all of these factors Is crucial as a means of eITecting improvement in the distribution

System, and reducing costs. by ensuring that produce is available at the right tirne and

in the right place, and directed towards the right consumer,
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Gcncraily speaking, consumer surveys are widely employed in qevelqped economies
as a means of collecting information, and it is essential that this methed should be
used by developing economies where data are scarce even at official level, since
lnfoxmatiori is required particularly by economic planners so that they can assess the
desired level of production and providing the necessary resources in an environment
characterised by scarcity. In the researcher's experience, people are reluctant to provide
true information concerning their purchasing power, their buying behaviour and their
motives and this applies particularly to the middle classes who believe that such
information will be used for increased tax legislation, and suspect that those who
undertake surveys represent the authorities. This situation in developing countries is
worse when an attempt is made to conduct a survey since the high level of illiteracy
affects the type of sample that can be used. However, this limitation, once recognised,
can be overcome by careful preparation of the survey method employed as that a
representative sample can be surveyed.

Because of the above limitation, few firms have carried out this kind of research.
From the interviews it was learned that only three of the thirty firms carried out such a
survey, and two of them were in the public sector. The small proportion of these firms
undertaking surveys does not detract from the importance of this method. What it does
indlcate is that many flrms in Iraq are still unable to carry out surveys because the
obstacles described earlier make it difficult for them to do so. To conclude, market
research techniques may differ from country to country, depending on the prevailing
level of economic development. In other words, research techniques which are
appropriate in the U.K. may differ from those required in Iraq or in any economy where
Scarcity 1s a major factor. In this context, Cranch suggest that different forms of
consumer behaviour or marketing research investigation are influenced by
environmental conditions, but whatever approach is used, it must form the basis for
future Planning and facilitating the introduction of innovation into a developing

country.47 The slight degree of attention paid to the marketing research function in the
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bﬁsinesé e;'xvirénment in iraq is similar to4that in all other develoﬁing countries. 'I'hé
heglect of research and a reuancé on intuitlc;n as the basis for decision maldng' apﬁear
to be the rule rather than the exception ﬁhroughout the developing world. Turkey is a
prime cxampie bf a country where résearch in general, and consumer research in
particular, is largely ignored in decision making.48
8.2.3 Testing Products in the Market
Product testing may be regarded as a marketing tool applied directly to consumers. It is
a major function of markcﬂng research and could be defined as the process by which a
firm makes a product available to the market in a limited geographical area in order to
determine the product;sr éomm;ercial avéﬂabllity. Test marketing can also provide
information about poteﬁtial market shafe. the characteristics of consumers who
Purchésc the product and of those who sample it but:who do not buy it again, the
frequency of purchase by different consumer groups and the ways in which the produét
is used by consumeré.‘*g |

Thlé technique s widely used in order to learn the reaction of consumers and to
assess the firm's perforniance and the extent of its product's success in the market.
Thus, in view of the prevailing conditions and the marketing environment in
developing countries, this method is an important means of determining product
progress before launching and the profit prospects of the launching firms, as faflure -
after launching repfcsents a waste of the scarce resources which provided the product
concerned. Successful pfoducts aré those which meet consumer needs and wants in the
local market and at the same time have potential for achieving international sales.50

In this approach, may mériceting activities interact and combine with each other to
discover consumer reaction to a product, and for the firm, this represents a step forward
in its marketing prografnme strategy. Implementing such a programme involves
undertaking évariety of marketing activities in order to boost the volume of sales and

to motivate consumers to buy the products on offer. These activities include
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advertlsing. sales promotion, accurate pricing and efficient distribution in order to
identify possible problems and to assess the importance of different product features,
the level of acceptability assoctated with the product and the firm's performance rating,
In this way, when a new product is launched, it is more likely to be successful.

Before the full commercialisation stage, the product may be tested in the market at
the precedlng stage. Test marketing is the experimental testing of a new product or
marketing mix in a reprcsentative field setting. - In the context of the marketmg
decision, this requires the coliection of additional information to reduce the
uncertainty assoclated with declsion making. ,

As such, the cost of the test rnarket should be less than the upper limit that
represents the expected value of perfect information. Although marketing tests of an
industrial product may differ frorn those of food products, by and large, such testing
offers the following benefits; an opportunity to get an idea of the product's potential
sales, the chance to present alternative marketing strategies and the possibility of
obtalning valuable, but unanticipated information,51

Certain disadvantages are associated with test marketing, such as the different
characteristics encountered in various markets,52 but the researcher believes that
although this can have a marked effect in de\)eloped countries divided, 1t does not have
the same effect in Iraq. Theresearcher's view, as a final consumer, is based on the
characteristics of the Iraqi people. Social differences are not so deep-rooted in Iraq as
they are in developed countries. and the Iraql consumer is by comparison naive, simple
and easy to convince. Moreover, this technique may increase the level of competition
required to strengthen the economy and benefit consumers, and this is true even in
advanced economies as the technique enables other manufacturers to learn about their
rival's intentions and perhaps points the way to success. In a study carried out in
Mexico and India of the performance by the two national oublic food marketing
agencles in the market place suggested that’ consumers support each public marketing

agency as offering good values and as being tmportant to economic development

Irrespective of their income and social diferences.53
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Agaln the above discussion demonstrates that this marketing technlque is vital forb
“Iraga and for other developing countries where similar condltions prevalil. Fallure of a
particular product will alIect the future of a firm and the economy as a whole, because of
the scarce resources being wasted. yet the risks can be reduced by test marketing, which
is therefore of crucial 1mportance.54 The following discussion reveals the attitude of
the rnanagernent of the firms visited with the food industry sector. Executives were
asked whether their firms engaged in testing their products bel‘ore launching thenl on '
the market. Table 15 represents the research findings. The researcher made it clear to
the respondents that the question of test marketing also applied to the development of
Products already in the market. Nineteen, 63%. of the thirty ilrms visited reported that

they test marketed their products. Fourteen of them were in the public sector, including

Table 13

Extent of Test Marketing
Used in Sample Firms

No. Percentage Span of Activity

of Firm’'s Status Non-
Activity Firms 9% Public | Private | Export Export
Conducting Test 19 63 14 5 11 8
Not Involved in Testing 11 37 4 7 4 7
Total 30 100 18 12 15 15

eleven who were engaged in export activities. This supports the view that public sector
firms are generally 1nvolved in test operations to a greater extent than those in the
Private sector And this also indicates that they employ more aggresslve markettng
techniques, By companson the performance of prlvate sector firms in this area 1s
“mmpresstve This evaluatlon ts enhanced when respondents in both sectors were
asked to state whether thetr firms had withdrawn any products during the last six
years. In the public sector, some products had been wtthdrawn from the marekt and the
productton line but this had not been done by any ol' the l‘lrms in the private sector But

w
¢ must not attach too much lmportance to this partlcular finding, Some publlc firms
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(excluding exporting 6nes) have carried out test marketing in an informal way, without
using clear-cut criterla. The researcher found that such testing is not carried out in the
systematic fasion employed in advanced ’countries.‘ Moreover these firms rely too
much on the opinion of selected school pupﬂé or the firm's own employees.

MOI'COV:CI'. suppls;ing samples in some cases is i'egarded as a suitable rnét'hod of test
marketing. But this method is not based on clear-cut criteria since the samples
supplied are given in the form of a gift. Such a method cannot be regarded as a genuine
test. The fact that little attention is paid to this marketing tool may be accounted for by
reasons indicated in various parts of this Chapter. Without repreating all these
reasons, those of special importance will be briefly discussed here. Firstly, government
legislation for the protection of industry relieved the management of some firms from
the need to undertake any tests as their products fact little competition from abroad or
even from private sector firms. Some products are in short supply in the local market,
S0 their scarcity made testing unnecessary. Secondly, firms in the private sector lack
the financial resources required for adopting this technique, nor do they have
personnel sufficiently well qualified to perform this task. Thirdly, because of
tx"<mSIJO1"t difficulties, the remote areas cannot be incuded tn this type of experiment so
that by and large, such surveys, when undertaken in countries like Iraq, will not
accurately reflect general attitudes and consequently, will be of little value.

During the reseafcher's discussion with company representatives, he learned about
another test the firms use, namely, the in-firm test which is applied to a firm's staff or
their wives. But results from this type of test cannot be regarded as a true guide or
indicator for successfully launching a product, simply because the subjects of the test do
not l'flpreser‘lt potential buyers and they are iikely to be blased in favour of their firm so
that they would not be acceptable in a re§earch project. Moreover, these firms usually
do not carry out re-tests to ldehtﬂ‘y the motives of buyers in the market.

The status of marketlng research organisations reflects the stage reached in the
country's development in the field of commercial business. The importance of the

facilities offered by these agencies has increased in the commercial sector as an
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Increasing number of marketing problems have emerged. The long-standing neglect of
marketing has had an adverse effect on the growth of marketing research facilities in
Iraq, which were in any case primitive and neglected by management in the business
fleld. Again, when some executives stated that they have not undertaken marketing
research, this is not surprising, because such firms stated that they had no market
problems as their products were easily sold in the market.

We shall see in the next section dealing with advertising that even advertising
agencies in Iraq have been able to offer little help to firms in terms of research services.
An alternative is provided byb the independent agencies whichl specialise in the ‘field of
marketing research. ln a few cases, firms have relied on agenctes in foreign countries
The most popular one which all firms depends on for research purposes is the "National‘
Centre for Managerial Development and Consultancy "Itisa government department
stalfed by highly educated officials, who have graduated at foreign umversities and are
able to provide consultancy services and deal with matters in their special field when a
problem is submitted to them. The researcher however believes that such personnel
need more practical experience. although the department referred to was provided with
all the facilities required and the officials have the theoretical knowledge which is
necessary for undertaking eﬂ'ective and successful marketing research Moreover. they
have skills which may be different from those requlred in other flelds of
management,55 ang this enables their activities to be well organlsed and better
integrated.

Of the thirty firms visited. twenty-five or 83% have not carried out any kind of
marketlng research. This situation arises because of, on the one had economic
conditions where scarcity is common - and on the other, the attitude of management
which helps to create such a situation In theory. it is accepted by management that the
marketing research role should assume much greater irnportance. especially to help
decision making but in practice, support for such research is not forthcoming The
conclusion here is that most of the firms are production-oriented rather than

marketing-oriented and consequently pay little attention to the marketlng research

function.
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Generally speaking, test marketing is a useful procedure for checking a product's
appeal before its distribution to ensure that it conforms to consumers' tests. This
concept is very important for most developing countries including Iraq. In a developing
country where the resources are scarce and firm's finance is limited, the effects of
fatlure on thg firm's structure or even on the economy can be quite marked.

The general fin.ding fs that most of the firms introduced their products without
using test marketing, which in turn leads to many problems and eventual fallure. As
far as the Iraql food industry is concerned in relation to this point, many reasons
contribute to this negative attitude. The most important are: (1) In a situation of
séarcity, especially in the food industry, firms were able to sell their products even if
they were not suited to consumer tests. In such a society, firms do not innovate as there
are no incentives or even pressure on them to' do so. (2) Most of the products introduced
are imitative rather than innovative. They are substitutes for products previously
Imported from abroad. By following this policy, firms avoid taking risks, and are
spared extra expenditure as they avoid introducing new products to the market. (3) In
the developed societies where education and discretional income is at a higher level,
Innovations are more acceptable than in a society which follows a fixed tradition. To
poor people, or those living at subsistence level, which is characteristic of most
developing countries, innovation s not readily acceptable, as time is needed for people

to abandon old habits and adopt new ones.

We now proceed to discuss the factors underlying the neglect of this function.

824 Factors Impeding Market Research -

The amount of market research undertaken by a firm and the existence of a separate
marketing research department can be taken to indicate the extent to which the
Importance of this function is recognised. The researcher discovered that of the thirty

firms visited, only five had undertaken any kind of marketing research. Those firms
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carried out market research in 1978, but food manufacturers were not interested in
their findings.56 Again, of the thirty firms, only nine had a market research
department. The conclusion, after visiting food manufacturers during the course of this
study, was that very little statistical information is available concerning the needs,
wants and attitudes of Iraqi consumers.

In the complex environment of Eusiness. a systeri'xatic approach to the problem of
management is important. One of the management functions s decision-making, and
making a decision in connection with mark'eting may be difficult in the commercial
fleld, because the decision is the result 6f a cholce based on a person's conclusions about
a particular situation. This represents the selection of a specific course of behaviour
concerning what must or must not be done. The purpose of decision making is to direct
human behaviour towards a future goal. If there were no alternatives, there would be no
need for a decision. So making decisions relating to the satisfaction of human needs
and wants s by no means an easy job. This is so even when conditions are clear-cut and
constant but business is something which is never static, and in the competitive
environment prevaliling in both external and internal markets reliable information is
required to allow the right decision to be made about the market. Accurate information
Is the key for the right decision being taken by business management.57

Through marketing research, a sound assessment of consumer needs and wants can
be made. Marketing research consists of the systematic design, collection, analysis,
and reporting of data and rﬁaking findings relevant to a specific marketing situation58
which often involves a marketing decision, such as whether to introduce a new product,
drop a distribution channel, or change a promotional appeal. - However, marketing
research is also used as a monitoring device to keep management aware of market place
conditions and competitive pressure, thus serving as an early warning mechanism for
anticipating problems and opportunities before they actually arise. To the extent that a

firm practises the marketing concept, marketing research undertakes the role of
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finding out what the consumer wants and cvaluating how well the i'irrn"s current or
Proposed oﬁ'erings can meet these desires. Thus within the marketing concept,
marketing Tesearch assumes the role of a feedback mechanism for providing
maangement guidance 59

It may be helpful at this point to mention dii'i'erent attempts to define marketing
research Technically, marketing research is defined as an objective, formal process
for systematically obtaining, analysing. and interpreting data for the purpose of
providing useful inforrnation for making marketing decisions.60 The above
definitions reveal that marketing research is a decision-making aid It can provide
information on which marketing managers can base decisions. thereby improving
their decision making, Hence it {s a future oriented function concerned with many
variables such as political, economic social and competitive factors which must be
considered even including corporate planning., By and large, all marketing

Pkt
management problems, decisions, and actions take place in three environments: an

poe d
Internal marketing environment, an internal organisation environment, and an

external organisation environment. In this respect, marketing research is defined as

the systematic, impartial, and complete design, execution, and reporting of
Investigations to help solve product, price, distribution, and promotion problems.sl |
The above discussion has revealed.that the dilemma facing the marketing manager
has two aspects. First, there is the need to make decisions, and secondly, the degr ee to
which the future will provide a favourable environment for the course of action selected
has to be considered. Controiiahle and uncontrollable variables are involved, if we
consider marketing as "a function concerned with designing an efficient system which
will direct an economy's flow of goods and services from producers to consumers and
accomplish the objectives of the society". This means that marketing is concerned with

development of the product and its distribution to the right consumer, at the right place

and time, in which case marketing research is a continuous series of activities, aimed

N
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at ,COping with the continuity of the commercial business environment. By and large,
the crucial activities which eﬁhance a firm's pfospects in a market are consumer
research, adverdslng research and consumer motivation. q |
In vievé of the backward position of marketing in Iraq, the ﬂndmg tha; this
functipn is not carried out properly will cause no surprise. Mofeover. adopting #n
appropriate fqrrn of marketing research in tixe Iraqi local market requires more time,
The research findings produce results which may by sympton';atlc of the situatioh in
Iraq. N | o |
| Respondents \in the firms investigated were asked whether or not they carried oﬁt
marketing research, and if the answer was positive, how much they had spent on this
function in the last yéars. The answers are $hown in Table 16. The ‘cri‘ted’a used in the
research In relation td this question were baséd ’on Whether f;rms féllowyed a series of
systematic steps, deﬂnmg the objectivés and setting out the cé:ncluslons of a particular

research undertaking carried out by them.

Table 16 .

Extent of Marketing Research Implementation
in Sample Firms

Activity By Firm _ Noof % Fyms status

Export]| Non Export} Export| Non Export
Marketing Research :
Performed : 5 17 4 1 . -
Marketing Research » ,
not Performed 25 83 5 10 4 6
Total 30 (100 9 11 4 6

In planning a spectfic research project, it Is necessary to anticipate the relevant
activities and informational requirements in order to avoid inefficiency and
misdirection. However, rather than being incorporated in a neatly packaged "connect

- the dots" set of directions, the activities involved are closely interrelated and therefore
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difficult to structure in the desired manner. As a result of the need for an acceptable
structure and, the complexity involved in devising such a structure, it is prudent to
recognise that the plan for any given study will certainly be characterised by the
specific circumstances that led to its formulation.62

‘Indirect checks have been made by the researcher to find out if the necessary steps
have been taken so that a firm's actions can in fact be regarded as constituting
marketing research such steps, for example, as formulating the marketing problem,
determining information requirements, identifying information sources, etc. In the
researcher's opinion, only five firms, 17%, carried out marketing research in terms of
the above-mentioned criteria. More than this number of firms claimed that they
engaged in this function, because many of them conducted a superficial type of
marketing research. The researcher believes that there are many reasons why firms
make such claims. First of all, executives wish to give the impression that they are
undertaking such research. Secondly, the Iraqi firm's experience is still in fact partly
limited by the lack of people with the background and education required to pursue
research of this kind, and partly by the primitive techniques and means avatlable to
them. All the five firms engaged in marketing research activities are from the public
sector, four of them being involved in export activities.

The researcher found out that these firms employed educated people, whether or not
they are relatives of the proprietor,

Even in those firms who used this marketing tool, no separate department for this
Purpose has been established, but planning and research procedures have been
undertaken with a sum of money set aside for this purpose. The exact amount spent is
not accurately recorded for administrative reasons, but it is clear that they are in fact
carrying out this function in one way or another, Further investigation, applying
appropriate criteria and research methods, is required to establish why other firms did
not consider it necessary to carry out marketing research.

The firms engaged in marketing research activities were also asked to give details of

the rl'mlut‘l'lcy with which this function was carriet out and to name the department



responsible for its unplementatlon.- The answers are shown in Table 5. The research
finding revealed thét firms claiming that they conducted the type of activities listed in
the questionnatre were not necessarily giving a true pieturc of the situation in thetr
firms. A comparison with the answers given by the respondents to other questions
indicates this clearly. ’fhe most obvious example is the contradiction bet\yeen the
research finding derived from this Table and the evidence supplied in Table 2.
Respondents claimed that they engaged 1n market share consumer behaviour research,
although such activities are ﬁqt mentioned in the answers given in Table 2. With regard
to product planning researc‘h. one firm claimed that they never engage in this function
whereas it was claimed in Table 2 that they did so, which represents an obvious
contradiction. |

Irrespective of the accuracy of the claims made relating to this kind of research and
the frequency with which it is carried out, advertising, pfoduct planning, distribution,
new product development and packaging are respectively the research activities
claimed to be carried out by the surveyed ﬂrms ,

Although only four ﬁrms clalmed that they undertook market share, and consumer
behaviour research - a claim involving dlscrepancy wlth other answers - these
actlvitles are mterre]ated and the researcher is surprised that firms engaged in new
Product development, or even product planning did not undertake research on
consumer behaviour or market share. ,

Identifying groups of consumers who will tend to respond in a elmilar fashion when
presented with a particular combination of specific marketing inputs is known as
market segmentation, f.e. the process of dividing a market into segments of people who
have similar characteristics as consumers, and can therefore be‘appevaled to using one
set of marketlng strategies.63 Thus rsegmenting the market is regarded as a strategy
designed to allocate marketing resources to‘ defined segments and product positioning is
a strategy designed to communicate product benefits to meet consumer needs and the
characterisiies of target groups. The food industry relies more on demographic than

any other consumer variables in making market segmentation and product promotion
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decisions.64 The level of consumption of particular produets may indicate changes in
the demand foi' éﬁch products. “ A .
Segmenting the market attrécts the full attention of all Vproducing fms ‘m
developed countries m relation to both consumer arid mdhsmal products, but this
function is het pursued in most developing countries, mcluding "Iraq. ThiS may be
because of the soctal (structure vof soctety in the developing eouptnes. On the whole,
these countries divide their populations into rich or peoxf. or into rural or urban
residents, with no intermediate clésexﬁcations. whereas in the advance countries their

populations are divided according to many more complex criteria which at the moment

are outwith our field of research. _

Not surprisingly; when respondente Qere askeqd to define the group they produce for,
they menﬂoned only thq subsegments or markets. Table 17 shows the research
findings. The differenceé between the two percentages recorded are very great. This is
because most firms pay little attention to differentiating their market. This is a
common practice in developing countries including Iraq, where the social structure
dlﬂ’erencee are simplified into only two very extreme divisions. The researcher's
Interpretation of this information is that it 1s determined by the characteristics of the -
industry concerned. HFor example, five firms which produce for urban areas only
engaged in the ice cream and dairy products industries, so that it is reasonable to

assume that the policy pursued may be related to the nature of Iraq's climate, In

Table 17

Impoi-tance of Market Segementation
(Perceptions By Executives In Sample Firms).

Market Segment Noof | %

- Firms Percentage
Citles Markets 25 ‘ 83
Mixed Markets '5 17
(Foreign And Local)
Total 20 ‘ 100
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summer, when the temperature is very high - about 50°C - the distribution process
therefore being very difficult since such products are exposed to spoilage and
deterioration. The problem may be exacerbated due to the lack of cold storage and
refregirated lorries for use in the distribution process. This problem is an obstacle we
have referred to in Chapter '3. .

Soft drink ﬁnné were not included among the above firms (namely ice cream and
dairy product manufacturers). The researcher believes this to be associated with Iraq's
socfal-culture. In summer, the rural inhabitants traditionally consumed yoghurt made
by themselves from cow's milk instead of consuming soft drinks, as that problem is
solved by using local resourcs. Inhabitants of rural areas have access to alternatives
even for special occasions to entertain their guests and thus even firms without a
distribution problem will be discouraged from penetrating these areas. Even in winter
months the above products are rarely consumed by those who live in rural areas. Only
five of the fifteen firms engaged in e‘;(port activities produce spectfically for foreign
markets,

When most firms do not devote enough attention to the important marketing
research function, the conclusion is that the need for systematic research is not widely
appreclated and this weakness is expecﬁed to cantinue while Iraq is at its present state
of economic development. The reasons pointed out in Chapter Four for the neglecting
of the marketing function in developing countles also explain the slight attention
devoted to marketing research in such countries. The problems may be summarised as
being due to the attitudes of management and economic planners towards marketing {n
general and marketing research in particular, as a result of whclh little or no
information is évaﬂable concerning consumers' behaviour and their motives.

"Moreover specific problems affecting marketing research in another neighbouring
deVCIOPing country, namely, Turkey, may also apply to Iraq. In additlon to the
problems previously mentioned, just as in Turkey, markcting research is regarded as

being of a mathematical nature rather than as a qualitative and quantitative function.
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There 1s a lack of relevant expertise in this area and research is only undertaken when
a firm 1s marketing-oriented rather than production-oriented and there are also
sampling and administration problems.65 |

To obtain an overall picture of the status of this function in the firms visited and to
identify the nature of the problems encountered. the researcher asked respondents
whether or not they undertook marketing research and if not to specify reasons for not
doing so. Before presenting the research findings, it is appropriate at this point to
recall the fact reported in the above dlscussion.’ namely that only a few firms engaged in
marketing research, though the internal and external obstacles encountered by each
may vary. The survey findings of obstacles impeding marketing research are presented
in Table 18, which shows the number of firms which have not performed this function.

The low level of competition is cited as an obstacle by firms in both sectors. Most of
these firms, particularly those in the public sector, stated that they did not face serious
competition. Fifteen, 60%, of the twenty-five firms concerned mentioned this factor,

three of them being in the public sector. As the level of competition is low, little

attention is paid to market conditions and the need to consider the welfare of

Table 18

Obstacles Impeding Marketing Research.

 (Executives Perceptions)

Kind of Obstacle Number | % Firms| Status Span of Actlvity
of Firms public | Private | Export | Non Export

Product Characteristics 10 40 3 7 5 >

(quality)

Lack of Expertse In Firms 18 72 7 1 12 °

Lack of Competition 15 60 8 12 1 *

(te No Need) C ‘ ‘

Lack of Research 3 121 3 - 2 '

Organisations (With Expertise) |

Out of Date Information 4 16 | 4 -1 '

This number represents firms not doing Marketing research
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consumers or to satisfy their needs and wants 1is ignored. In advanced economies, the
marketing research function has been widely supported due to the highly competitive
market conditions which have forced management to make every effort to identify
consumer needs and wants through marketing research to ensure that the firm will
survive. In Iraq on the other hand, local industries have been protected through
legislation which reduces the influence of market conditions. A factor which inhibits
undertaking marketing research in Iraq is that a seller's rather than a buyer's market
for most goods is predominant. Since the market can easily absorb firms' output, there
Is therefore no marketing perb‘lem'. The Iraqi food industry in particular is
characferised by low levels of competition, the result being that some companies do not
need to be particularly concerned about losing their customers (see Chapter 7). Those
firms which do not carry out any sort of marketing research are completely production-
orlented rather than consumer-oriented. Accordingly, to them, marketing is concerned
only with arranging the distribution of their products to consumers. Consequently,
little or no experience has been gained in relation to implementing the marketing
research function and as a result, few people possess the expertise required to make
effective use of this marketing tool.

The respondents' answers demonstrated this problem since efghteen, 72% of the
twenty-five firms concerned stated that lack of expertise presents difficulties. This is
obviously due to the fact that the research function is neglected and over a long period
no marketing research has been carried out by these [irms,

Government control of large sections of the economy means that management
Initiatives are subject toa certain degree of restriction. The policy of every firm has to
be approved by the relevant Ministry and the centralisation of power means that
declsio‘n-making tends to be carried out within tlie state bureaucratic system. In any
case, management in Iraq is generally characterised by incompetence, largely due to a

lack of education and training. This lack of skilled management also inhibits the
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undertaking of market research. For effective research needs competent personnel but
there is a distinct lack of managerial talent in the bureaucratic structure of most firms.
Added to the factors previously mentioned, namely the negative attitude of economic
Planners towards marketing and the fact that the management of firms is production
rather than rriarketing oriented, this situation provides a further excuse for those firms
not to carry out the marketing research function. Ten firms, or 40% of the twenty-five
which neglected this function stated that their attention is devoted exclusively to
production and finance and that the marketing function is left to the wholesalers. The
researcher found that this trend also applies to the transportation of products. Firms
which left marketing to distributors also regarded transportation as being outwith
thelr responsibility. The researcher believes that the reason for this behaviour is that
production matters are considered to be far more important than marketing or dealing
with the flow of products in the market. This point was mentioned in a previous
Chapter when we discussed the physical distribution of agricultural produce. It seems
clear that management believes that a tool such as marketing research can be ignored
without affecting the firm's business.

Scareity of information about consumers and about the market in general is one of
the reasons given by some of these firms. This justification for not becoming involved
In marketing research seems to be valid. Four, or 16%, of the twenty-five firms cited
the absence of up-to-date data as constituting an obstacle. Only three, 12%, of the firms
referred to the lack of marketing research agencies as an obstacle preventing them from
carrying out this function. It is not surprising that the above two obstacles, namely,
Scarcity of information and organisational problems, were emphasised by firms
involved in export activities as a result of their experience ln‘deallng with foreign
markets, but the researcher believes that such responses do not by themselves
constitute the basic reasons. Rather, firms are trying to justify themselves to the

researcher., This opinion is based on two facts. The first that most firms rely on
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Internal reports and records in order to estimate marketing capacity, a point we
criticised at the beginning of this section, and the second is that little use is made of
external agencies for the purpose of marketing research (see the Dates case study),
although there are such agencies in Iraq, as we shall see in the next sub-chapter.
Admittedly, such agencies do not possess the required skills for handling the
marketing research function efficiently; nevertheless, firms could benefit by
employing their services but they do not do so.

Again, a major reason for this is that the government does not concern itself with
this problem and as Iraq operates a planned economy, few industries are in a position
to act on their own. In general, state-mariaged ec;:nornlc systems play little attention to
the marketing environment. Large«sc#le firms beiieve their products are consumer-
oriented, but market research in Iraq is hampered by the fact that no particular‘
government depaﬁment specialises in this function.68 Moreover, much of the
marketing information available to firms consists of reports compiled by the Ministry
of Industry which supplies little tnformation with regard to the Iraql consumer and
what is provided is very often out of date.

There is a notable lack of information concerning market structure. Accordlng’t‘o
the classical theory of the firm, markets are characterised by inter-relationships
between producers and consumers and these constitute the external environment
within which their behaviour is brought Into appropriate operation.87 Market
structure therefore determines the behaviour of firms which in turn determines the
quality of industrial performance, But sometimes it is difficult to identlfy the market
so that structural distinctions become blurred and the reliability of future performance
assessment is weakened.

There is another réason which the researcher benevés to be lmportarit though it \‘ava‘s”
not mentioned by respdndeﬁts. This stems from the govemrhent's soclallét ldeologjr

according to Which marketing research is regarded as a function entailing high
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expenditure which should therefore be reduced like any other marketing costs. The
avallability of capital also determines how firms are organised and the activities they
pursue. Lack of finance, which is a prc;blem encountered by most firms in Iraq,
constitutes a limiting factor with regard to the introduction and development of market
research. Again it is due ‘to the government's attitude rather than to financial
difficulties. Table 19 shows the level of expenditure on marketing research by leading
firms in the food industry during the period 1982 to 1984.

Table 19

Marketing Research Expenditure and
Total Sales of Selected Firms
1982-1984 (ID)

Total Marketing | Perceﬁtage

Sales Research . of Total

Kind of Industry Year Value Expenditure | Sales

Vegetable Ol Extracting 1082 65,600,000 5.534 0.00009
1983 93,500,000 2,2716 0.00003
— 1984 93,490,000 4,525 0.00005
Dairy Products 1982 22,881,000 274,000 - 0.011
1983 27,027,000 10,000 0.0004
1984 38,093,000 9,000 0.0003
Soft Drinks 1082 55,233,000 357,000 0.006
1983 56,643,000 - -
1984 84,063,000 36,000 . 0.0004

Source:

Ministry of Industry. Annual Reports, 1982-1984.

There is no marked felationship between total sales value which involves million
of ID, and marketing research where expendlture reaches only thousands of ID. It may
be argued that the small amount devoted to such research is due to the situation in Iraq

In recent years, but the researcher examined the records for the period 1976 to 1980 as
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he had access to the Balance of Paymentsposition and the results again were not
encOuraging even though the percentage spent on marketing researchiwas double that
indicated in the above table. ’l"he figures provide‘d {llustrate a problem which is typical
of many firms. Funds allocated for research purposes tend to ﬂuctuate fromvyear to
year and are very often diverted into other areas, as needs arise. As we shall see later
the same unfavourable situation applies to advertising expenditure When firms are
not performing well in the market. the first area in which expenditure tends to be
reduced is marketing research.68 | | | |

The researcher consideres that from the point of view of firms' respondents, these
are the main reasons for not having enough information for marketing research
Durposes Other reasons are occasionally mentioned such as consumers reluctance to
assist In each survey. The researcher wishes to point out that such reasons have only a
limited ell'ect and therefore cannot be accepted as wholly genuine factors affecting the
marketing research situation, therefore thetr fmpact can be overlooked.

In general, the above discussion shows that marketing research has received little
consideration by the firms visited despite its importance to a country s economy as a
means of identifying consumer needs, to maximise consumer satisfaction, and

recognising market trends. In such a situation, management attitudes must be revised

in a country like Iraq.

8.2.4.1 Supply-Side Marketlng Research

Although some of the i‘irms visited consider various types of marketing research to be
useful, any that is undertaken fs still primitive and of limitef value rather than
accurate and meaningful. The limited level of education which marketing personnel
Possess and their lack of experience means that the results obtained are not useful
because the lack of information about the market and the needs ol' consumers results in

poor communication between the various groups concemed with marketing
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Consequently, personal judgement has to be relied upon when maldng decisions. This
can be ill- founded so that market condxtlons are not fully appreclated resulting m
suply shortages and unsatisfied consumer demand. It is ‘not uncommon in the Iraql
food market to find that there ls’a surplue of one item and a shortage of another. In
other words, the Iraqi producers do not match and adjust produ’ct a\}aﬂabﬂity to meet
market needs. Produets will continue to faﬂ to meet consumer demand so long as there
is Inadequate information concernmg market requirements.€9 In 1978, for example. a
vegetable oll extracting firm undertook a survey in various reglons to find out whether
consumers would prefer vegetable oil to be packed in 1 kg. or 10 kg. tins. It was
discovered that the demand for the larger quantity (with an average of 83% in favour)
far exceeded the demond for the emaller quantity, particularly in more remote areas,
The research itself is open to eritlcism but although rhe rnanufacturers did not realise
this, they did not, in any case, make the 10 kg. tins available. 70 Flndings of this kind
support the view that in Iraq provieion of certain products foil to rneet consumer
demand. | | |

Earlfer, it was recommended that the DME should itself undertake marketing
research, since no facuitles‘ for performing this function exist in Iraq. This is
Particularly important given tnat market research can be extremely us'eful as a means
of evaluating foreign demand for domestic products. Exports are now recognised as
being a vital element contrlbutlng to economic growth.7! However, entry into foreign
markets cannot be won until improvements have taken place in domestic markets.
Before the Iraql government can pur5ue an effective policy of dlverslﬂcatlon it needs to
know in which areas expansion should be att}empted so the lacic of knowledge of world
markets is thus the first problem to be solved as marketing decisions’ cannot be made
Intelligently without knowledge of the wider environment. Research into foreign
markets is necessarily broader and more cornprehenslve than market research into

domestic markets.72 Developing countries which seek to increase their rate o{
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economic growth by entering foreign markets, must consider the new types of customer,
govemment policy, cultural differences, competitors. strategic altematives and the
action each of theses alternatives will probably require. 73 Again, as stated with
ret‘erence to dates the initial requirement for expanding into a profitable foreign
market is to dlscover the needs and buying preferences of foreign consumers, which in
turn requlres market research. The main economic function of markettng reseai'ch is
to obtain adequate lnfofrnatlon about consutner demand. Adequate market research
increases the possibility of hetng able to meet consumer wants. Firms ‘p:roducing in
response to accurate information about the market will apbly their economlc efl‘orts
more effectively?4 and avoid wasting resources on producing items which are
unacceptable to consumers. Thus, greater ratlonallsatlon of economic activities help to
optimise commercial benefits and reduce needless waste of economic resources.

That supply does not match demand is a common characterlstlc in the markets of
developmg countries The fact that the Iraqi market is more a sellers' than a buyers
market is caused by supply shortages and hence excess demand, partlcularly wlth
regard to food. In an economy llke Iraq’ s where scarcity ls a dominant feature, alrnost
any product can be sold with little or no effort if thet'e ts‘ a constant need for it. Thisis
true of most primitive economies, where the prtnclpal products are well establlshed and
market patterns do not change 75 Iraq is primarily an agrarian country but neglect of
the agricultural sector has meant that some essential agricultural products are not
provided and this in turn increases the tendency to import, thus adversely affecting the
balance of payments. If effective max:keting research were undertaken, it would become
evident that the economic structure of Iraq needs to be changed, with greater emphasts
being placed on developing the agricultural sector. This in turn would lead to changes
in the allocation and utlllsatlon of existing resources , which could now be used to
greater advantage. A plan would then need to be drawn up to tackle any deflciencies as

Part of a process of strategic economic development. The scope of a plan in Iraq is
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usually determined by the lﬁnlted afnount of informatloh available concemlng local
markets, but preduction on a larger scale, providing a capacity greater than that
required to meet local demand, could‘be a means of achieving economic growth, "rhe
lack of information has thus not only segmented but also fragmented the domestic
market.76 1t has led to an increase in the level of risk and uncertainty. So marketing
research can increase economic efficiency by revealing a deficit or surplus in the
market, thereby enabling a transfer of resources to be effected. In addition, most
distribution systems in developing natio"ns suffer from an unevenness in the flow of
products to the final consumer.77 Marketing research can Increase the possibﬂity of
meeting local demand and because the aim of this function is to match demand with
supply, it may also contribute to the development of the distribution system.
8.2.4.2 Consumption-Side Marketing Research
Only one executive mentioned that socio-econenuc variables may affect any attempt to
undertake marketing research, and this point only emerged indirectly during his
discussion with the researcher when he mentioned that the marketing of dates should
have a religlous aspect when such produce are marketed to Muslim countries. Some of
these socio-economic variabies. such as consumer characteﬂstics, the role of women
and the influence of religion will be discussed in this section. : ,
Marketing research findings with regard to the behaviour and attitudes of Iraqi
consumers have thus far been inadequate and inaccurate, since certain socio-economic
and cultural elements have not been taken into account. A scientflc methodref
marketing research would include all those variables which influence consumer
demand. A vegetable oil extracting firm, for example, recently undertook a survey of

consumer opinion with regard to its product. But its findings were clearly unreliable.
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Table 20 shows that only 22,100 families Were surveyed in six of Iraq’s eighteen
governorates, the total population of the governorates concerned being six million.
Perhaps more importéntly. the survey was conducted only in city centres, rural areas
being entirely excluded. Although such survey, over time may highlight little crucial
changes in consumer behaviour this study was not therefore representative of the

community as a whole and this very often tends to be a feature of such studies.

Table 20

Vegetable Oil Extracting Firm: Proportion of Families Surveyed
In Various Governorates

Number of Families ~ Total Population
Governorate Surveyed (Thousands)
Baghdad 1900 1 3500
Al-Tameem , 700 600
Kerbala 500 578
Diyala 500 500
Basrah 900 1000
Al-Anbar 500 398
Total: 22100 5576

Source: Vegetable Oil Extracting Firm. Study carried out in 1980. (In Arabic).

The factors affecting consumer buying behaviour, buymg atfitudes and demand, can
broadly be categorised as economic, social-cultufal and religions. These factors are not
mutually exclusive since they overlap to some exteﬁt. Culture can be defined as the
complex set of values, ideas, aﬁtitudes. énd other meaningful symbols created by
humans to shape behaviour and the artifacts of human behaviour all of which are
transmitted from one generation to the4ncxt.78 Again, and for the ?ruPOSCS of
marketing research, concentrating on these 'aspects constitufes the simplest and most
effective way of determining the characteristics of consumers. Wlth reference to

agricultural products, which represen{ the subject of the present study, a lack of storage
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facilities in rural areas, coupled very often with a cash-flow problem, means that rural
Consumers prefer to shop on a daily basis and usually buy in small quantities,
Accordingly, shopping becomes a social function and consumers, as regular customers,
very often receive special treatment in. terms of price and service advantages. Average
Per capita income is higher in urban areas where there is also a higher proportion of
workers who are paid on a monthly basis. Consumers in urban areas, therefore, tend to
buy in larger quantities and tend to make greater use of the facilities of larger stores.
The effect of this economic factor on consumer demand is explained in more detail in
chapter 7.

Shopping activities in Iraq are generally undertaken by women rather than men.
In other words, it is the women members of the Iraqi family structure who take the
Initiative with regard to shopping. This is in spite of the fact that the Iraqi soctal
structre is dominated by men, particularly among the older generation and the less
well-educated rural population. Marketing research, therefore, should take into
account whether or not the woman exerts most influence with regard to the purchasing
function. Also, the eldest member of a family or of a community tends to be the one who
speaks on behalf of everyone eles. But very often, this opinion may not be shared by
those he clatms to represent.

An example of a cultural effect which may reduce the market for a particular food is
the fact that nearly all Moroccans perceive fish as an unsuitable ingredient of infant
foods79 while in Iraq cultural practices and habits of long standing preclude the
Preparation of any fish dish with yougurt. Another example of cultural influences on
buying habits concerns the most popular type of product display, that is the one which
allows self selection of fruit and vegetables. Housewives believe that it is difficult to
assess the quality of pre-packed fruit and vegetables, belleving that over-ripe and soft
produce are deliberately hidden in pre-Packed containers. Generally, pre-packed
Produce are associated with soft goods énd poor quality, unsuitable for good house
keeping. This method is practiced by government outlets selling fruit and vegetables

and this has partly contributed to their failure in the market.
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Marketing research is often inaccurate because lit does not take into account the fact
that opinions can diﬂ’e.r within a social unit. The point the researcher would like to
make here is that the role of women is largely determined by religion beliefs, but any
weakening of the role of women is based on a miéunderstanding of what religion
teaches. For example, in this context, we are concerned with women's participation in
work, People prefer women not to work in certain areas, in particular when the nature .
of the job involves contact with men. People also avoid employing women on shift
work. But such objections are not based on Islamic teachings. In fact Islam, when it
was first introduced, encouraged women to 'work in every area of social life, so that one
would find women fighters, army nurses, and poets. However, at the present time there
is no ob_]ec'tlon ot owmen being involved in certain types of work such as education or

engineering but obj ectioné apply to women working as nurses.

8.2.43 Religious Influences:

Iraq s largely homogeneous in respect of religion, 90% of the population being
Muslims, and the remaining 10% mainly christians. Muslim theory defines all that a
man should believe and Islamic law prescribes all that he should do. It defines the role
of the individual, the patttern of life and the value appertaining to social conduct.
Observance of the six articles of faith and five principles of Islam is widespread. thus
Instilling a similarity of belief and expectations. Religion has therefore had a major
impact on attitudes towards economic matters and fatalistic beliefs have tended to
restrict attempts to bring about changes in Iragi society. Women may be restricted -
from going out alone without a veil, as this is against Islamic law. Every man has to
ensure that food and shelter are provided for his family and this tends to mean that
business operations are small and non-specialised, as the risks involved are then not
SO great. Similarly, consumption patterns are affected by religious requirements or
taboos, Muslims are not permitted to eat the flesh of pigs or to drink alcohol. In the

Southern region of Iraq, the extremists shiites do not eat canned beef because religious
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leaders-Mollahs-tell them that the animals are not slaughtered accerding to lslamle
requirements,

The religious leader plays an important role in organising people's lives, and he is
highly respected by them and is obeyed without question by them. Historically,
religlous leaders in Iraq have had a significant part to play in transrnittlng basic values
from one generation to another, especially in the remote rural areas in the Middle and
especially the Southern part of the country. Those leaders in a very real sense hold
their position within the éroup precisely because they so strongly embody the standards

and values of the group.80 However, there are indications that their effect has declined
since 1968, in terms of numbers attendlng the Mosque or observing the religlous
festivals. More women are going out to work, and llvlng in the clty centres where people
adopt more modern attitudes. This tendency is also related to the lncreasing level of
educatlon and trnprovements in the general quality of life. Asa result of these changes.
young Iraqis have begun to question the values of organlsed rellglon to a greater extent
than Previous generations. A marketing concept often considered for product
promotion in the developed world that also has attractive potential in developing
countries in relation to the promotion of new foods is the use of an "opinion leader". a
concept which differs in importance from culture to culture. 81

Muslims, during Ramadan, the "Holy Fasting" month consume more dates, and
lentils. Some Christlans do ot eat meat during forty days ol' Lent. Seventh Day
Adventists abstain from eatlng meat. Many Jews purchase Kosher foods on a regular
basis. 1t Is obvious from these few examples that certain subcultural bellefs and values
actually restrict the market for a nurnber of products. If a significant decline in the
Importance of religious mstltutlons were to take place, the net errect would probably be
that a more situational or personal set of values would be establlshed In other words,
Wwhat is regarded as good ata particular time would be valued or consldered approprlate
This modern view ernphasises a new type of lndivlduallty and a release from

prohlbitions The concern for pleasure Isa natural result of the trend towards greater

afﬂuence but until now this attitude has been constralned by the domlnance of the
religious ethic, 82
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In the researcher's discussions with executives in the food mdustry. he learued that
canned food sales in the VSouth‘ are lower than in other reglons The researcher relates
this lower sales volume to the religlous varlable As a consumer, the researcher
believes that such consumers in general belleve that 5uch Products are subject to the
same process as a]cohol undergoes and are prohibited for that reason. Apparently in
all cultures it is understood that there is a relationship between food and general
health. Each Culture also mtegrates the contract of beauty into a value system, usually
in a way that is uniquely its own. So information acqulred on these dimentions, may
in fact help to tesolve the planning problems caused by multiple and conflicting goals
of the public marketeer.83 | )

In recent years, marketeers and consumer researchers have been Increasingly
interested in the subject of working women especially married working women. 't’hey
have recognised that working wives are a large and grcwing market segment whos needs
differ from those of woruen who do not work outside the home. Although there are uo
up-to-date sources of information on this point, it is established that more than 35
percent of all Iraqi women are now‘eruployed outslde‘ the home. These married wofking
women have become an important separate ntarket segment. However, marketers in
the Iraqi food industry stm know relatively little about how the dual demands Qf jobﬂ
and family influence the behaviour of this group of co\nsumers. »

In general, life has become mcreasingly secularised. Thus the ayailability of
products that make housekeeping easier artd less tlme-consuming has become more
widespread. Thus working women may shop only once a week. and less money is spent
in supermarkets because these women eat at horne less frequently.s“" o

As“ts only to be expected, therefore, religion is a major factor affecting consumer
behaviour ang attltudes. and it also kcoxy'x‘stltutes a major obstacle impeding the
introduction of economic and social change. "I;his supports the third part of the
hypothesis we tntroduced in chapter 7 together with other factors, uaruely. mlgratiou

and the Hsing standard of living. This last factor, the economic one will be dealt with
later,
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Economic development in Iraq has brought with it social and cultural
developments. Economic development began after 1958 with the exploitation of
natural resdurces. butk it was really aftef 1968 that Irad began to change to a marked
degree. Rapldk moderm$ation brought with it increased contact with the West and with a
different set of values which encouraged i:he Aeniergence of new attitudes, particulaﬂy
with reference to women. From ti'ie researcher'é view point as a final consumer, the fact
that frequencly is a majof feature of shopping behaviour is not surprising. Most
consumers lack refregirétlon facilities in their homes, as only about 35% of Iraqt
households possess refrigerators, and very few have a car for shopping purposes. It
should be further noted that although the number of private cars increased from
183,455 in 1980 t0 419,340 in 1985, they are used for purposes other than shopping such
as travelling td and from work. Consequentiy consumer's food purchaseé are relatively
small, frequent and confined in most cases to the close vicinity of their homes by the
majority of the inhabitant. This shopping pattern is typical of other developing
countrlés. In Brazil, in Recife, fér ekample. shopping four times ‘a week In
neighbourhood stores Fis cusiomary and tn La Paz, Bolivia, 90% of consumers shop at
least once a day in food stores.85v L

At this point, it is appropriate to assess the social repercussions of an 1ncréase inr
living standards oh social structures, i.e., family and kinship, sbclal class, social
mobility. education, Work and le&éure. The imporved 'material and social conditions of
the family have meant that parents can afford to provide their children with better
environmental stimull in terms of housing, schooling, moral and {ntellectual guidarice
and supervision, Imfirdved ‘standak.rds of livihg have‘also resulted in the development of
more harmonious relétionships between man and wife. Statistical evidence shows
that in 1940, 82% of families were in the extended category whereas in 1980 this figure
had fallen to 40%. The dislntegmgién of extended families and the incidence of urban
migration are attributable to industrialisation, modernisation and a general
Improvement in the standard of living. ‘

Dlsmtegratlon of the extended fam‘ﬂy'm‘e‘ahs that more pebple. especially the young,

demand their own home, with increased access to consumer goods and so on. The new
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attitudes of the local famﬂy has resulted in greater cducational facilities and more
freedom for women, thus enhancing their status and increaslng their inﬂuence in
family matters. But we have to bear in mind that it is too much to expect a young wife
in the cultural setting of an extended family to be able to introduce changes in caﬁhg for
her immediate family, without the backing of an older women, who fnay wie}d gfeaf
influence on the type of food to be used in the family.86 This statement is not
incompatible with the cohcept of the disinteération of the extended family, in facat, ‘the ’
position of the older women-parents-is enhanced as the young deen become parenté

later, kThis statément should be considered seriously when pianning for the furture and
a firm's promotion efforts should therefore be directed towards older women aé the
extended family structure is characteristic of most developing countries, With reference
to advei'tismg. bearing in mind the role of women relating decisions about food. it is
necéssary to assess the relative advantage of advertising campaigns directed mainly at
wives or husbands. Advertising should be directed towards wives rather than
husbands, This would not affect the status of women in such cultures, as informations
is cfucial for the female rather than the male who is.ihowevei', likely make most
decisions, even when changeé the family diet are being introdixced. Also, as ties of
kinship weaken, there are fewer barriers against geographical and class mobtlity.87
Increased incomes have enabled working class and peasant families to send their
children to schools and colleges as a result of which some of these children ha;)é
managed to gain professional positions. Thus education speeds up process of class
mobility, weakening the existing class structure and playing an important role in bring

about the socialist transformation of Iraqi society.

8.2.5 The Use of Marketing Research

In the following discussion, a compansbn is drawn between the situation in the firms
visited and the situation in develbped economies like the UK. Ina surirey undertaken in

the UK in 1083, it was found that 62% of the surveyed companies carrled out the
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marketing research function, whereas in Iraq only 17% of the firms visited undertook
such research and it maybe as low as one in twenty.” The reasons for not carrying out
this function indicate how far developed and under-developed economies differ in
terms of their level of development. The working environment in which firms operate
in developing countries is far poorer than the environment which is characteristic of
developed nations. From table 18, lack of expertise, lack of competition, and product
characteristics constitute the most important barriers against conducting marketing
research in Iraq. The British companies that do not conduct or commission marketing
research reported that the main reason for not doing so was that already they knew
everything they needed to know about the market, generally through long personal
experience of the market. These companies in consequently rely on their own internal
sources as the main or only source of information, due to the cost involved in using
other types of research and these sources are considered to be sufficiently reliable to
enable the companies concerned to conduct their business effectively.

In Iraq, although most firms rely on their own internal records and on government
sources for their business information, differences in techniques they employ to
classify that information varies greatly with reference to these two sources. The
Information provided by government sources is not sufficient to indicate the probable
demand and market conditions, and further these sources are not accurate due to the
administrative and nternal problems méntioned before. These two main sources of the
problems assoctated with their business environment consequently affect firm's
performance in the market, so that they are unable to organise a smooth flow of
products to the market. In general, their general marketing system is unsatisfactory,
despite the availability of the raw material required for the food industy, and the
evidence that there is a positive casual relationship between business performance and
the level of marketing research.88 Due to lack of experience and appropriate expertise,

the internal information obtained has not been properly organised to constitute a
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reliable basis for decision making and consequently firms have failed in their
marketing planning even in the short run, whereas the major secondary sources used in
the UK, for example, 'employers associations, Government Statistics, trade directories,
trade press and universities, all provide what the firm needs due to the advanced
techniques employed to organise and present relevant information.

In the firms visited, there was little or no interest in obtaining the primary research
data, although the educated consumer is aware when firms which are involved in
marketing research and which makes some use of consumer surveys, qualitative
researach and experimentation There is general agreement in the UK that agencies are
capable Of providing the expertise and specific skills that maybe lacking in house In
particular, externally conducted research is considered to be more efficient and
eflective as a means of researaching overseas markets 89 In the firms visited the last
primary researach was conducted in 1978 using an unrepresentative sample of the
population in a particular region and only one piece of primary research into overseas
markets was undertaken in 1979 in the dates industry (for a public sector firm) and its
results were largely ignored. In general the advantages of using in house personnel or
benefiting from the eicperience of outside spectalists were not appreciated. |

Such backwardness in coping with the busines environment has affected the
performance of these firms. ’fheir balance sheets reyealed that most of the i‘irrns
visited incurred losses despite the support they received at official level. The researcher
believes that more ei‘l‘icient management practices will result in improved performance
and higher profits and this in turn will encourage wider use to be made of the other
techniques that are available In the firms visited in both sectors, only the "basic"
records were used there was no indication that other techniques were employed such
as correlation Cross tabulation and testing and regression In general, there appeared

to be little awareness of the techniques of cluster analysis. factor or scaling. all of

which are commonly used n marketing researach. In fact most of the executives in the
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firms visited are not conversant with these techniques and therefore they are not used.
The researcher believes that adopting various elements of the marketing concept such
as mafketing research even in an economy of scarcity may significantly improve the
performance of firms even when they tend to rely to a great extent on internal sources of

information. Moreover, the ﬂnaricial benefits that primary marketing research can

provide are even greatei‘.

Conclusion:

This sub-chapter has explained the means by which policies relating to product
development are implemented. It was pointgd out that complet¢1y new products are not
introduced but largely modifications of existing products; so-called new products in the
market in fact come under the heading of import substitutions. Therefore such
products, which are regarded as new by the firms concerned, are not new in the eyes of
the consumers. However, firms engaged in export activities represent the main source
of the introduction of genuinely new products in the local market in Iraq due to their
Increasing involvement in foreign trade. ,

For most private firms, the high cosf of introducing a new product is prohlbitive
and their limited financial resources prevent them from adopting the new technology
required for this purpose. This particular problem does not exist in the public sector
since the government can supply’the’ necessary finance, but other reasons apply in that
sector, including lack of information concerning consumer needs, market condltlons.
and the level of competition, all of which creates an atmosphere of uncertainty and
risk associated with introducing a new DTOd““Ct- The discussion also revealed that
management attitudes towards research and development constituted ‘the’ problem in
the area of product development. ;

Marketing research is not simply an end in itself but a means of solving specific

problems or anticipating future consumer needs. It provides opportunities for
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Increased cooperation between different parts of a ﬁrm and so can be used by
management as a tool to increase departmental integration. |

We have examined the status of marketing research as viewed byyvthe' management
of firms in both the private and public sectors in order to assess its importance in the
Iraqi food industry. The discussion emphasiéed the importance of markétlng research
in relation to economic development, why it was nevertheless not regarded as
important by many Iraqi firms and the reasons for that attitude. Firms benefit from
market research by maximising profits in the long run as a result of information
gathering_ We have argued in chapter 4 that the marketing role in the develdping
€conomies can have a positive effect, and thaf it should not be ignored. Indeed. the use
of marketing research as a marketing tool can also affect the process of ecohqmic
development, though its main concerns are to achieve sﬁccess in commercial business,
maximise profits, utilise available resources in the most efficient mann'er Vand
maximise consumer satisfaction.

Through scientific research, the demand for domestic products cany be accurately
assessed. This is even more important with regard to exports which Ii-aq rriust expan'd.
In order to gain badly needed foreign exchange. Marketing research helps to reduce
waste of scarce resourcés.ﬁ a scarcity which is common in developing cbuntries‘. by
matching production level with market requiremenfs. since ecohomlc planners can
then assess the actual level of demand with a certain degree of éccuracy. Also the
economic planner can by determining the required demand and éstirnaﬁng falriy
accurately the level of imports required where shortages exist, tﬁéreby enhance the
process of economic growth by saving a considerable émOunt of foreign chn;ency by
avolding unnecessary imports and a saving which can be diverted to the development
of other sectors of the economy; Markéting research is éapable of ensuring that labduf
and captial are employed effectively to ﬁroduce the best results. It can also ensure théf |

a greater variety of acceptable products is made available to consumers.
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Marketing research also contributes to providinga better marketing ’system. by
improving the en'iciency of distribution channels This is achieved by estirnating
demand in each market for every product so that for each one, a glut in one place and a
shortage in another can be prevented

Although we did not discuss all the possible research activities that can be readily
found in the relevant literature, attention was directed to the primitive methods
employed by those firms which claimed that they undertook marketing research
actlvities. Their primitive tools used for carrying out research, their dependence on
unskilled stafl even dravvn from other deoartments, and the length of time taken to
complete the researach are all indications that such research is not carried out in a
Drofessional manner, so that it is not likely to produce an adequate supply of usei'ul
inrormation from a particular case study.

Although, there is a governrnent department which is capable of undertaking
marketing research, its staff needs practical experience, Changing management
attitudes is not in itself enough to enable marketing research to be carried out
effciently, as few firms have attempted to exploit even the skills and expertise which an
outside research agency can provide. Any market research which is undertaken tends
to be both inadequate and inaccurate. It very often does not include surveys of rural
expenditure and yet the rural community constitutes one third of Irags' total
population. By and large, the fact that little attention has been paid to the role of
marketing research by firms in the Iraqt food market industry, may be attributed to a
number of reasons, but in particular, to the unfavourable attitude of management who
concentrate mainly on production, the low level of competition. and thel failure to
Identify consumer needs and wants in order to maximise consumer satisfaction.

Economic development in Iraq is bringing with it a slow change in social attitudes.
The role of women is particularly relevent in this context since they are tending to

become more involved in family dectsion making. Researchers should pay more
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attention to this new trend. If firms wish to influence buying behaviour, they must
begin by understanding all the soclo-economic and cultural factors which affect buying
attitudes, and which are constantly changing. Accordingly, they must undertake
marketing resea;‘ch. |

Culture's basié function is to satisfy the needs of the people, and it adapts to the
environment in which it operat;s. Ixjaq's values have undergone some significant
changes and the effect on conSurher ‘ behaviour has been substantial. Changes in three
elements of the social structure, narhely family income, religion and education
especially for those who migrafé to urban areas, have initiated these value changes.
People of all generations like td think of themselves as being free from any social
constraints and impact of such changes on soclety should be considered by the

marketer and the central economic planners when they are analysing consumer

behaviour and determining future strategy.
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8.3 The Econimics of Advertising:

Introduction:

Advertising is the means by which manufacturers reach consumers. It is a channel of
ctommunciation through which they seek to persuade consumer's to buy their products.
This function makes a vital contribution towards the introduction of mass production
methods which reduce costs for the final consumers. For the purpose of our discussion,
the researcher will not distinguish between advertising and sales promotion.
Frequently these two terms are confused and appear to overlap. Sales promotion is
sometimes used in a broad sense to refer to advertising, promotion and personal
selling, and sometimes used in a narrow sense to refer to other selling activites that
supplement advertising and personal selling such as exhibitions, displays,
demonstrations, glving samples, price incentrives and other non-current selling
activities. It is sometimes dificult to distinguish between the two functions because
firms classify their business activities in different ways.90

Significant benefits can be obtained by the management of all firms in both the
private and public sector through careful analysis of the appropriate factors and this
study may constitute the first step in a series of researches into the role of advertising
inIraq in the food Industry and also pdint to its importance in other sectors.

As we indicated in previous chapters, most of the people in Iraq and in other
developing countries live outside the urban areas and it may prove difficult to reach
this large proportion of the population, through advertising, the usefulness of which
may therefore be limited. Since most of the population have achieved only a basic level
of education or are even {lliterate, the use of written language in advertising is quite
restricted throughout the national economy. Consequently, to be effective, advertising
may have to be presented by more appropriate methods such as using symbols.®1 The
local markets in most countries of the world have become to a certain extent national

markets which in turn have been absorbed as part of international markets. To reach
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the mass of the people, it is necesary to use the most economic method in terms of time
and financial expenditure. In this context, advertising is the most appropriate tool.92

The increasing intervention of government in Iraq over various aspects of the
€conomy results in exercising control over production capacity. Further, attitudes
towards advertising are of a negatitve nautre because marketing is still considereed in
most developing countries to be a relatively unimportant element of the economic -
System, so that the consumer is provided with few services, and freedom of choice does
not exist in the market. In an economy characterised by scaxzcity which is typical of
developing countries, the amount of commercial advertising required is reduced as
demand exceeds supply. Such is the situation in Iraq so that large scale advertising is
considered to be unnecessary. Consequently, when there are shortages of products in
the market and management cannot satisfy demand, any attempt to increase or
stimulate demand would be Impractical and pointless.

The term adve;rtising has been defined in many ways but in the context of our study
the mdst suitable definition of advertising is any paid form of non personal
Presentation and promotion of ideas, good or services by an identified sponsor.93

This definition includes all aspects relating to the product such as pricing,
distribution, buying behavior, and consumer awareness. To obtain an accuarate
Picture of the situation in Iraq, and to detemﬁine the attitude of businessmen in the food
Industry, a questionnalre wasv administered to executives to investigate this aspect of
marketing in both the private and public sectors, which produced useful information
relating to the element of the marketing mix. Details concerning advertising objectives
and practices, tota] investment in advertising, and the extent to which it 1s considered
to be necessary were derived from their responses and from the Annual Reports {ssued
each year, 'I‘hé preliminary conclusion, as we shall see later, is that little attention is
Paid to advertising which 1s regarded as being of minor importance even at official level

in the fooq Industry, espectally by those firms dealing only with local markets. The
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main explantion of this phenomenon is that the Iragl economy like that of most
developing countries is of one characterised by scarcity.

The researcher again emphasises that he is dealing with advertising and sales
promotion jointly as a method of communication, ignoring any distinction between
the two functions, especially since most executives indicated that both advertising and
sales promotion play a minor role in their marketing m’anagement.: Accordingly,
dealing with advertising and sales promotion together is in keeping with this
management view point. |

This subchapter will discuss from an economic standpoint, the type and volume of
advertising employed in the food industry in Iraq. This is dealt with by examining how
far firms are employing this marketing mix element in their marketing programmes.
Also, the vériOus problems that aﬂse which éccount for the backward approach to
advertising are explained, suggestions will be submitted as to how this element of the
marketing mix can be made more effective in the market place if firms's attitudes
change and marketing management accepts marketxng as a concept and directs its
policy towards meeting the needs of potential consumers. |

This chapter will deal with the following topics: 1 Advertising techniques in Iraq,
2 Attitudes towards advertising, 3 Advertising objectives, 4 Advertising budget, 5
Major Problems relating to advertising are presented by goverhmental control of the

media, lack of managerial expertise, and inadequate information about the market

situation, and g The economics of advertising.

8.3.1 Advertising Techniques In Iraq:

The aim of advertising in to alter the behaviour and preferencess of potential

consumers.  More specifically, it is a device to change their attitude so that a more

favourable Tesponse towards the firm's product is elicited.94
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Until 1972, there were eight advertising agencies, including one controlled by the
government, mainly there are, television, magazines, newspapers, peroidic
DUblications. and other advertising media. In 1972 the IraqihGovernment abolished the
private sector agencies which represented another step in the government's
intewex;tion in business affaris, and by law all public firms were required to carry out
their advertising through the state-owned agr;ecy.95 According to this law, a
government agency has a monopoly of all advertising in Iraq, and it is authorised to
provide appropriate services in this area. But this seems to have made the situation
worse instead of Improving it as research facilities are in general no longer available.

The chart of this state agency's organisation is shown in figure 4,

Figure 4: The Nat'ionalv Agency For Advertising And Publishing

The General Manager

!

Distribution Advertising Financial Publishing
Department Department Department Department
B T [
Governmental \ Technical Administration
Advertislng i Divison Division

Division

me this chart one can see that the internal and external divisions are presented
by a group of officials responslblé for advertising local products on the behalf of foreign
clients and foreign exporters who ra’dvertise in the Iraqi local market. Similarly, the
1I1tema1 diViSiQn acts only on behalf of clients the lc;cal inarket. Both divisions have
acceslsvtfo the facilities or sewiceé of both the technical section and the financial
department, ?hls indicates the knﬁortance of the state agency which offers planning

and Creative advice and acts as an intermediary between the client and the available
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media, and as such, prepares the copy and chooses the appropriate media for its clients.
Its activities are concentrated on providing services required by the clients, but no
marketing activities are provided. The above chart seenis to show that no rnarketing'
research department exists in the organisational hiérarchy of this state depértment.
This is probably because it is not a profit making 6rganisatidn. 'But this seems to have
made the situation worse, instead of improving it, as on the whole, research factlities
are not available, whereas in China, another example of a planned economy. an
"Advertising Art Assoctation” has been formed to improve the quality of advertising.
False and exaggerated advertisement claims are not permitted. This recognition of the
role of advertising opens a way for marketing to play a much more influential role in

the distribution of food and agricultural products, especially processed foods.96

8.3.2 Advertising Media:

The Iraqi market is not homogenous but from the marketing point of view, mahy
common elements can be recognised. The Iragl consumer is usually not sophisticated
so the advertiser's approach muét be simple and direct. The advertiser must begin in his
campaign by deciding what his main aim is, that is, whether it is to introduce the
Product, to increase demand or to try and prevent a sltjmp in sales and so 6n. For this
he needs to be aware of the pattern of cultural life pursued to the type of person to whom
heis appealing,

| Many different media are available in Iraq which suggests that it should be possible
to select the most approbriate media, to meet the requlreménts of the Iraqi economy.
However, information relating to the degree of influence possessed by each medtum is
not av?anble and this presents an obstacle impeding a study of advertising in Iraq.
Nevertheless it 1s generally accepted that in order of importance, the most influencial

media in Iraq are Television, the Cinema, Newspapers and Magazines and finally out

door neon signs and public transport advertisements.
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A - Television:

The systems avatlable in Iraq are Pal and Secam (namely French Systems) and there
are two sméle channels, and four stations allocated in four governorates, one in the
North, one in the Middle, and two In the South to provide reception for the whole
country. The main station is in the Capital Baghdad, where the programmes for al
stations originate, under the general supervision of the Ministry of Information.
Educational programmes prepared in the station are also transmitted. The researchet'
estimates that about 800,000 of the Iraqi population own television sets. This is partly
becausg: of increased purchasing power by Iraqs aftgr 1974' and partly becau;e of th,e
absence of restrictions on Tv ownership such as the obligation to pay for licences.
There are no reliable data about television audience numbersv which constitutes an
element of risk for potential advertisers. This creates a marketing problem not only in
Iraq, but also in most developing countries where there is a scarcity of reliable data for
marketing purposes.

The researcher believes that television is the most conventent and efféctive method
of advertising in Iraq. This opinion is based not on consideration of the quality of the
Programmes but on the fact that average viewing hours are higher in Iraq than in
developed countries since there are fewer outdoor entertainment facilities, working
hours are different from those In developed countries and the hot weather experienced
during the long summer season encourages citizens to stay at home. Moreovgi‘.
television s preferred to other media such as the cinema by religious families,
¢Spectally in the holy cities.

For the abgve reasons; the authorities should promote the use of television as an
advertising tool. At present, the time during which it is used for this pﬁrpbse is limited.

Accordingly more time should be allocated to advertising incorporated into daily
Programmes, ’ o v
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Although radio broadcasting operates from 6 am to 2 am the nextday, this medium
has not been used‘ In Iraq for advertising which is subject to government control. The
authorities prefer radio not to be used for commercial advertising, but only for official
purposes. Radlio, therefore, is not used effectively for advertising as it is in other
countries, and for that reason was not included in our classification of advertising
media. With an appropriate level of technical and professional performance, the
researcher believes that radio could have a considerable effect as an advertising
medium since it reaches everyone irrespective of level of education. There is no
distribution problem such as affects newspapers and magazines and attracting the
People’s attention presents no difficulty. Moreover, using radio in this way would
contribute to the development in the economy and financial rewards would be made

avallable to local stations from local and foreign firms which purchased advertising
time.

B - Cinema: ’ -

There are seventy two cinemas in Iraq, located in the captial and the various
provinces throughout Iraq. First class cinemas are located only in the capital and in a
few main Provinces. In the researcher's opinion, these cinemas are second in
importance as an advertising tool, after Tv for the following reasons. Cinemas are
almost all located in the urban areas énd are 'regarded as the main source of
entertainment after Tv, even by people who live in the outlying areas. When the latter
visit thetr relatives in the citles as part of the hospitality they offer, or visit the city
Centres for shopping or 'condﬁctmg business, they go to the cu;xema. The éost 6:‘
admission is very cheap, an adult paying only 50 pence while children are admitted
free. They go there whenever they have time, for example at holiday time, or religious
festivals, Occastonally, the Ministry of Information prd\fides a mobile cinema service
for remote areas, which can have some influence in the market place. Such a policy, if

txtended, coulq clearly help to implement the government's Intention to reduce
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{lliteracy. Also the deciston to provide free cinema facilities in public gardens and
other places would allow advertising to be used for the benefit of producers and the

revenue involved would permit such services to be increased, thereby helping
consumers.

'C - Newspapers

NeWSPapers constitute another advertising rnedium in Iraq. and their importance 1n
the daily life of the Iraqi people enhances their significance as an advertising tool.
Datily newspapers are published in the captial in Arabic, plus two in English. The main
Newspaper is "Althawra" which has a circulation of over 75,000. The total circulation
of all newspaper is about 200.000 copies. Because the usual emphasis in these papers is
N news and they are not commercially minded. the cost of the advertising in them is
quite cheap. This may be related to the control exercised by the government over
newspapers so that attention is focused mainly on political issues rather than on
commercial matters. In general, very little space is devoted to commercial advertising.
For these reasons and the fact that in most provinces, the level of literacy is low,
newspaper circulation is adversely affected and as a result, the amount of newspaper
advertising is severely restricted. The researcher believes that an individuals’ political
views will affect the tmpact of newspaper advertisement. For example, an individual
who holds a particular political view will buy the paper which represent the party he
Supports, thus advertisements in other papers will not be seen. This may force
Producers to choose the most popular newspapers. If they advertise in most newspapers
then advemsing costs will escalate as advertising rates are more or less standard for all
newspapers, . Moreover, reliable quantitative and qualitative information regarding :
MeWspaper readership 1s not readily available for the purpose of appraisal by

Prospective advertisers. Also, the distribution channel s long, slow and costly.
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D - Magailnes: ; ,

This medium is preferred by most people irrespective of their education level or their
political views. Magazines are published by various societies and professional’
organisations and some magazines are produced especially for women. Accordingly,
the effect of magazines on Iraqi society is greater than that of newspapers. But as
magazines are published on a weekly basis, their effect is less than achieved by Tv for

example. On the other hand, colourful advertising may have a marked effect even on

llliterate people. Moreover, an individual may buy a magazine closely related to his

type of work so that he feels he must buy it.

E - Neon Signs Posters, And Mobile Transport:

Out door posters and neon signs are used by both Iraqi and foreign firms. They are more
effective than newspapers as a means of attracting peopel‘s attention. Above all, firms
are encouraged to use these tools by the "National Agency For Advertising And
Publishing”, which offers the services required. These methods represent about 25% of
all advertising, They are preferred by firms because they are cheaper, and they can be
used any where, at any time. In addition, the large number of people who travel between
various parts of Iraq, can have their attention attracted by such signs at various points
during theil'JOurney Moreover, neon signs do not require highly specialsied facilities
or sophisticated maintenance techniques.

Advertising on buses and trains, as for radio. is also underutilised, although in
European countries the advantages of such advertising is fully recognised This neglect '
may be due to the fact that people's standard of living is not considered to be high
€nough to warrant the implernentation of these methods. However, the researcher
b)elieves that the buses timetables are so unreliable that people would have to read wthe 7
advertisementg while they wait for buses. The same is also true of a developed |
econornies hence development of bus shelters with advertisement built in,

Duxing the researcher's discussion with the executives of the firms visited, they were

asked to indicate In order of preference the media used by them for advertising. The
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answers given are recorded in table 21 vx;hich shows that all the media mentioned above
are employed. A high proportion of rims used magazines for advertising purposes.
Twenty firms drawn from both sectors, ie 67%, advertise and all of them do so using
magazines. Ten firms, 33%, used Tv, nine firms, 30%, used newspapers, fifteen firms,

'50%, used the cinema, and ten firms, 33%, used posters and neon signs.

Table 21
Media Used In Advertising

Advertising Medta |Number of % Frmsstatus  Span of Activity

Fyms Public Private | Export | Non Export
Magazine : 20 67 10 10 13 -7
T.V 10 33 8 2 8 2
Newspaper 9 30 5 4 8 1
Cinema 15 50 10 5 12 3
Outdoor Advertising 7 23 5 2 6 1
Mobile Advertising 3 | 10 2 1 2 1

Columns In The Above Table Do Not Total 30 Because of Multiple Answer.

The above results revealed that the food industry preferred to advertise mostly in
magazmevs; the cinema and Tv in that order, and the preference for those three media as
opposed tg other advertising media is quite marked. Also, the above figures reveal that
firms engagéd In export activities use advertising to a greater extent than others which
clearly indictes the attitude of management towards advertising. It may be reasonable
to °6n§1ude these firms are more aware of the value of advertising, because of their
foreign market activities. Again, although the twenty that used the same medium,
namely magazmes were dfawn from both sectors, the high percentage represented by
those involved in expoft activities may be taken as indicating that the latter are more
marketing 6riented and conseqi.xehtly more aggressive in their marketing. The above
fable also shows clearly that magazines are the most popular medium used by firms
°gaged in advertising. The researcher believes that there are many reasons for this.

Firs ' ‘
L. as we mentioned earlier, magazines are published on a weekly basis and
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advertising in them is cheaper due to the strong competition. Since not all magazines
are owned or Supervised directly by the authorities, they represent a source o‘f revenue
for their publishersi In addition, magazines are printed in colour and are therefore
more attractive than newspapers. Secondly, they are easier to use than other media
such as Tv, and newspapers for the:various reasons mentioned earlier. For example,
advertising on Tv does not achieve its full potential due to government restrictions and
Radio is prohibited from presenting commercial advertising and these factors operate
in favour of magazines. Thirdiy. with reference to the cost of advertising this proves
expensive for firms engaged only in local activities, particularly in the private sector,
S0 not surprisingly, exporting firms use television much more widely for commercial
adVCI'USing. a practice which improves their image in the eyes of the public and makes
their marketing approach more aggressive.

The share of the cinema comes second being used by 50% of the firms in the
industry, ’Cinemas in Iraq are 98% privately owned, only three being owned by the
government, However both groups undertake advertising on behalf of firms including
private businesses. This figures also supports the researcher's above mentioned belief
that the cinema as a medium can have more effect on the public than television because
the latter is used less for advertising than the cinema. This opinion is based on the fact
that very few cinemas are owned or rn'"anaged by the govemment so there are no
government restricutions and cinemas are used by a vast majority of the peopel for:
their entertainment

Nine firms, 30% of the thirty surveyed used newspapers as an advertising tool. The
concentration at offictal level on the use of such media for political rather than
commercial matters explains why this media is not used much by business firms. Also
In the face of such restrictions, advertising in newspapers is very costly and 1s mostly
undertaken by fixrns with high production capacity and those who are engaged in export
activities. So firmsg generally regard the newspaper as the least important of the

available advertising media. There is little difference between the use of newspapers
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and outdoor media by firms, since seven firms, 23% of the thlrty surveyed used the
latter. The only comment that remains to be added by the researcher is that the choice
of either of these two medla depends upon management attitudes and the results they
expect from the medium, also taklng into account other elements such as the nature of

the product, various costs factors. etc.

’I'he above discussion reveals the choice of a particular medium depends upon many
factors, after consideration of which a preferred medlum is selected and the survey

shows that magazines are most often chosen by the ﬁrms under mvestigatlon
Government efforts to reduce the level of illiteracy may encourage greater use of other |
- printed media, and it is also possible that the radio will be used for commercial
purposes. What is needed therefore is a change in official attitudes and the removal of
the restrictions Imposed on the use of radio stations for commercial advertising. The
researcher bellves that there would be an indirect beneflt in that the public would pay ;
more attention to the radio which would also be of advantage to the government.
Unfortunately because of the need for technical facilities and changes in officlal
attitudes, this is not likely to happen at the present time and such changes require time
before they can be introduced. Above all the best way to improve the situation is to
undertake research into advertising, recognise its economic importance, and thereafter
select the media that will provide the greatest measure of success in the long run,
Instead of regarding advertising as a form of bubliclty carrled out on an arbitrary basis,
with no attentlon 'belng patd to ﬁndtng the best way to attract consumer's attentton.97
In general , the above dlscusslon reveals that there is a direct relationshlp between
the extent to which advertlslng thrOugh the available media is undertaken and the

importance attached to advertistng It can also be concluded that this relatlonship is

strongest where firms are engaged in export activities.
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833 - Advertising‘ In Iraq: Attitude And Objectives:
8.3.3.1 Attitude To Advertising: 7 7
There are various methods of selling. Advertising is one method and the demand it
creates means that it is an important part of the marketing function Basic rnarketing
concepts have a universal application in all types of situations. A readiness to change
to move with the times and to adjust attitudes. must coincide the application of these
concepts. After market research has been conducted the advertising campaign must be
modified in terms of the research i‘indings The modern approach to management isto
merge advertising with other departments in order to reduce business costs for the
benefit of the consumer.98 In this sense, advertising is a means towards an end and not
an end In itself. ’rhe acceptance of the need for this approach reflects the attitude of
management towards accepting and applying this concept in practice Advertising was
found to be generally neglected in the fimrs visited. In particular. it plays a role of
minor in‘iportance in the Iraqi food industry

Comrnunication in Iraq is severely limited. Local advertising is restricted by the
fact that it 1s diillcult to reach a large percentage of the population because they live in
remote areas, This is a problem commonly encountered in to developing countries.
Ful’lhermore the high level of illiteracy in these countries means that the impact of the
written word in advertising is weak, It is therei'ore more eil'ective to use trademarks as
a means of advertising products in retatl centres 99 The use of such trademarks has
become an important method of reaching a large section of the population

The oDl)ortunity to choose between several available alternatives in the market
place means that there is a a high rate of failure for newly introduced products.1%0 Where
management is not aware of consumer prei’erences. any programme introduced which
attempts to prevent losses of sales wiil have little effect. dvertising should be

regarded as part of an eil’ective policy of communication and as a means of prornoting
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sales not #s a waste of a firm's resources. Again, lack of competition is a factor
inhibiting the development of advertising. In many cases, there appears to be little
Incentive to improve sales as there are no marginal markets over which control is
sought. Competition forces firms to improve communications with customers, in the
hope of persuading them that their product is better than the one they may be usihg and
~ even the best one on the market. Increasing government investment in marketing
Infrastructure results in a weakening of market competition because of Iraq's planned
économy, where the means of production and distribution are deterrriined by
government policy, bureaucratic influence against advertising is strong. Officials ferid

to regard the advertising function as unnecessary and irrelevent to Iraq's needs.

The attitude of management towards advertislng and the‘extent of its use is regarded
In this sutdy as an important criterion relating to this function in this study. It may be
urged that buﬁsinessmen who have a positive approach to advertising should support
this element of the marketing mix in speciﬂé ways.101 In practice, this did not happen
In the firms the researcher visited. Managers or businessmen gengrally either have
positive atttitﬁdes towards advertising though ‘they are also subject to certain
constraints bin using it, or they may fail to recogniée its merits ahd express negative
attitudes towards it 102

VIn the firms surveyed, i’espondents were asked to evaluate the role advertising
played in terms of the succeés of their products. Eighteen of the twenty respondents
whose firms édvertise their products believe that advertising has an important
contribution to make to thetr product's success and the volume of sales, while only two
claimed that advertising is of little or no importance. These two are firms in the
Private sector ang they are not engaged in export activities. From the discussionsi held,

the researcher came to the conclusicz: that most executives believed advertising is

¢ssential as part of the marketing mix even when the firm's special environment

creates a negative attitude towards this function. The figures obtained indicate that
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firms which undertake export activities attach greater importance to advertising than
firms which do not. This is partly because foreign markets need extra effort and more
advanced techniques are required which are more complex than those required in the

local market. This explains why advertising is essenttal for any exporter who wishes to
compete efficiently.

To determine how far firms undertook advertising, executives were asked whether
or not they used advertising as a promotional tool in their business, Table 22 details
the results. The answers provided were different from what one might have expected
taking into account the points referred to above. Although twenty of the thirty firms

undertake advertising, their attempts in this area and even their attitufie towards this

Table 22.

Extent of Advertising Usage By Status of Firms.

| F¥ms Status Span of Activity
Activity Nug}wber . % Pl Private | Export | Non Export
13
Firms Performed 20 67 12 8 7
Advertising
‘ P ' 4
Firms Not Performed 10 33 8 2 6
Advertising
7
Total 0 \ 100 20 | 10 | 13 1

element of the marketing mix are quite limited and are in direct contrast with their
réSponses to the previous question. The following findings indicate that advertising
Plays only a secondary role as a marketing tool and as an element in the promotional
mix of the firms visited. The percentage of firms in the public sector which actually
does advertise Is not as high as those firms in the private sector although advertising is
Important element of their marketing mix.- The facts relating to exporting firms which
regarded advertising as llmportant are not reflected in their behaviour, Only seven out

of thirteen of the latter firms promoted their products through advertising, compared

609



with thirteen out of seventeen firms in the non exporting group. The researcher
believes that neglect of advertising was due to fluctuations in the level of agriucultural
output which tend to cause officials not to advertise. .Examining advertising budgets
supports this view as these budgets change from year to year, the downward trend
l‘eﬂecting the poor attitude towards advertising adopted by firms in the public sector.
As the Public firms are larger than private firms, one might expect their attitudes
and behaviour to be more constant than those that characterise private firms. The
research finding on this matter. however, is "nexpected since private firms have to
Some extent rated advertising as more tmportant than firms in the public sector, ii:ight
of the ten private ﬁn'ns in the sample advertised c\ompared with twelve of the thirteen
public sector firms. Further explanation relating to this point will be provided in our
discussion of the advertising budget. but at present, the above discussion sh{ows\that
attitudes towards advertising are not necessarily reflected in advertising behaviour.
arid that such a relationship as does exist between the two indicates that little attention
is Daid to advertising, ’rnat this situation exists in the ﬁrms visited may be explained
by a number of reasons. The most important are: 1. In an economy characterised by
Scarcity, demand exceeds supply so that the market is a seller's market rather than a
buyer's market. Even when supply exceeds demand, a manager may be unable to
convince the executives in charge of the need for advertising This tendency to neglect
advertising may be deep-rooted in that marketing is regarded as a secondary problem.
top management being production-oriented rather than marketing- oriented 2.
Management's attitudes towards advertising is that it is a means of providing publicity ;
rather than a tool to be used to obtain commercial benefit; in other words, advertising
Is regarded as informative rather than as part of an aggressive sales policy. 3. “ Another
attitude which wag adopted even at seriior official level is that advertising represents én
unnecessary expense and therei‘ore this type of overhead should be avoided. This
attitude may also be caused by the factor that, 4. When they do use advertising,

managers often spend too much on this function, and because of their inexperience
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they do not use the appropriate techniques required to achieve success. As a result, a
proper understanding of advertising and the marketing function in general is never

achieved. . Before concluding this sector, sales promotion will be nig‘ntion'ed here
briefly.

8.3.3.2 * Sales Promotion:

Sales promotion covers a wide range of communication techniques: brochures,
leaflets, demonstrations and gifts are among the ones more commonly used by ﬂrrris.
Sales promotion involves marketing activities - other than advertising, publicity. or
personal selling that stimulate consumer purchases and dealer effectiveness. 103
These include shows, demonstrations, and various none recurrent selling efforts,
which are not part of the normal promotion routine,104

Although, as we mentioned at the beginning, our concern is not to differentiate
advertising and sales promotion. We shall discuss the latter in so far as it is relevent to
our discussion, namely as a communicatizn tool, which like advertising is directed at
consumers.  With reference to our discussion of advertising, it is useful to assess the
value of sales promotion in terms of the extent to which it is relied upon by
management in the food industry. The survey findings reveal that a large proportion of
the firms visited uge this tool as part of their promotional mix. More precisely, as we
sometimes found in our discussion of the economics of marketing research, some firms
rely on sales Prometion only, using samples, for example, as a form of advertising
which represents one type of sales promotion. The survey revealed that twenty-five of
the thirty firms useq sales promotion, and as mentioned earlier, twenty of the firms
used both advertising and sales promotion at particular times. In table 23, we present
the findings starting with the elements that ranked at the bottom of the frequency
scale,

Only three of the thirty firms do not éngage in this type of sales promotion. They

are in the Private sector, and they do not use this tool simply because they do not realise

Ts
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Types of Sales Promotion Used By Status of Firms

Types of Sales Promotion

Table 23

Number Ftms Status Span of Activity
of Firms Public | Private | Export | Non Export
Free Samples 11 5 6 3 8
Posters 12 10 2 10 2
Calendar 10 7 3 <) 1
Display 20 10 10 12 8
Leaflet ) 2 - ’ 1 1
No promotion Used. _ 3 - 3 |- 3

Columns In The Above Table Do Not Total 20 Because of Multiple Answers.”

its usefulness. Leaflets constitute the least impyortant method, coming iast in order of ’
preference. Only two flrt'ns in the public sector, one of which involved in export
activities, used leaflets. But leaflets of their very nature, tend to be local rather than
international. Only one firm engaged in export activities using this method to'a slight
extent and speclﬂoally fof the purpose of nrovidlng information.

Displays and participation 1n local fairs are the methods most often employed ‘and
these are regarded as important tools in the context of the sales promotion. All twenty
firms which carried out advertising used these methods. But only firms involved b; in
¢xport activities participated at both local and international levels. The government
encourages all local drms, irrespective to the lndustry in which they operate to
Participate in either local or international fairs. This encouragement is provided
because it 1s believed that such participation will demonstrate the level of Iraqs
economic development, and enhance its image mternatlonally It may also encourage
€xport activities ag Iraq is regarded as one of the leading countries in the Mlddle East
for the export of certain products such as dates, vegetables oil, cement and during the
last ten years grains and cotton. Accorindgly. paﬂlCianOn in exhibitions and fairs is
4 common practice, achieving the highest degree of frequency of all the sales

Promotion methods, So most firms in the sample selected for this study, particularly



in the public sector, take part in local or foreign fairs. The twenty firms engaged in
advertising activities all regarded participation in fairs to be of great importance.
These firms have taken ’part in fairs held in the Arab countries and elsewhere
throughout the world. The researcher found that private flrms are reluctant to
participate in foreign fairs because of the expense involved and because kthey
concerxtrate on servmg the local market and do not expect that they will produce for
foreign markets. The participation of firms in fairs support the belief that trade fairs
are becoming of great importance to developing countries as well as developed
countries, At the present time both types of countries are making great efforts to
Participate in such international exhibitions in order to enhance their image and
¢ncourage trading between participating countries.

Ten firms use calendars for sales promotion purposes, treating them as a method of
advertising. The researcher believes that the effect of this method is to supply
information rather tharr to encourage increased sales volume. This is particularly true
of the private sector where three of the ten firms used this method. and 'only one of
them Was not engaged in expcrt activities. Nine firms in the public sector used this
method but the researcher found in his disctxsstons that the calendars were given only
to employers or people of high status. In this context, this form of sales promotion is
Ineffective. With refersaze to posters, when twelve firms, mostly from the public sector,
used this method of promotion. These posters, moreover, are usually distributed on
Private sector, used this method of prdmotlon. These posters, moreover, are usually
distributed on private occasions such as local fairs. Free samyples‘ are used to a very
limited extent 1n this type of promotion, mainly by firms dealing in dairy produce,
dates or sugar. Eleven out of twenty provided consumers with free samples. As

mentioned earlier, samples are gh}en basically as a presentrather than as a means of
Increasing saeg {’olume. |
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8.3.4 The Advertising Objectives

Defining advertising objectives is not easy, and it presents many probiems. However.

defining Obje‘ctives 1s crucial as a means of formulating advertising strategy which is
also a difficult task. The objectives must be capable of being achieved within the terms

of the following definition of advertising. Advertising is the ‘non-personal

communication of information usually paid for and usuallv persuasive in nature about

a products, services, or ideas by identified sponsors through the various media. 105 1t s

Important when formulating an advertising strategy, to set certain objectives. The aim

should be to distinguish clearly and deal effectively with any problems that might exist.

The results can, of course, sometimes be misleading106 since they may have been
brought about by variables which have not been taken into corisideration.

| Top ménagement is respohsible for achieving profit-maximisation which requires

in particular, the establishment of a system of controls and incentives which ensure

internal and external conformity within the complex organisational structure.

Advertising can be one ot‘ the means by which such objectives are achieved 107 The
nature of demand for the product rnust also be taken into consideration when an

advertising strategy s 7szmulated. This element operates in the same way as the

influence of Competitior, 10 We should keep in mind that advertising is one element in
the marketing mix, and its contribution to the achievement of company objectives'
must be considered together with other elements such as marketing research.
Management Mmust therefore formulate a coordinated plan in order to achieve the firm's
general objectives | : ‘

In deVelOping countries however, the aim of advertising is not purely to find new
markets or to increase profit margins. The aims are to build primary demand to
Inform consumers about the product’s availability. to reach new segments of the

Population, to develop overseas markets and to increase market share through import-

Substitution, This involves questions such as: How much sh0u1d be spent on
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advertising? Which media should be used? In what form and with what content should
it be presented and to whom?109  There are also certain organisational requirements
involved in achieving these objectives. It requires full coordination between
departments, control over, and responsibility for actions undertaken. The advertiser
must have a logical marketing plan. Only then can he improve quality and service,
lower prices and promote competition and, in so doing, refute the proposition that
advertising is costly and wasteful. 110 ' Advertising strategy should be based on logical
considerations, not on an arbitrary basis, as the strategy selected affects the future
success or fallure of a particular firm. |

Generally two factors affect the implementation of the strategy selected. These two
factors should be assessed carefully to allow a firm to produce the output required. The
first is the level of competition in the market, and the second is the existing demand in
the market.111. In the food industry in Iraq, the demand for a product influences the
formulation of an advertising strategy to achieve particular objectives. -But in a
developing country like Iraq, the strength of such an influence depends upon whether
there is a scarcity or a surplus of the product or services required in the market.
Accordingly, the advertising strategy to be adopted depends upon the product's
availability in the maizet, Tut firms in Iraq are not interested in creating a surplus.' In
practice, developing coilntties usually cannot provide satisfaction of consumer needs
and wants, espectally since these continue to increase in an environment characterised
by scareity. 112 This 15 the situation in most developing countries with a socialist
ideology where the inability to provide satisfaétion is normal and firms are encouraged
by the general environment to neglect the need to pursue a marketing-oriented
approach, Consequently, the Iraqt consurﬂe#s needs and wants are not satisfied by
business firms, : |

Under such circumstances (namely conditions of scarcity), competition is reduced

and it is less important for firms to devise an advertising strategy. Basically, therefore,
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the nature and charactenstics of advertising are different from those in a competitive
environment where a firm must adopt a more aggressive policy to compete against
other business organisations in order to survive Ina study ot' the Egrptianeconorny.
Attia stated that the management of most public sector firms preferred advertising to be
1nformative rather than persuasive The advertising goals identified by this researcher
are to inforrn consumers about the products characteristics. tell them where, how and
when he can use these products, provide information about the introduction of a
Dl’Oduct and supply information about the firm itself In this context advertising is not
directed towards promoting the product or establishing a firms commercial image in
the market.113 n geveloped countries, information concerning which consumers are
not concerned, such as general information about the firm, is omitted.

InIraq, and particularly in the public setor which is subject to government control,
there 1s less need to emphasise the importance of advertising since the level of
competition is low in an environment characterised by scarcity, therefore advertisng
objectives are to a large extent affected by such conditions and are accordingly

Informative rather than persuasive, = .t < .

To obtain full information about the advertising objectives oi' the firms in the
Survey, the researcher asked executives in each of the firms to state the firms’ objective
in the context of advertising Table 24 shows the results of the survey, listing the
objectives in order of importance. The most common response received was, as might
be expected, in line with the points made above. As management is production-
Oriented higher priority will be accorded to selling as an advertising objective. Eight
frms, 409 of the twenty engaged in advertising, mentioned that increasing sales is a
main feature of their advertising programme. This percentage indicates that most of
the firmg's advertising is of an informaZive rather than a persuasive nature, a result of

e

Management orientation, which 'is not in :favour of advertising. = Moreover,

Management do not believe that advertising influences the volume of sales.
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Table 24 ¢ . - T

" Advertising Objectives -Percelved by Executives.

Objective | Number % |  FymsSatus |  SpanofActwity

: e of Firms Public | Private| Export|Non Export
Increase Sales 8 40 | 4. .| 4 S
To Announce New 6 30 5 1 14 2
Products ; o o v S §
Improve Product- | "5 "' | 257 4 10 8 -
Image ’ _
Publicity (general) 1 5 - 1 - 1
Total el op 100 13 7 |12 | 8

“ e
oy £ B . v EEY + o “¥ . i ; N
N

The announcement of a new product was the second most lrnportant advertlsing

A

°blectlve Thls was reported by six, or 30% of the twenty flrrns which advertised The

diﬂ'erence between the flrst and second objectlves s not very marked and there 15
clearly strong support by management for both ohjectlves In the researcher s opinion,
the second objectlve Is a sign of marketing—orlented management whereas the flrst
ObJCthe represents productlon-orlented management The researher wishes to point
out that in hls opuuon fu—ms refemng to the announcement ot‘ a new product as an
°bJ°Ctlve were overstaiing tne case l'or t_his aim. 'I‘he researchers oplnlon is based upon
the l‘act that the annm_ncement of new products is ‘more llkely to take place ln
developed economies rather than developlng economies. In the former. there Is a
competitlve environment and new products are llkely to be expected and provlded In
such economles quite frequently. so that consumers must be kept lnformed about new
products and thelr availablllty in the market Such a situation Is rare in developing
economtes where consumer demand for products and sewlces is not sattsfled nor is 1t

"Cgarded as unlrnportant that this sho.x‘c‘. be done Moreover ‘some ot' these ﬂrms had

n
ot undertaken an advertlsing carrpaig'l for at least slx years. slnce thelr last new
product was launched ln 1978 V |
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. Iml)l"OVlng their product image was reported by only five firms or 25% of the twenty
firms. This Is an important objective for firms which wish to improve the image of
their product in both the local and foreign markets. Thus it Is not surprising that those
firms reported that‘ this objective applied to both domestic and foreign markets
activities,‘ ; ;mPrOan the product image isvessential for success, especially in foreign
markets where competition is very high and consumer satisfaction plays a major role:
But evidence relating to firms' activities in marketing research or advertising in terms -
of research Drojects and the budget allocated to these activities is by no means;
encouraging and firrns particularly those involved in exporting fall far short of
achleving their objectives administrative constraints must be removed to allow
commercial considerations to exercise control over a i'irms environrnent In the local
market, the Iraqi consumers believe that most national products do not possess the‘
high standard quality achieved by i’ore'gn products This lack of confidence in local
pr°d“°t3 prevails, althought the quality of some local food products Is as good as
foreign Products and the produce is equally suitable for the consumers' purposes. The
researcher believes that this attitude results i'rom firms being careless about the
Produce they sell in the market so that consumers are forced to turn to alternative
products, Such problems can be overcome by improving product quality and ei‘l‘ectively
Promoting the local p. Jduce ’l‘his would enhance the image of firms and benefit the

EER S

°°°n°my by using resources more efﬁciently

In I"?“i. there are shortages of certain foodstulls such as dairy produce. beverages |

and date Syl‘up althor.gh the primary materials are available Thus the peri‘ormance ot‘ 4
°°°“°m)’ asa whole falls far shoxt ot‘ meeting the consumers' wants and needs. Loss of
coni'idence in lraqi food products is a major obstacle to success in advertising Thev
situation ig aggravated by the lack of marketing research into ‘consumer behaviour
which rneans that some products are produced for which there is no demand In such
Cases, advertising serves oniy as a mear.., of imposing the product on the consumer

Even When there isa surplus oi' products for which there is high demand, such as dates

and vegetables oii the scale ol‘ advertising is still severely limited, as we shall see in the
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next section, despite the fact that opportunities exist to explolt fore!gn demand and
export abroad It is in this area that Iraq s trading potential is greatest and advertising'
can serve a useful purpose Carefully devised advertising activities can lead to av'
reallocation of domestic economic resources and thus stimulate growth. The resources
’ of the "National Agency For Advertising" ‘which is responsible for the handling and‘

planmng of creative work to promote Iraqi goods overseas should be increased l'or this
DUI'pOSC ’ S ' |

The above investigation has shown that most of the firrns visited pay little
attention to advertising ’l‘his attitude is deep rooted in all developing economies
including Iraq ’l‘his situation has been caused by a number of reasons. Firstly.
management believes that advertising makes no contribution to the volume of sales
Consequently advertising receives little consideration in their planning strategy and
little time or attention is devoted to this function Such an attitude is due to the reasonsr
metioned above(such as the careless approach used by management) and also to the fact
rel‘erred toin chapter three namely that central management and economic planners
concentrate on financial and production problems rather than on marketing. In other
words, advertising is regarded simply as a means of informing consumes when, where,
and how they can 1 use the produce Secondly. advertising is used by such management
for publicity Purpose to create an irnage for thetr firms or for political reasons to
inform govemmental oi'ﬁcials t..at they are peri‘orrning well in the market Thirdly. as
markcung 1s accorded l tle attention or importance within ‘the firms’. general.
acuvities other elements of the marketing mix are also adversely affethd and
neglected such as marketing research advertising research consumer behaviour and
even as we shall see later packaging Accordingly. dvertising decisions are not based k
on scientiilc research The neglect oi' advertising recearch as a marketing °°mp°nent.
will reduce the chance of Success and rnake it dii'i‘icult to achieve the i'irms objectives. !
and such a situation will in the long run lead to a negative attitude being adopted by a

rh'ms senior management An investigation oi' the firms' Annual Reports supports

619



points made above. although in the case of public sector firms detatls of financtal
allocations are {temised much more clearly than. is customary in the private sector,
The investigation reveals that 34% of advertising expenditure is spent on magazines.
19% onTv, 13% on newspapers. and 5% on cinema advertisements and the remainder
1s allocated to diﬁ'erent media such as neon signs, billboards and soon. More than 50%
of the advertisng budget is allocated to printed media, a surpisingly high percentage,
taking into account the high level of i]literacy This is because, as we pointed earlier,
not all of the printed media are owned by the government thus advertising by this
medium is favoured by firms’ executives, and because it avoids the constraints imPOSCd
on other media such as radio or Tv are also factors leading to the use of magazines and
ncwspapers. | |

The overall conclusion from the above discussion is that advertising in Iraq is not
ofa suffictently competive nature. It is primarily used as part of the évera“ economic
Plan. 1ts role is therefore essentially to influence demand and to provide information.

1
It 1S not regarded as a means by which the government can increase the genera
standard of living,

83.5 The Advertising Budget:

The researcher found that the arbitrary approach used to determine the advertising and
sales promotion policies of the firms visited in both sectors, is to calculate the amount
spent on these marketing tools. Many variables such as rate of population growth,
Income trends and current economic conditions are not taken into account. 114 Firms
In the public sector submit their budget plans to the relevant Ministry which more o’ften‘
than not reduce the amount allocated. Firms must undertake appropriate research and

arrive at most precise evaluations in order to make advertising more effective and
| Management must allow it to operate to its full potential in terms of making effective
use of their resources.115 They should determine their objectives and the total cost

Involved shoulq be determined in relation to the requirements of the various tasks
“ involved
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The approach known as "objective and task" is used to determine the amount to be
spent on advertising, "Percentage of Sales” came third and only one firm in the public
sector used this approach. Table 25, details the results. The research findings reveals

that the rule of thumb or arbitrary approach is used by twelve firms, or 60% of the

Table 25 . R

Factors Influencing Advertising Budgets By Firms -

Factrlfluencng | Number | . | Fums Status)  SpanofActity
< of Firms | % Public | - Private | Export. Non Export

Ruleof Thumb | 12 60 |9 |3 s | 8

Objective And Task | 6 3|4 |2 |5 1

Percentage Of Sales C e 10 i 2 P i

Others . . , - . .

twenty engaged in advertising to determine the amount they Wili spend on advertising

These fixrns fixed the amount to be spent on advertising on the basis of the previous
YCars allocation This approach was not used by most of the firms in the private sector

Only three firrns in the latter sector used this approach and one of them is engaged in
€xporting, These firms fixed the amount upwards or downwards according to the policy
decided by the firms' l-lead Quarters The problem lies in the need to deterrnine the cost
of achievmg these objectives and deciding whether sales will be Sui'ficiently proﬁtable‘
to Justify the expenditure involved To solve this problem it 1s necessary to identify the
functional relationship between advertising expenditure and ‘the sales or
communication i‘unctions These relationships can be determined empirically by
larger c°1'IJorations When benefits to a firm exceed costs. the advertising budget iSU
sound.116 However we shall see later in our discussion of advertising problems, no
firm tn either sector mentioned that the measurement of output constitutes a problem

Which prevents them from undertaking advertising ‘But the ﬂuctuations frorn one year

621



to another create a situation in which these firms cannot make appropriate decistons
on a sclentific basis in any given year. It may be argued that even this approach will
enable a reasonable estimate to be made. The researchers’ opinion is that if this 1s
true, the allocation would increase and greater accuracy might eventually be achieved.
But as we shall see later, the amount rises and falls in an arbitrary fashion.
consequently, this argument is not vital in respect of our sample. The conclusion is
then that decisions reached by these flrms are far from having a scientific basis. Four
firms engaged in export activitites used the role of thumb method to fix their
advertising and sales promotion budget, while eight firms not engaged in export
activities used this appfoach.‘ These results show that exporting firms employ more
advanced marketing techniques in their marketing than domestic firms. -

Of the firms which engaged in advertising, six claimed that they decided the amount
for advertising In terms of expected future sales and what would be accomplished in a
glven period of time. Differences between the public and private sectors concerning this
approach are greater than those between exporting and non-exporting firms following
the same approach. On the other hand, export firms in both sectors show more
enthusiasm for the percentage of sales approach than those firms not engaged in export
actlvities. Again, this finding {s compatible with other findings which support the
hypothesis that firms engaged in export activities are more aggressive and marketing-
orfented than firms engaged in domestic marketing only. The researcher believes that
the use of such techniques by exporting firms may be due to the fact that they employ
more educated staff, and that they have a favourable attitude towards advertising, as
the main amount {s spent on publicity abroad rather than on the domestic market.

Alth°“gh a third technique is used, which will be mentioned later, the above
discussion Teveals that the arbitrary approach or the role of thumb, are the two
techniques most commonly used for allocating an advertising budget by non-exporting
firms, 1t 4 also indicated that exporting firms are more likely than firms engaged only

In the local market to base their methods of fixing an advertising budget on an analysis
of needs ang objectives,’ -
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Only two firms allocated the advertising budget as a percentage of total sales. Not
surprisngly, these two firms are engaged in export activities, which supports the above
stated opinion that such firms are more marketing-oriented than others A

- Finally, by examining the accounts of the firms visited the researcher found that
only firms engaged in export actvities keep separate accounts of the money devoted to
advertising, and it is difficult to obtain such information from private firms or those in
the public sector operating in the domestic market, which made it impossible to form
an accurate cornpanson. Thus attention Was directed tok-'advertising e;cpenditureskas‘ a |
means of assessing management attitndes. But examining the availabie data in some
parts of the food industry which hai/e an obvious c):rganisational and management
structure, such as the.date industry, shows that they)spend rnore on advertising than
other sections such as vegetable oil .extraction and Eothers in the public sector. A
comparison of advertising expenditure in the food ;industry and other industries
reveals market differences which still previal at the present time. In 1977, the
percentages of advertising expenditure to the total sales in the food industry,
agricultural produce industry, industrial produce, and the chemical industry are,
0.06%, 0.14%, and 0.121% and 0.1% respectively.i17 These figures shows that
advertising expenditure in the food industry is much lower than in other industries. A
more favourable attitude exists in the agricultural products sector, »i/here firms may
seck to encourge farmers to use fertilisers. insecticides or other related useful factlities.
The data available for wtarious sections clearly ﬂlustrate the general trend. Table 26,
detafls the advertising expenditure for a number of selected firms. The highest
percentage, 0.03% of total sales, was for firms engaged in the dates industry, which
undertake export activities. The lowest percentage was for firms whose business is in

domestic markets. . For example in the soft drinks industry, the percentage was

0.00029, 0.0006%, 0.0004% in 1982, 1983, and 1984 respectively. By and large, the
overall picture presented is not an optimistic one, on the contrary it is rather gloomy,
and supports our view that there are marked variations from year to year. This does

not reflect a Commercial attitude or marketing-oriented attitude on the part of most of
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Table 26

Advextlslng Expenditure Allocation For Some Firms From 1982 - 1984.

. (ID) | ,
Kind of Industry - " Year "~ Amount | Total Sales | Percentage of
- » \ _ Allocated Amount Total Sales
VegetableOgg - C 1982 | . 42,813 | 65,626,567 | 0.0007 -
1983 33,368 |- 93,501,192 | 0.0004
1984 18,111 | 93,496,029 0.0002
Dates Products "~ | - " 1082 - 78,000 . 3,000,000 0.03 -
1083 < 75000 3,000,000 003
1o Lo75000 6,000,000 001
Soft Drinks 1982 © | 12904 .| '65.233.377 | 000002
1983 v vl 3147 56,643,270 | 0.00006
1984 80,573 - 84,063,788 |  0.004
Datry Products = |« 1082 ¢ 15,000 22,881,766 | 0.0006
‘ ‘ 1983 .| 174000 - 27.27518 | - 00064
1984 | <°719,100 - | * 38,093,205 ' | 0.00005

~ Source: Ministry of Trade, Annual Reports 1982 - 1984.

the firms visjteq Although the above figures relate to the public sectors, the situation is
worse in the Private sector. The researcher found no separate advertising accounts on
which to form ajudgement. Even those firms which undertook eXport activities rely on
the government to help them to dispose of their produce in foreign markets so that they‘
Paid little or no attention to advertising.’ Overall, there are wide variations in the
amount of advertising undertaken by firms in the food industry.

Although it 15 difficult to make an accurate evaluation of the impact of advertising,

a hi
gh proportion of businessmen in developed countries such as the UK believe that
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advertising constitutes a useful support to the marketing effort. A study carried out in
the UK, shows that consumer-oriented marketers are inore likely to use the "percentage
of sales” method, and the "objective and task" and "what can be afforded” methods - in
that order - to set the advertising budget, 118 wheras our survey shows that the firms
visited did not appreciate the value of these methods and statistics show that despite the
high volume of sales, the amount allocated to advertising is negligible. Again table six
shows that the percentage of sales allocated to advertising was very low, most firms
allocating ID4 from each ID 10000 of sales, a quite inadequate proportion. In fact only
two firms or 10% of the sample used this method, whereas rnore than 38% of the British
firms in the study referred to above, use this method. Moreover, with reference to the
method of matching advertising budgets to performance in the mentioned survey only
three methods show a significant relationship, with profit margin achieved. The "what
can be afforded” method had a negative relationship, whereas the "objective and task”
and experimentation and testing methods" in that order had strong positive
relationships. The situation is dii'ferent in Iraq. The "what can be afforded" methods is
the method most often used by the fimis vistited as 60% of the sample employed this
techniques. It is not surprising therefore that as a reSult the amount allocated to
advertising was severely restricted and consequently. unproductive

Itis generally accepted in the business world that the more sophisticated methods of
setting an advertising budget are likely to be assoclated with better performance.l 19
Therei'ore there is constderable scope for improvement in the methods used to set their
advertising budget. k

In the following section we shall examine the advertising Pl‘Oblems encountered {n
the market Place by the firms visited and the factors which impede the effective use of

the advertlsing funcuon so that a clear picture oi‘ the status of advertising in the food
industry can be presented



5.3 6 Advertising Problems: |

The absence of commercial thinking by most Iraqi businessmen seriously limits the
use of advertising. Their business stratey is concerned with how to produce rather
than with hew to sell their prodtict. The lacic:of sf:ecialist agencies also nhibits the use
of advertisiiig. Specialists are as itnpoftant to the advertising function, as they are to
‘other marketing funé:tioi’is, they have to take into consideratien the mentalities of the
ethnic groups at which adver.tising: is aimed. The lack of the necessary expertise and the
shortage of qualified agencies results in limited services being made available to
customers and such services as are available are high in cost and low In quality. So
that he could assess and evaluate advertising problems the researcher asked executives
of the firms visited to state the maj or problems they encountered in connection with
advertising These are presented in order of importance in table 27. Firms that did not
advertise are also included Four of the thirty firm 13% of those visited stated that the

cost involved Is one reason i'or not advertisihg. But this reason is over stressed in the

Table 27
. - Advertising Problems (Executives Perceptions) .
Problem Number | % Firms Status Span of. Activﬂy

of Firms “| - Public Private Export| Non Export

Lack of Advertisin 11 37 7 | 4 8 3
And Adequate Medgia - I Coe o :
NoproblemIn - 7 2 6 - 18
Advertlsing 8 2 ‘
Me‘;la Cost 4 13 . 4 - 4
Scattered Populaty | B 1 | s 1 | 3
And llliteracl;r on »4 13 1
language |3 |0 |3 | - 3. | - -
Total 30 00 | 138 17 12 18

Total Firms fixed as 30 because firms that did not advertise are tncluded.
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researcher's op&nio@ * As we mentioned earlier, firms which advertise use all the _
avallable media, particularly flrms engaged In export activities. Some of these media
involve considerable expense, so 1t is not surprisng that only exporting firms are able to
use them. Accordingly, firms only engaged in local activities do not use these media
because of ‘t}‘le'ébsﬂtteler\hent.” In other words, exporting firms are more aggreSSive and
markeﬁng-orierited[ On the o‘t-hér"hanud. We pointed out 'eafner th:ét not al‘i’tl;e available
media are expeﬂsiéé. Théréfore. élfhough e‘xe'cutives believe that néwspapers and.Tv
are the mos't‘expe'n'sive‘, 'fir‘rris' l;vxyla;v'e the opportunity to use less expensive media.
Moreover, it must be stressed that since no advertisng research expenditure is involved
(sce;advértlsing agevrvlcy)“‘the~ above‘argﬁrrient relating to such research has been
overstated by firms, - |

The level of flliteracy and the fact that consumers are distributed over a wide area
present a real problem in relation to advertising. The problem of ﬂliteracy constitutes
a serious handicap to the development of any c()untry.' It restricts the use of scientific
technology, and makes it difficult to transmit a message which can be used repeatedly
Over a perlod of time. Although only four firms mentioned the above problem, the
researcher believes that the wide distribution of the population, combined with the lack
of an effective communication network (see chapters 4 and’ 7 ), reduces the
effectiveness of advertising. However, since advertising techniques can be used by the
appropriate government department, the effect of flliteracy on the use of technology in
advertising can be overestimeate (see chapter 5). Only 35% of the Iraqt population can
be classifled as literate and this must be a further reason why advertising campaigns
are not pursued vigorously, There 1s an enormous communications problem which
first has to be overcome. S

' Three executives mentioned that language presents difficulties in the advertising
Process. This is particularly true of firms involved in export activities. Even in the
advertising agency this is a major problem as the necessary expertise and experience

take a long time to acquire. Improvement in interpretation skills and collaboration
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between the relevant educational organisations will reduce such difficulties in the long
run,

Eight nnns. 27% of the firms in the sample stated that they have no problems
relating to advertising Six of these firrns are not engaged in the advertising process
The reason for the other two not advertising is the level of competition, a point we shall
refer to again later. Again those who do not advertise do not appreciate the value of
advertising they concentrate on the domestic market and they have few DCTSOm’lel who
have much experience of the marketing function L

A large proportion of the executives mentioned that the lack of advertising facilities
and of professional agencies or suitable media interferes »‘Wi’th the advertising function,

Eleven executives, 37%. of the sample make this point. Eight of these eleven S are
engaged In export activities.

Finally, of course, a further factor limiting the use of advertising is the lack of
funds, Although this factor has been referred to indirectly in the present section, it
affects private firms in particular because of their limited resources, especially those
ﬂnns concentrating on only the domestic markets Moreover, firms in the public
sector, though not constrained by financial problems. regard advertising as an
additional and perhaps unnecessary expense ‘But this need only be regarded as a short-
term problem if long term benefits are also taken into account as they ought to be.
With reference to the public sector firms Ministries often reduce the amount allocated
by a COmpany to advertising but if the function has been more fully understood,
researched and explained then the cost involved would have been seen to be justified

As we mentioned before. ten firms. 30% of the firms suweyed do not undertake any
kind of advertising, During prolonged diSCussion with executives, a number of reasons
were given for neglecting this element of the marketing mix. The reasons given are
shown in table 28. One of the expected answers is that conditions of scarcity prevall in
most developing Countries, including Iraq, where a sellers' rather than a buyers' market

13 the rue] Where demand exceeds supply, advertising is regarded as unnecessary as a
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Table 28

Reasons For Not Using Advertising (Executives Perceptions)

Henson : é}m Percgtage mbltcmPnzfat?gBExporstp%lo%fécm
Shortage of supplies| 2 20 1 1 - 2
Competition level 4 40 3 1 - 4
Unproductive 2 20 1 1 - 2
Expenses ‘ :

Other (Soctalism) |2 20 2 - - 2

Total 10 100 7 3 - 10

means of promoting demand for products. The problem in advertising, as with
marketing research, is the fact that there is a sellers’ markets for most goods. There is
1o Incentive to pursue product development in order to meet real consumer demand.
This means that the quality of the product remains low!20 and while this situation
persists, advertising cannot be’fully effective. But in any case, an unfavourable attitude
towards advexjtising prevails 1n most Iraqi businesses, whether there is excess demand
Or not and it is therefore management attitudes which constitute the main problem.
But as we mentioneq before, this does not appiy to all food products. With reference to
the effect of marketing oﬁ the process of economic development, the researcher believes
that even in conditions of scarcity, it is important that management should recognise

the value of advertising, Some executives wrongly believe that since they are part of the
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soctal comrnunity. profit should not be achieved throngh competition. Although
discusston of the nolitics of socialism is not our concern here. executives in the public
sector adopt an attitude toWards competition and profit which does not reflect the
government's opinion ‘conycermng how the economy should operate. Such an-attitude
seriously stifles’ any initiative in the direction of innovation Vand restricts the
consurmer's choice in the mar’ket.v | :

Three of the ten firms which do not advertise stated that theyencou!‘ltel" no.
dirnculties in selling their products. The researcher found that their Pde“CtiOn level
did not match existing demand, therefore advertising would be a waste of time and
resources for if it did achieve an increase in demand their production capacity would
not have been able to satisfy that demand.

The low level of competition is regarded as the most irnportant reason for not
advertising a firm's products This reason is only to be expected in an environment
characterised by govemment intervention and control. Important restrictions remove
any competiton between domestic and foreign products and aiso between firms
Providing a product covered by official action of this kind.

As we mentioned earlier. such legislation relieves the management of some firms
from the need to take steps to compete with others. Accordingly, public firms benefit
most from this situation since the public sector makes the greatest contribution to
Iraq's économy (see chapter Four ). consequently, it may be reasonable to assume that
the lowest leve] of competition exists between public firms rather than private firms.
On the other hand there is competition between the private and public sectors,
Particularly when the former are involved in making products which are subject to
tmport restrictions, Thus the researcher believes that management attitudes and
behaviour towards advertising are based on the view that this function is unneccessary
and is not linked to the absence of competition The government s new tarilf policy

reduces firm's administrative obligations and encourages them not to compete with
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each other {n the market, and the researcher belleves that this has contributed
indirectly to‘the neglect of advertising by many firms in both sectors. Four nrms 40%
of the ten tn the sample ’surveyed have not undertaken advertising because in some
cases an oligopoly or monopoly situation exists

Only two ﬁrms 20% of the ten firms visited, mentioned that they did not advertise
because they believed that advertising is unproductive. One of these two firms is in tl}e
public sector and is involved in export activities, It is one'of those firms mentioned at '
the beginning of this discus‘sion whose production levei did no‘t match the level of
demand in the market. Within such conditions, advertising is wasteful, in fact it
represents an unrxeeessary expense if a firm advertises when there is no need to do so.
Again, advertising may create a new demand which in turn makes it possible to
Increase supply to meet that demand. The other firm in this category is privately owned
and the response given simply reﬂected the management s attitude towards advertising.
Finally, two firms both in the public sector, believe that public firms should not seek to
make profit as the government supports a socianst ideology. Again, the government
promotes an Arab form of soctalism. based on Islam, but that religlon does not prohibit

making a profit, but this wrong interpretation is used as an excuse for lack of effort and

an absence of administrative initiatives which would allow their firms' business to be

conducted on a commercial basts.

83.7 The Economy of Advertislng

The literature on ady ertising and marketing is extensive, 1nc1ud1ng reports, text books,
Journals, conference papers and speeches, all of which have been produced since the
beginning of the century. Hundreds of books have been written ort advertising between
1900 and the Present time. But ﬁttle has been written about theeconomics of marketing

In general and advertlsing In particular. The first book on thls topic was publlshcd in

the 1920's. Another was published by Jullan stmons in the 1970's. 121 Therefore, the
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researcher’s investigation were restricted by the scarcity of literature relevant to this
subject during his discussion.

Generalisations concerning the economics of advertising and its implications are
of a controversial nature, and no firm decisions have been reached nor are there strong
theoretical grounds on which to base conclusions drawn from empirical tests in this
area. Even in developed economies, advertising has its problems as it does in
developing economies, although these problems are not of the same kind due to a
variety of reasons such as cultural, social and economic factors. But advertising has
become an integral part of modern ec.onomic systems and without it, a country's
cconomy may encounter even greater problems. It appears therefore, that no
generalisation can be made concerning the extent to which advertising increases
demand and consequently each piece of advertising must be examined thoroughly in
order to evaluate and appraise its economic effect,122

The issue we are talking about, namely the economics of advertising, now leads us to
deal with different aspects of advertising in developing and developed economies.

There are social-economic factors each of which it is difficult to treat in isolation.

Briefly, we have to consider the nature of advertising, is it misleading or informative,
oris advertising a means of manipulating a person against his will? Is it relevant or
Irrelevant to the economy? In other words, is it beneficial or wasteful? Whatever views
we have on these matters, we have to concentrate here on whatever relates to the
€conomic value of advertisi;xg. and then attempt to generalise as to whether advertising
Is advantageous or wasteful in the developing economies. In other words, we must
consider the effect of adveﬁlsing on the society's economic well-being, and on the
overall economic system, In fact, it is difficult to evaluate the effect of advertising on
the demand for specific products or even on demand in general. 123

Most writers on advertising believe that advertising has an effect, but find that is

extremely difficult to quantify that effect. This applies in advanced economies, as
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producers are unable to measure exactly the effect of an advertising campaign on sales
of their products despite their highly advanced methods of cost accounting. Since this
Is the case in developed countries, it is clearly likely to be the case in developing
countries where the cost accounting system 1is probably more.primitive. so advertising
in such countries may be regarded as superfluous, and a waste of money since the
producers cannot measure the effect of advertising on sales. Nevertheless, it is
generally accepted that advertising can stimulate the level of consumption.

The above statement emphasises that the influence of advertising is not uniform. It
varies according to the prod'uct advertised and the style of individuals advertisements.
Advertising may not create demand in itself, but it can stimulate existing demand.
Therefore, to exert the strongest influence, advertising cannot operate alone but must be
combined with other functions of the marketing mix. For an advertisement to achieve
the greatest tmpact, other factors should be favourable, These other environmental
Influences are the nature of society itself, human behaviour, buying habits, the level of

technology, the stage of development within an economy, and the conditions created by

official legislation,

Achleving consumer satisfaction and the recognition of wants and needs constitute
the basis on which marketing mix effort can be made more effective. Accordingly, there
18 o possibility of advertising influencing demand unless consumer satisfaction is
provided. The need to adopt the marketing concept presents a problem for firms in both
developing and developed economies. ‘ ' ‘

People encounter difficulties in achieving minimal living standards especially,
When they are poor as they face important choices relating to consumption decisions.
Therefore their choices can be aflected by advertising. Accordingly, when products are
advertised, it 45 essential that their true properties which may not be well know, should
be publicised in such a way that differences between them and other products are made

clear,124 Two aspects have to be considered. On the one hand, even basic wants can be
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met in a variety of ways, on the other hand, the priority of wants may itself by altered, "
Psychological" wants, to use Galbraith's terminology, maybe substituted for physical
ones.125 An the above mentioned factors have a role to play in ensuring that
advertising becomes more efficient, but there is no mathematical formula which
guarantees that a given amount spent on defining that X of sum of advertising will
produce a particular number of sales in the market. In other words, advertising may
increase demand at different levéls. depending upon the circumstances under which a
particular firm operates.126

Soctal and economic variables combine with advertising to create stimuli which
affect the nature of consumer wants and the methods of satisfymg them, and consumer -
wants are in part formulated as a reaction to these stimull. In any case, irrespective of
the stage of development an economy has reached, advertising provides consumers with
Ume utility, place utility, possession utility and form utility, by informing them that
goods are available, when they are wanted, or indicating where products may be
obtained. 1t may enhance the goods in the minds of consumes by intimating a higher
level of satisfaction, and/or by satisfying the human desire for new products. In our
discussion, we learned that some of these functions of advertising apply in developing
countries and it s appropriate to consider advertising with reference to our subject
(namely food products) and the benefits or characteristics associated with each product
such as easy-to-cook food for women at work.

Consumer satisfacation s obtained only when consumes believe that the product
concerned provides such satisfaction and this is what the advertising message must
help to bring about. Such a target will only be achieved when values and attitudes are
¢reated in relation to the level of .satisfaction claimed by an advertisement. The
usefulness of g product becomes a reality when consumer values and attitudes are
changed, anq advertising is the part of the marketing mix by means of which producers

Or distributors take the initiative in an attempt to persuade consumers to purchase
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their produce by convincing them that the various utilities they require will be
obtained when that product is bought. Thus, consumer satisfaction can be achieved
through the effictent use of rcéources even in an economy of scarcity, a point we
discussed in greater detail in chapter three.

Keynesian economists believe that advertising has a productive function to perform
and that it s certainly not a wasteful tool.127 For example, through effective
advertising, it is possible to maximise employment. In this theory, when there is an
environment of partial employment, saving must be offset through new investment to
contribute to increasing the level of employment. Advertising can alleviate the level of
unemployment in a number of ways. For example, people may be persuaded by
advertising to increase their level of consumption. This maybe achieved in the case of
agricultural produce or canned food rather than other consumer products. Moreover
the increasing level of consumption through the advertising could have a further result,
namely ensuring that advertising messages reach those who live in remote areas
through this may be difficult in most devloping countries due to the lack of an effective
communication network, and a major objective of advertising is to persuade large
numbers of peopel to purchase products. By and large, this increases demand which
Will have an economic effect since production will increase and more jobs will be
Created. Other economic results may stem from the above causes. When more peopel are
kept tnformed, this may stimulate the desire for further innovations which, when
Introduced, result in additional jobs being created and consequently extra incomes
from which the couxitry's economy benefits. According to keynesian theory, unused
resources in the economy represent a loss to the nation. Resources must therefore be

fully employed since income can then be generated to help the economy, and since

advertising encourages effictent use of resources, it should be regarded as a productive
function,
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The need for advertising in an environment where employment is not widely
available has been explained. What is the status of advertising in conditions where full
employment prevails? It was assumed, particularly where the level of employment is
low, that advertising should be based on ethical considerations instead of being
deceptive. Therefore, it might be and has been argued that in a full employment
cmfironment, when there is a scarcity of resources and demand exceeds supply, any
Tesources that are being used unporductively should be reallocated in an attempt to
balance supply and demand. Thus advertising which serves to stimulate demand
should be dispensed with and the resources previously devoted to it should be redirected
to Increasing supply.128 Accordingly if a firm in a developed country should no longer
pursue an aggressive campalign in the market when the level of competition is high, its
market share will suffer. The same situation exists in developing economies such as
Iraq where there is competition between the private and public sectors. We learned
from our study that the Iraql date industry faces strong competition in the foreign
markets although Iraq is regarded as one of the world's leaders in this product. This is
partly due to the lack of the aggressive advertising by the "DME". Thus as part of thelr
future strategy, firms must increase the level of advertising to avoid potential loss of
the reputation they gained in the past through various marketing mixes, using
advertising to ensure that they maintain the same level of demand and at least keep if
not increase their market s‘hare. To maintain this target, marketing strategy,
including advertising, must in future be carefully planned and, such planning should
certainly be continued during periods of full employment as an investment against
future economic scareity, 129

In economic terms, when the level of production increases, the cost of each unit will
be reduced as overall direct and indirect expenditure is distributed over a greater
number of units, In this context, it can be argued that advertising results in a lowering

of production costs, therefore it helps to stimulate the required level of demand. Again,
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although the effect of advertising on production costs are difficult to quantify
successfully advertising contributes towards the expansion of the volume of sales and
consequently reduces overhead and production costs.130 With reference to the effect of
advertising on demand and costs of production, we should keep in mind the influence of
other factors such as the quality of the produce, pricing, personal semng and product
characteristics, all of which contribute towards creating the required demand. These
factors influence demand for agricultural food products, to a greater extent than for
other consumer products such as high fashion clothing or automobiles, Also the
overhead costs of production may be reduced by spreading demand more evenly. For
example if a firm dealing with a product for which there is a highly seasonal demand
can extend demand for its product over a longer period of tirne. this will provide
benefits by reducing warehouse cost and reducing the size of plant that is required to
meet highly peaked demand. When the price of each prodcued unit is low and the
consumer therefore pays less, the profit margin on each unit is corrcspondingly low,
but the expected increase in demand will increase overall profits. Accordingly.-a saving
resulting from reduced prodcution costs can be reinvested in the business. Irrespective
of how such savings are re-directed, the economy will benefit, consumers will be better
ofl and there will be an increase In the level of consumption all which encourges new
lnvestment This is how resources should be employed efi‘iciently. irrespective of
whether or Not these resources are in short supply and this applies in any economy
whether developed or underdeveloped. In fact consumer satisfaction will be fuiiy
achieved only in an environment where the marketlng concept is recognlsed and
implementeq, |

Advcrtising ina competitive environment must be realistic and forecful to have a
greater impact on the audlence Thus advertising must in such conditions encourage
consumers in the market place to buy the products of the firm concemed. In this

context advertising is a tool used to compete in the marketing fleld, possibly to break an
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announce a new product in which case it is informative, this being the type of
advertising ‘use in the most developing countries, irrespective to the level oi'
competition. In Iraq, as we have already pointed out, the level of competition may be
low between firms in the public sector but 1t does exist between public and private
sectors firms. In this context advertising is not a barrier to an industry, on the
contrary it can open the door for a nevv entrant, although when a particular industry or
product establishes a high reputation, this creates a situation of monopoly in the
market against products in a similar category Over a period of time, effective
advertising can build up considerable goodwill towards a firm and its business. whereas
neglect of advertising can lead to a decline in the volume of business and a loss of good
will131 Ty advertising may promote business prosperity and development In areas
of business which are complicated what matters is the quality, not the amount Of
advertising.r and this is in keeping with the fact that there is no clear cut causal
relationship between the amount of advertising and any resulting changes in demand
The quality of advertising {s determined in relation to its objectives and the methods of
achieving these objectives, by taking steps to expedite the consumer decision process
In other words, the purpose of advertising aimed at the target market is to gain product
acceptance 132

The quality of an advertisement determines low effective it will be. It is not enough
to simply fepeat t’he same type of advertisement. High quality advertising can lead to
Success In entering an established rnarlret for a particular brand and market share can
then be increased through other elements of the marketing mix such as pricing,
Packaging, product quality or design modification, particularly with regard to
consumer durables. Thus, the results achieved by advertising dépefld on the kind of
industry and’ the prevailing economic conditions. Advertising is more necessary when
there is a casual relationship between the demand for and the price of a product which
holds a strong position tn the market Advertising impedes the type of quick-acting
Price competition that, for example. occurs in the costmetics industry where brand or
quality, not the price, is important But when brand is not important to the consumer,

taen the commodity is price sensitive and consequently advertising will be more

eflective, In general, firms that rely only on advertising. find 1t difficult to mantain
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the required level of demaﬁd for iheir products, whereas advertising combined with
other factors, such as price competition. cah fnake their business rnore‘ succeéSfﬁl in the
inarkef. In fact advcnisiﬁé is most effective when it operates within the guidé lines of
existing norms and Qalues.133 In this context, achieving a balance Vbetwccvn the
different elements of the méfketing mix is cﬁcml for survival.

Certainly, when adveftislng affects elements of the economic environment, such as
demand investment, consumption and so on, this has é géneral effect on fhe business
cycle. With fluctuations in demand, advertising from many elements becomes
Increasingly important as a means of regaining and maintaining or évén ‘lncreasing
market share. Thus the effect of advertising is highest when demand is greatest. When
advertising encouragés consumers to buy rather than to save, business life is re-
invigorated and the economy} improves even in times of recession. In a study based on
an analysis of overall adverﬂsing expenditure, the results suggest that advertising does
in fact tend to increase consumption at the expense of saving. 134 Although the amount
of advertising‘ required during a recession is greéter than that reqi.ﬁred in a peak
economic period, the problems involved could be overcome by means of innovation,
Product development, and a creative and itmaginative approach. These aspects were
discussed earlier when we dealt with the question of marketing research in the firms
visited.

Innovation ang product development are not only means of boosting the economy,
they are also needed to enable advertising to build up an effective demand. In other
words, advertising should provide the audience with a positive message. Such a
message should convey the characteristics of the products advertised in such a way as to
distinguish it from others. It should also be a method of communication betweeh
Producers and Consumers so that when producers use this marketing tool, they should
dentify the Competitive advantages their products possess, which in turn results in
improvements to their products. When competing products sell at almost the same
prlc.g‘:., the aggressive advertising campaigner seeks improvements to provide additional
advantages, When demand increases as a result of increased advertising, this again
enc:urages lnnovatlon and research, When a firm believes that the volume of demand

has been Increased through advertising, this will be regarded as an incentive to improve
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the product since the extra expenditure involved will soon be recoyered. Moreover,
whefx there is a considefable increase in demand, a firm may be able to introduce
economle’s of sale which in tuni enable it to reduce thé price of its products and become
competitive. In other words advertising can build up demand to such an extent that it
encourages competition in the market place. This benefits consumers as they have a
large range of products to choose from to suit their preferences and maximise their
satisfaction, not only in terms ‘of product availability but also in terms of quality, a
factor which establishes the ciiﬂ’erent reputations assigned to competing firms. The

quality of a product differentiates it from others and can even withstand the impact of a

competitor's advertising campaign.

The possession of competltive advantages enables producers to devise a strategy in
order to meet public demand or attract a larger segment of consumers in order to
maximise their profits. This advantage is not appreciated in developing countries
where an advertising campaign cannot be addressed to the population as a whole. In
fact, in such countries the latter's firms have no obvious advertising target, whereas

eflicient targeting of advertisements is practised in developing countries.

Conclusion

This sub chapter (2) was concerned with examining the policy of the firms visited
towards advertising, and identifying 'the factors underlying these policies. The
researcher reviewed a range of advertising problems and analysed the obstacles which
present a challenge in the Iraqi markets. He also discussed management attitudes and
behaviour towards advertising in the firms visited.

In Iraq there 1s a state advertising agency responsible for preparing advertising
messages, It is‘characterised Lty the inadequate level of its services and it is not very
advanced technologically. This to some extent’aﬂ'ects the impact of advertising
messages in the market for the availability of advertising media is limited and this
frustrates advertising efforts in the market place. There are official restrictions on the
use of these media, which are not fully utilised economically or commercially, despite
thetr potentia] benefit for both firms and the eéonorxiy as a whole. This situation is
exacerbated by management attitudes and behéviour towards advertising. Magazines
are regarded as the most useful, the television and newspapers coming next, but the

€xploitation of radio services for commercial purposes is prohibited by the
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government. The quality of television programmes in general is so poor that this
Particular medium is probably almost totally ineffective. Apart from magazines and
the press (plus television if its standards can be hnprov.cd). the cinema is a medium
which is largely untapped, although it represents a potentially useful method of
advertising which has a lot to offer as it is the most common means of entertainment
for most Iraqi families after the television. Indeed it may be even more popular than
television.

Over the last two decades, which have witnesses increasing government
intervention in the economy as a whole and the market in particular, little attention
has been paid to advertising, and it has had little effect. Those managers who do
recognise advertising as fmportant in terms of selling their product are not able to take
full advantage of this function as advertising agencies offer little services and are
characterised by a lack of sxpecialist skills. This is true even of government agencies. |
“The majority of the firms visited have little interest in advertising. Some firms do not
advertise at all, and managers' attitudes towards this marketing element do not

correlate with advertising practice, Most firms visited concentrated on sales

Promotion in their promotional mix and most of them took part in local or'forelgn
fatrs supported by government, the aim being to improve the image of Iraqi industry on
the one hand and on the other to obtain commercial contracts for some products.

In all cases, firms set their advertising budget in an arbitrary way. The amount
tnvolved is small and ten ds to fluctuate widely from year to year. Few firms advertise
to tmprove sales, Most of them only advertise when a new product is being launched.
Firms which Participate in exhibitions generally do so in an attempt to improve the
image of the product.

Advertising is needed even in a planned economy. Its facilities bridge a gap between
People and products and this has become a necessary aspect of modern life. To achieve
continued success, modern manufacturing needs communication with the public and
advertising underizkes this role. Methods of advertising in Iraq have so far been
unable to provide the incentives and rewards which the present economy requires in
order to function more efliciently. The "non-profit" motive is pervasive and needs to be

*evised. It 1s tmportant to realise that negiseting advertising would not present a new

saving for individual companlies, or for the economy as a whole.
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Increasing sales volume is the basic objective of advertising by most firms, and
advertising s informative rather than persuasive. Not surprisingly, there is no budget
specifically devoted to executing an advertising campaign by either private firms or
flrms in the public sector, apart from thos involved in export activities. Consequently,
the amount spent on this function is determined by a rule-of-thumb method.

Advertising plays a vital role in the economy. This fact is recognised in developed
economies whereas it is largely ignored in developing economies. It has a positive and
strong effect. The need for advertising stems from the imperfect competition prevailing
in the market, as there is no need for this element of the marketing mix in a situation
where competition exists, and thus advertising is used by firms to stimulate demanﬁ.
But for advertising to be effective, demand must exist even If it is latent. Advertising is
not the only function which has the power to stimulate demand but it can be combined
with other Socio-economic factors, all of which exert varlous environmental
influences. Used thus, advertising can be more efficient as a means of stimulating
purchases,

Advertising may be informative by telling the consumer when, where, and how, to
find the products, and it can be creative when consumers believe that the advertised
product wil] satisfy their needs and wants, and thereby persuade them to buy a
Particular product, This happens when the pattern of production is changed to suit
consumers and maximise thetr satisfaction. Therefore, advertising is essential as a
means of boosting the economy, whether the environment is one of high or low
employment. In the former case, advertising may spark the economic machine by
encouraging people to purchase by stimulating their desire. For advertising to exert an
accumulative effect over a period of time, taking into account the fluctuations which
Mmay occur in 3 given economy, it Is essential that, whether the economy under

consideration s characterised by a high or low level of employment, advertising

campaigns should be conducted on a continuous basts.
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The general attitude adopted by economists is in favour of advertising, and this
element of the marketing mix is regarded basically as a necessary part of the economic
process. Since it performs an economic function for producer and also affects economic
decisions made by consumers, it is an integral part of the economic system. This means
that the importance of advertising should be assessed together with that of other soctal
and economic factors. When the sales volume increases during or after an advertising
Campalgn, advertising clearly has a positive impact which is reflected in the increasing
in sales revenue recorded in a firm's annual report. The extent to which sales Increase
In a given year represents the economic value of advertising, although it is not an easy
task to determine precisely the value of such advertising in quantitative terms and
measuring the effect of advertising throughout the whole economy is naturally
difficult. It is likely that the effect of advertising on the final annual report may not be
capable of accurate assessment, but other appropriate factors may be taken into
consideration for this purpose such as the role of new product development, the impact
of distribution costs, or the effect caused by the business cycle and so on. The problem is
that there is a marked lack of hard evidence relating to the impact of advertising on any
economy. Thus, even in developing countries, detailed research is required in order to
establish how consumer tastes are formed, and to enable a researcher to demonstrate
exactly the effects of advertising on the economy.

Finally, respondents regarded this tool as an expenditure to be taken in the short
run to provide an urgent solution to a particular marketing problem. For example,
advertising by such firms in Iraq is used mainly to mrox"rn the consumer that a
particular product 1s being introduced to the marked, therefore making it impossible to
gain any long-term benefit from advertising on account of its temporary nature.
Therefore, Mmanagement tends to publicise mainly for information purposes rather
than Promoting the commercial image of the firm. Firms in the sample which carry

out promotional activities are not motivated by purely commercial reasons: social and
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political purposes are involved. B_y and large, these firms wish to give a good
impression both to ‘t‘he publiic and to the government officials with whom they do
business. They do not advertise in accdrdance with seasonal occasions or to promote a
particular product image. Their aim is to publicise their own performance and to
cmphésise their firm's importance to the national economy.

These are advertising characteristics which undermine its advantages and can have
an adverse effect on a particular advertising campaign. But on the other hand, when the

firm may be
media are used to draw attention to social and cultural factors in Iraq a V4
better off in the long run.
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8.4 - The Economics of Packaging

Introduction

Packaging is that part of product planning and development related to the design of a
product's contatner or wrapper, whose purpose 1s both to protect the item and enhance
the value it presents to the consumer. Ina vast number of consumer goods, packaging is
critically important to the buyer's recognition of the product. This is true of certain
food items.135 The above definition sets out the group of activities assoctated with
designing and producing the product contatner.

By using a particular design, a firm's management may increase profit potential.
Basleally packaging incorporates four functions - protection, economy, convenience,
and promotion. Two of these functions (namely, economy and promotion) are more
relevant to our discussion, although the other two functions contribute to the product's
potential, With regard to economy, unfortunately most of the manufacturers in Iraq, as
we shall see later, regard the package primarily as an expense item, without any
redeeming marketing features. This emphasis on cost, rather than on other elements,
has retarded the development of the package as a marketing tool and generally results
In Packaging that is shoddy. unattractive, and inconvenient to use. This is seen
Particularly in the vegetable oil industry in the public sector. The blister pack, for
example, protects the product, and is also economical, but it 1s extremely difficult to
open,

Promotion is another function that requires emphasis, and packaging in the
marketing mix, together with labelling and branding, distinguishes a particular
product from a competitor in the market place.136 Here, the package has a positive
value in enhancing the brand's appeal through the use of colour, {llustrations and
tYpOgl‘aphy. as well as providing a description of the products features, recipes and
Service suggestions. A good package, of course, is one that performs all these functions

together with the maximum effect always subject to the constraints imposed on each of
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these aspects. In commercial business operations, thé economics of packaging has
developed and this 1s now fully recognised. For a firm, major considerations are how to
attract its consumers at the lowest cost, and how to design a container that makes the
product easier to use, and attention to these aspects has been found mostly in the food
products market. A consumer may think in terms of using the package later for
another purpose which means that packages perform a dual function for the customer
in that they protect the produce and, thereafter can be used in other ways. a package can
be designed so that it can act as an attractive dispenser in the home, on the dining table
for food products, and in the bedroom or bathroom for toiletries and facial tissues. A
package, therefore, may attract a consumer who is prepared to pay more, even where the
Increase in price exceeds the additional production cost involved just to obtain that
Particular package, .

Packaging costs are a major marketing expenditure. The lack of attention to it is
partially attributed to the tendency of classifying the package cost as a product cost, so
that it 1s seldom isolated in the way that expenditure on advertising and promotion
are.137 Therefore, packaging has become an important means of avoiding wastagcy
Whilst easing transportation and increasing the period over which the product can be
consumed. The function of packaging is a focal point for improvements in both supply
and distribution channels. It performs the functions of protection and containment.

In the world's trade, competition became the heart of business success and this
Phenomenon applies in the consumer, and industrial manufacturing markets. This
obviously applies in the developed economies, whereas competition has less effect in
the developing economy's market place partly due to the dominance of a seller's market
rather than 3 buyer's market, yet competition seems an inevitable phenomenon in the
developing €conomies. This is inevitable in the latter's economies when consumers
begin appreciating this marketing mix and are prepared to pay for it. Competition may

take place between the private sector and the public sector. In Iraq for example, the
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seller's market partly will convert to a buyer's market, because government
intervention, particularly increased in later years, has created a healthy market
environment which did not exist there before. Because of an unbalanced form of
competition, this could possibly cause the eventual elinination of an. efficient
manufacturer with the combined establishment of a monopoly situation of a market
for the less efficient producers.

The paradoxical understanding is that competition is at once a barrier and an
opportunity of entering a market. On one side, success in marketing largely depends on
the skill of a producer or a firm and their success in developing competitive advantages.

On the other hand, the failure in marketing by the same token is the result of a
competitor's superior performance.

This sub-chapter examines the economics of packaging, it considers what generally

are the purposes of good packaging and with particular reference to Iraq, why it can be
Problematic, It seeks to put forward the argument that the marketing of agricultural
products, Particularly the perishables such as fruit, vegetables, and dates, would be
more effective with better Packaging. But with the previous discussion considering
marketing as a secondary problem, or as a problem of distribution and short of
discounts, little attention is paid to the tmportance of promotional activities in general
- of which packaging is one mix in the process of marketing. Therefore it is to be expected
that Packaging has little importance in Iraqi marketing practices. Thus the following
analysis intends to discuss aspects of the few packaging activities in the food industry.
The environmenta) effect will be given attention in the discussion. The following
aspects of this marketing mix will be discussed: 1. Packaging tn Iraq; 2. Factors

Impeding packaging usage: 3. The economy of packaging; 4. Packaging and marketing
Potential,
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3.4.1 Packaging in Iraq

In general, the improvement in packaging methods enhances the attractiveness and
hence the market ability of agricultural produce, thus a packaging programme is the
production of a package which satisfles the needs of consumers, distributors,
wholesalers and retailers and the product itself, and at the same time, meets technical
and the legal requirements.

The packaging of goods in Iraq historically s not just a recent phenomenon. Its
development has appeared obvioﬁsly only since the beginning of industrialisation in
Iraq in 1963. However, it is primitive, but the volume of packaging increased, and not
In quality, as it became an important factor in business marketing practices. This low
quality of packaging is a factor which many feel has contributed to the deterioration of
some products' images, like dates and syrup (Dates Marketing Organisation, Annual
Report, 1982), The government has increased its intervention in the different a'spe?ts of
the tconomy, With such interference«. the regulation of packaging for the consumer and
the industria) Products has taken two dimensions. Firstly, and obviously because of
Industrialisation, we have increases in the' volume of products that must be packed, and
secondly, we have the definition of the regulations and specification of the package
characteristic or Packaging process. The second factor becomes crucial due to the
mixture of Iraqi trade with foreign trade. Accordingly, packaging is different in size
and variety associated with industrial output and the increase of Iraqi foreign trade, a
Phenomenon mentioned in Chapter One. Nowadays, almost all the new industrial
products are under packaging regulations. However, from our discussion from Chapter
Seven, there 1s sti large category of goods sold without packaging. Farmers sell their
agricultural food products without packaging and in bulk quantities and so to
middlemen, the products reaches the market place. 'On their side, wholesalers have to
divide bulk deliveries into smaller quantities, preparing them for retailers'
requirements (in terms of size, weight, etc.).” Even retailers may use thelr initiative to

break them into larger and smaller sizes as a means of price manipulation and
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benefits, What we have to say here is that the process of packaging agricultural products
occur at the selling points and is usually done by hand. Other food products such as
Sugar, tea, salts, coffee, etc., have the tendency to be sold in packs of different sizes in
the consumption areas. The packaging of agricultural produce goes further by taking
Into a account another shapte of packaging, namely, canning and freezing, particularly
of fruit and vegetables in the expanding food processing industries. Also, and in the
context of Packaging other consumer products, there is the tendency to package ready-
made garments such as shirts, curtains, and sheets in the clothing industries which are
usually sold in the urban areas. In general, the percentage of packed output to the GNP
I8 stlll very small taking into account that the situation differs between industries.
The application of adopting and practicing the marketing mix components reflects
to a large extent, the economic conditions and level of development in the business
environment, Until the present time, the official attitude to advertising and marketing
research has not encouraged these practices in the business environment. In addition,
Packaging directly rather than other component mixes in a country, reflects the general
¢conomic conditions. When four million are living in rural areas, therefore, the vast
majority of the population does not appreciate the effects of packaging, they only look
at the products’ prices. Although the increase of income level encourages people to pay
for Packaging, but with such conditions their buying s on the basis of hand to mouth
habits. From a Packaging policy point of view, therefore, the market is divided into a
huge number of smatler segments and this makes the packaging process more difficult.
To pack products in sizes that are convenient and suit a wide range of market segments
will be more costly. Also for the consumers and the producers, packaging seems to them
a cost that is not necessary. When packaging is left to be done at the selling point it
reflects the fact that labour costs are less than that of capital. Wholesalers for example,
In market places, do Packing by human efforts by themselves, rather than produceres

Manually, whereas the latter may need mechanical efforts.
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As we shall see later in this sub-chapter, packaging costs are regarded in Iraq as a
complementery component for production rather than a promotional concept applied
by most businesses in the developed economies. The sui'vey does not allow us to obtain
detatls of data on the packaging costs for different products because the management of
the firms visited have not been encouraged to think in these terms. We are thus unable
to assess the significance and importance of packing as a mix component in the
marketing process. But the following discussion and the findings of this survey will
highlight the practice in relation to the packaging problem.

The little attention given to marketing by the economic planners or by executives,
reveals the little attention for packaging as practiced or planned to fulfil promotional
purposes in the marketing strategy. In fact, packaging is a component of the production
process. The following discussion may explain why such situation exists.

Relevant to our subject is the fact that agricultural products are not stable and (in
conditions of scarcity) products are often not enough to meet demand. Therefore the
product is already sold before packing and packing the products thereafter is just to
collect the produce and protect at lower costs. As far as packaging done by wholesalers
at the selling point, this Is not a rational aspect for consumer buying behaviour, This
aspect exists in most developing countries where scarcity conditions exist.

In the developing economies with scarcity and a seller's market rather than a
buyer's market there are production shortages and hence the packaging process is not
recognised as a component of the marketing mix. In other words, packaging s not
designed for product promotion but for different purposes. Again this fact stems from
the unfavourable attitudes towards marketing and consequently to the role of
Packaging. The lack of marketing research to assess buying behaviour, attitudes. wants
and needs on one side with the ﬁlgh cost of packaging materials all these lead to a
neglect of Packaging as a promotional means and therefore restrict the producers'

desire if it exists. But the situation in Iraq is to some extent different, although a
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similarity does exist. The similarity which comes from the lack of appropriate
marketing research also exists in the business domestic environment. In fact, evidence
In the previous discussion is a witness for such a lack at offical levels and in both
public and private sectors. Thus the researcher believes that producers' reluctance to
use this marketing mix as a tool of promotion as well as much as his lack of a
commercial-minded attitude, is behind such neglect. The basis for such beliefs is the
existence of a glut of packaging raw materials which makes packaging relatively cheap.
This comparative advantage is seen through our discussion of the case studies, but less
attentlon is given to develop these natural resources so that firms can use it on a
commercial basis,

Again, laws and legislation may be another factor contributing to the neglect of the
importance of packaging. This legislation usually specifies the related aspects and
characteristics of the product, so the business management is unable to change or to
deviate from these characteristics, For example, the packaging of dates is supervised on
an offictal level and moreover, legislation asks producers to use particular packing
techniques. This may be a factor in lmiting the use of this marketing mix as a
promotional tool for marketing. Moreover, unscrupulous producers may pack the bad
and the good quality together which destroys the products image over a period of time.
In many cases Packaging is a promotioﬂal tool particularly in the food industry and
other consumder products. The date industry is an example. Despite the long run
establlshment of this industry in Iraq, it is not highly competitive due to an
environment of scarcity, | ,

With reference to managerial attitudes on both official and firms level, such official
intervention g actually designed for purposes other than promotional ones. The
official argument for such intervention was justified in a manner which is
Unacceptable, Firstly, such interference is justified by saying that government

Supervision is to prevent the misuse of packaging on the producers side, as packaging is
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regarded as a protection only for the product, but witnesses from the developing
economies stressed that product protection is not necessarily for packaging alone. In
fact other measures could be used which are outwith out study area. Secondly through
State intervention, control will be achieved on supply and demand of the packaging raw
materials. Although this may be true in a planned economy, or at the beginning of the
development process in the developing nations, such justification is also unacceptable,
taking into account the Iraqi environment. Iraq is a comparatively rich country so
there are no shortages of packaging raw material such as paper, wood, mats, etc., for
even If they have to be bought from abroad, Iraq is able to pay.

With reference to the economics ,of packaging in the weak type of economy
Prevailing in developing countries, the raw material for packaging may be available
locally and a firm can use that comparative advantage and benefit the economy as well
by encouraging the development of a local packaging industry. In Iraq many ideas exist
for using matertals dertved from palms to create a potentially prosperous packaging
industry. In Iraq the contribution made by packaging firms to the food industry in
particular is Inadequate. The researchex;'s opinion‘ is that with good management, the
Packaging industry can be well organised to contribute effectively in this sector of the
Industry. This opinion s based on evidence that a supply of appropriate raw materials
Is avalilable in Iraq. Palm trees, estimated at a total of about 22 million, represent an
almost unlimited source of suitable raw matertals. Bagasse from the sugar industry
Provides another source, Oll and petrochemical products are natural sources on which
a ﬂourlshing Plastics industry could be established. All these resources would
definitely provide a means of reducing the cost of package production and would
accelerate the growth of a packaging industry, developed through the use of local
Materials, An established industry such as the glass industry is largely ignored despite
its potentia] usefulness and the benefits it might provide to develop and utilise these

Sources on 3 competitive basis. For other developing economies the shortage of these
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materials may tmpose a restriction on the production level even with the existence of
additional capacity. Therefore such reasons will exacerbate the problem of product
shortages in the market and perpetuate the existence of seller's markets. Therefore,
although the government intervention will regulate the supply and demand of
packaging raw materials, it might be at the expense of production.

As the prices of raw maténals are going up for all industries, such increases in
Packaging raw materials put impositions on the producers in developing economies,
This causes little attention to be paid to packaging. For these nations, government
intervention may help in reducing the material prices through subsidies and such
action seems to be necessary to ensure the level of high quality material as the latter
Prevents products deteriorating. But again, the effect of such subsidies is low for a
Particular category of industry and consequently there is little effect of such subsidies
on the larger scale industry and the economy.!38 Therefore, the low quality level of
Packaging used by the producers has a causal effect on marketing, consequently, the
Increasing costs of packaging will contribute to higher costs and prices. Although the
producer may pass such increasing costs of packaging on to the consumers, the
consumer wil] suffer, particularly the poor, as high packaging quality is not
appreciated. Thus a reduction of packaging costs is the inttiative which should be taken
to keep prices down with no effect as far as the packaging cost is concerned. Our
discussion in Chapter six concerning the pricing mechanism in the market place
showed that the primitive system contributed to the neglect of consumer satisfaction
and concentration of profit achievement and in agricultural produce, for example, the
low lncidence of attention to packaglng Again we recall the fact that the authority did
not allow Prices to be changed by firms for political and economical purposes,
consequently producers were not auﬁhorised to increase the prices of their produce
because of Increasing packaging costs as, for example, the food industry. “The only

alternative for the producer Is to manoeuvre through other mixes which in this context
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adversely affects packaging costs or even the products quality. Through our discussion
on the advertising and marketing research budgets evidence we suggested that the high
profits by firms in the public sector are achieved, despite thelr low performance
concerning consumers satisfactions, wants and needs. The tendency in these
businesses is to reduce what is thought to be of secondary importance in the marketing
mix, such as packaging, promotion, or research. These steps were taken by these firms
and succeeded because of the environment of scarcity, and the prevalence of a seller's
rather than a buyer's market. Such efforts in turn will cause a failure in the firm's
performance in a competitive environment. Not surprisingly, this attitude continued
because of the managements' production-orientated, rather than marketing-oriented
attitude. In such an environment, in other words, business regarded packaging and
other marketing mix components as unneccessary costs, which were not adopted as
Promotional tools to increase sales volume and profit.

In fact, such mixes were used as a subsidiary element for achieving higher profits
Irrespective of the sales volume or performance in the market.

In Chapter 3 through our discussion of the agricultural marketing problems, we
mentioned that wastage due to shortages of packaging facilities in the Middle East
countries is about 25-30% of the agricultural product. More than 20% of wastage in
agricultural produce in Iraq Is due to improper packaging and handling of the produce.
In addition, part of the backward marketing of dates in foreign markets is due to the
back Packaging which  badly" affects the image and the country's export
Competitiveness. In fact, the inadequate packaging facilities are a witness to the

backwardness of marketing agricultural produce in the domestic market. Poor

Packaging appears in two out of three of our case studies, namely, the marketing of

dates and fry;t and vegetables.

The above discussion reveals that these regulations concern packaging as

Protection for what is sold rather than selling what the pack protects. ' In other words,
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this legislation by the authority of regulating packaging was to produce quality
preserves. In this context, as we stated before, packaging is part of the production and
selling policy and within this policy is the contribution of packaging to marketing,
rather than regarding this part of the marketing mix as a promotional tool. By and
large, planning and regulation of packaging officially and manufacturers attitudes,
indicate that adopting packaging as a promotional tool hardly exists in the food
Industry in Iraq in general or in agriculturai produce in particular. In the advanced
economies, Packaging is crucially compatible with other functions such as
tl’am’:l>¢:~rtation and storage. In other words, management's attitude in these economies
Is to consider seriously the relationsfxip between the cost of the three'elements (namely,
the packaging cost on one hand and the cost of transportation and storage on the other
hand).

The idea of attracting consumers is new to tﬁe Iraqi food industry. Executives in the
firms Surveyed preferred to concentrate on providing préduce at a reasonable price
rather than considering attractive packaging. This behaviour is compatible with the
general attitude of the public whose members do not pay much attention to packaging.
However, educated people appreciate products presented attractively, using modern
Packaging techniques. In general. there is a new trend in Iraq towards appreciating the
advantages of an appropriate package for food products, protecting them against
spollage, and People are prepared to pay for it. But the Iraql manager does not appear
to have Tecognised as yet the full economic implications of packaging. It is being
Introduced at a very slow rate. Analysis of the difference between packaging in
d°V°1°P1ng and developed countries shows that the former pays excessive attention to
the production Process, arguing that differences arise purely because of economies of
scale, | :
Another important factor to consider fs that packaging for Western markets has

become part of the total production process rather than an isolated operation, as tends
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tobe the case inIraq. The package has to suit the machine rather than vice versa. Iragi
machinery, not surprisingly, tends to be obsolete and not geared to high speeds of

operation.  Collaboration between product and package manufacturers is therefore
needed, but Iraq lags behind in this also.

The economies of bulk handling and transportation also receive inadequate

attention by firms. Over a number of years, packagihg engineers have grappled with the
problem of protecting despatches against shock, vibration, moisture, extremes in
temperature, Pressure and so on. fhe difficulties attached to securing packaging and
handling machinery at reasonable cost and within a reasonable time are great and
unquestionably impede the development of economic and scientific packaging in Iraq.
There is no tmportant future for modern packaging in Iraq unless medium-speed
flling, closing and handling machines become indigenously available at reasonable
prices, In fact; demand may be increased by encouraging consumers to buy more by
Satisfying the latent demand or by at least keeping demand at the present level.
8.4.2 Factors Affecting the Growth of Standardised Packaging
The Packaging Industry has flourished in the developed economies and the attention
focussed Increased the use of packaging as a marketing tool for selling. The flourishing
of this industry in the developed economy has its effect in the upsurge of the
Supermarkets and self-service factlities. Therefore this marketing tool as part of the
marketing mix was regarded as a factor encouraging consumers to buy by bringing
Products to their attention. Such non-price features have been increased in these
natons, encourageq by the increasing level of that nation's per capita income, and
Packaging in itese)f becomes a tool for such concept of quality.139

In the advanceqd economy the trend for packaging effect was considerably increased,

moreover, such marketing mix tools are used to differentiate a particular product from

those Qf other producers. Thus, packaging was used to distinguish a manufacturer's
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procude in the environment of competition. Moreover, health legislation in some
countries contributed to the growth of packaging, and producers in these nations have
responded positively to packaging as a promotional aspect in these environments, 140
Whereas in most developing countries, little attention is paid to this function,
consequently little attention has been pald to packaging importance in Iraq by firms in
their marketing strategy.

The low level of per capita income may be indirectly a reason contributing to the
backwardness of packaging importance in the developing countnes. The low level of a
person's income encoﬁrages him to buy in sn;all quantities, unwilling to pay the extra
cost of packaging differentiation. Marketing infrastructure as part of the economic
environment, has its effect on packaging as well as being a determinent of buying
habits, People who live in an area with good transport facilities may be willing to buy
in small quantities rather than those who live In remote areas where they must buy in
larger quantities to avold the additional cost of travelling to get their requirements of
food. - Thls is obvious in the behaviour of people living in the rural areas when they
shop on a :veek]y basis. Also people at the end of each month, when they are running out
of money, usually buy in small quantities. This is true for most of the Iraqi families
when 75% of workers are government officlals. Generaly speaking, soclal and
€conomic variables have their effect in buying power and habits, thus firms should
adapt to theske environments in developing countries to maximise consumer
Satisfaction, and for people's welfare and social responsibility. _

The above Problems (namely, low income and buying habits), were not mentioned
by any of the firms visited. Factors considered to impede the use of packaging are shown
InTable 29. Since this part of the industry is so neglected, the food industry firms are
not sufficiently interested and pay no attention to this element of the marketing mix,
so that theyr activities in the field of packaging or packaging design are limited. Of the

firms visiteq, only six firms, 20%, out of thirty during the course of this study,
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Kind of Barrier

Table 29

Factors Impeding The Use of Packaging

No of % Fyms Status Span of Activities
00 ‘
F Public |Private| Export |Non Export
trms
’ 2
4 2 4
Lack of Information 6 20-0
(on packing)
' 2
- 2 -
Fmancial Sources 2 0.07
(Lack of Finance)
: A4 . B 1
3 2 4
Long Distribution 5 17.0 ,
Channels
v ’ L ) . ]
Lack of skills of 1 0.03 1
Packaging
Low level of - - - - ‘
Purchaslng power
And Buyers Demand.

659




tndlcated that they undertake any kind of research into packaging. Four of them are
engaged in export actlvites while two only engaged in domestic activities, stated that
they were even aware of the concept Thus the primary judgement is that information
wtth regard to Packaglng is very llmlted In the growing body of literature devoted to
economic development ln Iraq. attentlon is devoted excluslvely to the problems of
Increasing production in the industrialised sector.141

All of the ﬂnns visited emphaslsed that the major obstacle facing them is lack of
tnformation about the consumer. Shopptng habits often reinforce income constraints
on packaging slze Daily shopping is the norrnal habit for the Iraqi family in urban
areas, and lncomes tend to be hlgher. families larger and rnoblllty unrestricted. In
this case, the demand for smaller packages is greater than in the suburbs or the rural
areas. Iraq marketeers shOuld take such environrnental conslderatlons into account
and adjust their methods of production accordingly.

Another reason whlch existed in most prtvate sector firms revealed that limited
financial resources are the main obstacle ln them dtfl‘erentlatlng their products
through packaging Two firms out of six stressed thls statement. Thls fact with other
elements mentloned in other places such as risk, uncertainty and the small size of the
market may encourage them to practice such attempts {n their business to avoid the
Possibility of unsold products But on the other side of the cotn, consumers apprectated
such developments In developing countries. In Iraq, the growth of women's
emplO}'l'nent lncreaslng lelsure time, mcreasing of disposable and discretionary
lncome. the trend to increase supermarkets through govemment lnterventlon and
PCOPICS moblllty ln shopptng in congested cities, represent an indication that the
fmportance of PaCkaglng will be tncreased as people will appreclate the importance of
packagmg and be wllllng to pay for it. ’I‘his gap between the new and theoldis a matter
of time,

and the 1ncreastng level of education wlll reduce this gap and this will have its

effect in lmprovlng the marketlng system 'l‘herel‘ore. the effects of packaglng as a
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marketing technique will be increased in Iraq in particular and firms should be aware
of the quality of services presented to the consumer to ensure its success.

'Respondents gave other reasons why packaging is problematic. Five firms out of six
stated that distribution channels are long and slow, involving many middlemen and
poor methods of transport In some cases, a lack of organisation and supervision of
loading and unloading operations means that the despatch of goods is a lengthy
process, 'l'hus most products require more durable forms of packaging than they would
otherwise need, packaging which would increase costs to the producer and prices to the
consumer but only in the short term. Only one firm from the public sector which is
mvolved in export activities admitted to lacking the skllls necessary for package
dcvcloDment But this is probably because they did not i'ully appreciate the amount of
information required regarding when packaging should be used, in what form, and to
what purpose, i.e. to what soclo-economic bracket it s appealing.142 'I‘echnical staff
also tend to lack the necessary skills | ’Products are frequently returned to CbmpanleS.
the most common complaints being that they are underweight tins are sometimes -
cracked and leak water which leads to rust and lids have been insecurely fastened.
However, this is to some extent due to poor quality machinefy

The conclusion from the above discussion reveals that firms pay little attention to
Packaging and it s mostly poor quality. This phenomenon exists especially in
Vegetable oil firms, canning food, and dairy products where carelessness and dullness
are abviously seen. Containers did not tie adequately and workers treated tins
carelessly, handling them toughly so contributing to the deterioration of the produce.
The researcher found that such damage in these firms 1s about 20% of the total produce.
Therefore this percentage is wasted due to improper packaglng One may easlly imagine
a container leaking in a store where detergent materials or even agricultural raw
materials are stored under one roof. Morcover, improper packaging has considerably
affected other export i'oods in the foreign market, such as dates. '

The researcher believes that attention should be given to the improvement of the
Packaging mdustry in Iraq. This will contribute to a reduction in packaglng costs
Particularly where Packaging materials exist from natural resources such as date

Palms and petrochemical stuffs. Research In this field will enhance the image of food
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in both loéal or foreign markets. The size of containers, their colou:s. and weight must
be considered, to tmprove this aspect of the Iraql food industry. This direction will

enhance the adoption of markétlng concepts and_ma‘fketmg ortentation, where
emphasis 13 badly needed.

8.4.3 The Eéonomy of Packaging

Packaging may be defined as the general group of activities in pfbduct planning which
Involves designing and producing the container or Wrapper of a prodﬁqt.143 The
tradltlonalypurpose of packaging according to this deﬁnitlon. is protection and
economy. A third objective of packaging is convenience. includmg size and or/ease,
and involves a greater consideration of the consumer. 144 Packaging has become a key
COﬁCCDt in rnarketing today.( This proces&s‘ implies decision-making according to the

needs of each p:roduct.‘ Protection from severe heat and humidity is important for the

food Industry in countries such as those in the Middle East. Other factors such as
protet:tlon from damage, and hence a reduction in loss due to damage, and consumer
convenience, can be exploited as part of an advértlsing cafnpalgn.

Most ﬁxms producing consumer goods recogmse the economics of packaging. This
is Particularly true for food manufacturers, " since agricultufal products are
chéractcrlsed by their seasonality and perishability and so are likely to benefit greatly
from this process. Packaging is nevertheless a neglected area within the production
Process in Iraq, as tn most developing countries. In Iraq, for example, the function of
Packaging 1s linked more closely to production departments than to research and
technical departments, Packaging is regarded as the end of the production process and
as complementary to production, rather than consumption orientation. The
economies of developing countries tend to be production-oriented. . Most business
organisations, both in the private and in the public sector have a high degree of
Centrallsatlon.‘ Thus there is little concern for the market and how it wants and needs
aflect the dectsions "of the organisation and there is a tendency to forget that demand
exceeds supply, Therefore, the major obstacle to the use of packaging among market
researchers in the emerging countries s the attitude towards marketing, namely, that it
13 a mechanistic process‘ 1n§olv1ng functions such as transportation, storage and

exchange 145 -y, fundamental requirement for success in the packaging field,
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especially in the West, is the existence of competition, which has a huge influence on
pricing.  Where there are many supplliers of one type of goods or services, they will
compete with regards to price (seeking to reduce costs) and customers service factlities.
But this exists only in consumer-orientated markets. In most developing countries
which are production-orientated, firms are very often 1arge and well-established.
Packaging therefore tends to be neglected. In advanced economies, packaging is an
économic operation based on volume. Economies of scale are a prerequisite for success
in any mass production, consumer goods industry. A small saving per unit becomes a
substantial €conomy in terms of total output. For Iraqi producers, the net saving would
appear to be too small, insufficient to warrant the extra capital expenditure and risks
attached to packaging. A risk is involved because innovation requires testing factlities
which are very rare in Iraq.

One who committed himself to define the economics and value of packaging for the
food Industry in general has no easy task a3 far as packaging is a component of the
marketing mix which has an important eifect in the role of marketing. In the following
discussion, the researcher will confine himself to the economics of packaging from the
manufacturer's point of view, considering product differentiation and market
segmentation. Packaging from the ;;oint of view of the channel of distribution will also

be discussed and finally packaging from the consumers' point of view, through product

nformation, its convenience, and its value to the consumer. The researcher hopes that
these main aspects will reflect the aim of this section, although certain aspects have
had to be omutteq.

8.4.3.1 Manufacture and | Packaglng

In the advanced economles In the manufacturing of both industrial and consumer
products competitlon has become inevitaclé Fierce competmon between producers 1n
the modern econorny is high due to their attempts to woo each consumer for their
Products, The market becomes a buyer s market rather than a seller's market, and ln
oSt 'cases, it 1s the government's aim through its intervention by legislation to
k"lprove and Create a healthy marke*ing environmcnt which removes unfair and

unbalanced forms of competmon which might result in the emergence of less efﬂclent

manufacturers as the result ofa monopoly
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l.lke advertising, competition is not a barrier to marketing entry, although
Paradoxically, competition by itself may create a marketing barrier. The success of a
commercial business in the market place depends largely on the adaptation of the
marketing concept and consumer satisfaction, and the creation of competitive
advantages 'I'hus by the same token failure in marketing is due to a failure to
recognise consumers needs and wants and hence a faflure to match competltors
Within such a competitive environment producers are fighting to obtain a large share
of the markets they operate in. In fact, obtaining the largest share of the market and,
any initiative to maintain that level or even to increase his profitable Sha"' often
represents a producer s main target

The maintenance oi‘ or increase in, market share represents the survival and
growth to which most marketing firms are closely tied Techniques which may be used
by producers or manufacturers vary depending on the nature of the industry. but finally
hinge on the survival of the business. Mostly there are three different techniques used
by most manufacturers in the market place. as each represents a technique Of
competition to ensure the growth and the development of the business. These methods
of competition In the market place will be discussed briel'ly Firstly, the non'Pﬂcmg
competition techniques This technique of competition consists in maintaining or
lncreasing the market share by all means other than by price manipulation or indirect
price concessions, This technique at the same time applies In any method for its

1

application in the market place for increasing the volume of selling In other words.
the n°“'D!'1C1ng competition technique comprises the adoption of different marketing
components such as advertising sales promotion. merchandising packaging and
personal selling, 146 I fact. the application of these components is compatible with the
ad°Pt10n of the marketing concept. These aspects are widely used n the advanced
econornies and our previous discussion of the first two sections in this chapter is
evidence that these rnixes are used in the U.K. markets and American texts provide
Other examples of the adoption of these mcthods In the U.S.A. Moreovcr. it is
extensively used in the developed countries. Each manufacturer should be willing to use

entrepreneurism as a means of diﬂ'erentiating h.s products and services from Othﬂ’s

and Continuing to search for methods and means of competing wlth others on a
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differentiated basts. Despite the importance of this technique, evidence from our
discussion shows that this technique is not appreciated by the majority of the firms
visited in the food industry, due to the lower status of marketing in Iraq. Such a
technique has its effects on product differentiation which results in product quality,
Judgement and perception by the consumer. However, the latter aspect will be explained
in more detail after the discussion of the other two competition techniques, as the
economics of packaging will be analysed. | : .

The second technique in the context of competition is the application of pric;
competition. Although the objective 1s known in advance (namely, to attain a market
share related to the same category of industry), the point which must be stressed in this
Fespect 1s the use of pricing as a strategy by the producers on a competitive basts. The
focus of this policy is to attract and encourage consumers to buy or consume the product
by reducing production costs. But in the advanced economies, in a competitive
environment, this policy may be fruitless or msumcient for a product with low‘quallty.
as consumers appreciate high quality and are prepared to pay for it. Moreover, the
reduction in the tota] revenue of a ﬁrm is another consequence of this approach to the
flrm concerneq and probably changes little in the upward market share, due to the use
of the same techniques by other producers or to the low quality of the product, which
again does not encouragé the consumer to shift towards it from another product. In a
small business, or in new firms, this policy may not be convenient, as they are unable
to coverf the cost of running the business which‘ may expose its future to danger or
liquidation,

In the developmg ecénomies, and with the increased levcl of statc mterfcrence and
control in the economic environment of a counti'y like Iraq, this policy is not
Conventent, due not Just to the level of competition in the market only, but also to the
fact that the authorities do not allow firms or producers to change their prices. Thus

ad’mlnlstrative and organisational barriers exist which make this policy unworkable.
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In general, with reference to the above reasons, irrespective of the economy, this
technique 1s inconventent, and in advanced economies firms are willing to use other
approached when possible.

The third technique used by a producer in competition to ensure the growth of his
buslﬁess Is that of indirect price competition. This technique applied by producers does
not involve price reduction, but has the same effect or objective. The customer obtains
the expertise of a producer or seller in a competitive situation. In this technique, a firm
or & producer offers his services or experience, and this policy is presented as a training
programme for dealers, merchandising services, and a free advertising campaign or
allowance, etc. Although these benefits may be presented by other competitors, they
will differ due to the latter's ability, thus small firms or new businesses may be unable
to offer comparable indirect price benefits and consequently firms or producers able to
offer these services are characterised by their competitive advantage and financial
strength, This ig obvious in the food industry when the producer of a different line of
frozen foods offers direct delivery by comblniné orders to large customers into a single
truck load, whereas this can not be applied by a single product firm or producer. Now we
shall explatn the role of packaging in product differentiation and its effects on product
perception and product quality judgement,

The aim of innovation is to manufacture products wlth new characteristics, new
Images, more benefits, greater ease of use and client satlsfaction With these new
dimensions, a Product may be differentiated from others and this is an objective for a
Producer in hjs struggle to maintain business continuity in the competitive
crvironment. The conclusion then is that launching a new product or development
when the old already exists on the market, represents a marketing strategy for the
future to meet competition or to alleviate pressure in the market place. Therefore,
Product dlﬂ’erentiation represents a method of marketing strategy to protect a

Manufacturer to some extent from other competitors' action and an anticipated step to
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achieve this objective is through packaging. But for a successful marketing policy it
should perhaps be a prodﬁct carrying what a consumer feels able to identify with.

Product differentiation is the creation and introduction of differenttal features,
quality, style or tmage into a firm's products as a basis for commanding a premium
Price or inducing a strong preference for the firm's offering.}47  Thus product
differentian is both a cause and an effect of the segmenfation of the market. On the one
hand, manufacturers try to find preferred combinations of a product's attributes, real
or fancied, in order to create new market segments and retain the loyalty of existing
segments. They try to identify market segments based on location, physical or
Psychological characteristics which will serve as a basis for advertising, promoting,
Packaging, product differentiation1490, etc. But this is not always the case. In fact, in
some cases one produ;:t is only differentiated from another product in the same
category by packaging rather than by new characteristics. The more a product differs
from other brands the greater its chance of selection. From a strategic view point, the
greater the similarity between products, the less part reason plays in brand
selection, 149

Packaging became an integral part of marketing, particularly for the new products
through their design. Thus this marketing mix may play a vital role, showing
consumers the product's ldentity. ‘Packaging introduces a manufacturer's product,
distinguishes it from the producer's different line products or other competitors'
Products by different packaging élements such as packaging design, colour of
Packaging, size of Package and the graphic illustration of packaging. So the new
Products' characteristics and the packaging design distinguishes it from other ranges of
Products, Syuch differentiation makes different economic elements such as price, better
S€IVices, a necessity even more important for consumer durable products rather than
food Productcs, differences in the nature of physical distribution, physical and

Psychological differences of the productes. 150 In general the tmportance of packaging
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in the product's differentation is accompanied by psychological differentiation of the
produce, which depends on using accurate elements of packaging.

Applying elements of packaging became obvious in the manufacturing of the food
industry. Colour is largely used in the soft drink industry by the manufacturer to
distinguish his products from other products. For example, the manufacturer of the "7
up” brand used the colour green. Coke used red with white stripes to distinguish the
Coca Cola tin. Blue and white stripes are used by the Surf company in the detergent
Industry. In other consumer goods, the firm Kodak used the colour yellow in the film
industry: in all these cases, colour is used to distinguish particular products from other
similar ones in the same category. Colour exerts a psychological and physiological
effect on consumer buying behaviour and on people's preferences and the volume of
sales. Another aspect, as we shall see later, is the multiple use of the package for
different purposes to utilise the pack, for instance, familles tn Iraq used an empty Jar of
tomato paste to keep other stuffs such as hot spices. Thus, the researcher believes that
one way to increase the sales volume of canning food is to change the present pack style
from tin to glass, which enables housewives to utilise the empty pack for other home
uses, aﬁd at the same time, Improve the image of the local produce as the package
becomes more attractive,

Through our discussion we find that people in urban areas in Iraq shop datly, thus
there Is no neeq for big size packaging, whereas shopbers in the rural areas need the big
size container a5 they practise their shopping on a weekly basis due to the difficulties of
tr al'lrslaox'tatlon and linkage with urban areas to save costs. ‘ Therefore, the size of the
Package by the same token represents a product differentiation opportunity. Also due
to economye factors the vegetable oil extract firms are demonstrated to have a small-
Size Package of 1 kg. weight and the demand is increasing at the end of each month as

they prepare to Teceive their salaries. Therefore, small size packages differentiate the

Product from the large size (1.e. 10 kg.) in the same category.
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In the context of product differentiation, as economic causes represent stimuli from
a marketing point of view for buying small size package products, the stimuli may
differ in thetr nature in developed economies or under different conditions. In an
advanced economy, as educated consumers are widely present in the market by
comparison with the developing countries, such stimuli (namely package size) like
other stimuli for example, characteristic, price, standard of health, may be regarded by
the consumer during their comparison or perceptual process, as the causes to determine
the level of differentiation relative‘to other products in the same category. Again, such
preferences or perceptual judgements differ from one society to another, shaped by
consumers' attitudes, recognition, learning, personality and other social-cultural
groups to which the consumer belongs. Generally, if these social and economic factors
have their effect - for example, on a purchasing decision - a producer or a manufacturer
should appreciate these effects and try to understand the implication for perception,
and product quality judgement to produce differentiation stimuli before launching a |
new or developing old products and totally evaluate such elements of differentiating. In
contrast, such consideration is far behind marketeers' or executives' perception of these
elements in the firms visited, and the researcher believes that a long time s needed to
understand anqd appreciate such mixed effects.

When the researcher asked executives for whom they produce, their answer was that
they produce for domestic and foreign markets, a criterfon used to distinguish a firm's
SPan of activities that involves export activities from those engaged in the domestic
market only, Not surprisingly, no one mentioned that they produce according to
market segments, As packaging offers a producer the opportunity to differentiate his
Products from other competitors n the same category, it may be utilised by them to
Sc@ment their market. Therefore, the implication of product quality on judgement will
be enhanceq through the following discussion of the relationship between packaging

and market Segmentation, which represents another triangle for market segmentation,
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8.4.3.2 Market Segmentation and Packaging

The concept of segmentation is defined as the division of the total market for a product,
service or idea into relatively homogeneous demand segments according to age,
o¢¢Upa‘Ltion. income and geographic location, or according to behavioural criteria such
as brand loyalty, degree of usage and so forth.151

In general the basis of marketing segmentation is the concentration by the producer
on the firm demand by developing such demand by adjusting the produce more
precisely with other marketing efforts to meet and satisy a broad extent of needs and
wants for a wider category of consumers, From an economic point of view, the concept
of segmentation is the recognition of different demands and scheduling the products to
such demands, instead of regarding the needs and wants of different consumers as one
demand.  In the marketing literature, Kotler identifies three marketing strategies in his
discussion concerning product policy and management.!52 These three basic
marketing strategles are: . differentiated marketing, undifferentiated marketing, and
the third strategy is'concentreated marketing. However, our intention is not to detail
these Policies, but only to attempt a brief outline to the extent that enables us to judge
which policy is appropriate to marketing segmentation and consequently to packaging.

The differentiating marketing policy is when a firm operates in all markets
simultaneously, but designs different marketing strategies, or programmes for each
market, whereas undifferentiated marketing is a policy when a firm treats a market as
3 unit taking into account what need people have in common rather than the
du‘rerences‘ Detween these needs. In other words, a producer does not recognise the
differences of consumer demands that contribute to the demand curve. The firm within
this policy or marketing programme designs the products to meet a large proportion of
the potenttal demand or wider proportion of consumers' appeals. The objective of those

0 policies (namely, differenttated and undifferentiated marketing) by the producer is
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to cover the entire market in diferent approaches. This is widely used by firms having
a strong financial basis. But firms which are unable to adopt the all-embracing
approach actually follow the third marketing policy (namely, concentrated marketing),
which is based on the selection of one or more of a limited number of groups within a
market in an attempt to impose more control that segments the market. Therefore, the
above explanation may enable us to suggest that the differentiated and concentrated
marketing policies are Quite particularly similar to or synonymous with the concept of
segmentation, in other words, marketing segmentation, and this is the point that the
researcher would like to make.

In the firms visited, only those which were engaged In export activities to some
extent adopt the differentiating marketing strategy, whereas firms involved in
domestic marketing activities only and in both sectors are far behind in adopting the
concept of marketing segmentation. There is other evidence that apart from exporting

firms, little attention was paid to marketing in general and the marketing concept in

Particular, as the concentrating and differentiating marketing applied by firms

adopted the marketing concept in their business.

Within the adoption of the marketing concept, the concept of marketing
Segmentation is practised indirectly through the scheduling of demand to meet
different needs ang wants, thus maximising consumer satisfaction by the recognition
of thetr attitudes, motives, 1fie style and tastes. In other words, market segmentation is
the recognition of the different composition of the society and its people who have
different attitudes, motives, life style and motivation.

These aspects are recognised in the literature on psychology and Maslow's
hierarchy g evidence of such individual preferences which enhance the role of

Mmarketing in the social sciences. By and large, the idea of market segmentation

technique 1s based on dividing the existing market in such a way as to ensure the
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targeting of different groups of consumers, as each group has common attitudes, needs,
perceptions, life styles, and tastes, by a producer or a firm in their marketing strategy.

As attitudes, preferences, and motivation differ from one individual to another,
this must be considered in any segmentation policy: consequently many criteria are
used to divide or segment the market. In the marketing literature, it was suggested that
different criteria should be considered in segmenting a particular market. Differences
in a product's characteristics, methods of distribution, level of communication,
network development, buying motives, nature of demand, all of these influence these
criteria. Kotler, basically suggested that these criteria are geographie, demographic,
Psychographic and buying behaviour.153 Others suggested other criteria, such as brand
loyalty, perceptual and product usage.l54 However, despite these different criteria
mentioned by different writers, these variables are considered as existing in cach’
category,

The adoption of the marketing concept implies any deliberate steps or action to
Mmaximise consumer satisfaction and in this sense, marketing segmentation is the
policy for maximising market demand by adopting marketing concept initiatives for
Customers either individually or tn groups. Again, recalling the main criteria in
evaluating the practical value of the market segment from the marketeers' point of
view, that is, the accessibility, distinctiveness, size, when satisfied by a market
segment, then all marketing efforts are directed to the market segment category
€conomically and relevantly.

Packaging in this context becomes an important compbnent in the marketing mix
due to the role it Plays with the manufacturer, consumer, and distributor. The sex of the
Consumer often affects the marketing approach. For example, in food products, the
Package Informs the Customer that the content is easy fo cook, and mostly advcrtlsing

I3 directed to housewives. In other consumer products for example, in cosmetics, the
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new trend 1s to concentrate on men as well as women, and the packaging for such
products generally strives to concentrate on male beauty.

s the sex of the consumer is of concern to the manufacturer, the age of each group
becomes important and thus packaging should match this trend or attiftude in the"
business environment. Therefore, age is another criterion in the market segment and
consequently packaging offers an exceptionally clear-cut design to appeal to different
age groups, .

The purpose of an advertisement is usually to convey the most important ideas or
polnts which will help to sell the product or the service. They highlight the interest and
attention without which every advertisement will fail. For children, advertising began
to tap the object in order to attract his interest so that eyes and ears are coordinated.
The plece of advertising is logical and simple and a simple link between the means of
seeking attention and converting it into interest.155

The packaging of chocolates ts designed so that even children find them easy to
oPen. - This provides a clear-cut illustration of how packaging can play an important
role in merchandising. The product's ingredients may remain the same, but the product
s given different psychological qualities, images and appeals through changing the
Packaging to intervene tn a different market segment. By different design, the product
WTrapping attempts to appeal to different ages of consumers by using different graphic
elements, thug introducing the products to children, the young, teenagers and adults.
Similarly, the Producer may segment the market by taking into account family
composition and size. In other words, packaging size will differe in accordance with
differences in family size, the large size for the larger family and the smaller size for ;
the smaller Size family, Furthermore, the above differentiation is applied to family
size, ag families consist of children, young people and adults, and a manufacturer
Within this mariet uses different sizes of packaging, ranging from the small to the

glant pack, ' within such packaging differentiation, different sizes will attract different
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families at different income levels in the market. For example, the small size will
attract the poor, whereas the larger is introduced to attact the higher income. In the
U.K. for example, different sizes of packaging for potatoes are used in an attempt to
appeal to the different segments in the domestic market.

Segmentation in industrial products becomes more complicated as other economic
and social factors have their effect on marketing and these elements are regarded as
important by the marketeer in the developed economies in marketing and t_rade to the
developing and industrialising countries. In fact, segmenting these markets is based on
other elements, such as education or level of literacy, life style, and levels of income, all
reflect the level of economic development in a particular country.

A consumer may prepare himself to pay a higher price for a product in a particular
category because he expects a high quality and better utilisation from the product, but
when prices are the same or there are little differences between prices, then consumers
look to other factors which will differentiate a product from the rest. Perhaps the
attractiveness of outside products may create an incentive for buying after prldng and
quality consideration, Thus, packaging may be the basis for distinguishing a product.
Those who have high social and economic status prefer the quality and the prestige,
Whereas those with lower social-economic status prefer the economy size. So, for the
former segment, Packaging should be compatible with the high quality content, and the
design appeal to this upper class group should be with high quality material, acceptable
colouring ang explanatory notes, whereas packaging for the latter group or unaffleunt
soclety should feature simple quality, more colour and less explanatory material since -
Packaging is not tmportant to this soctal group.156

As yet we have discussed a review providing an understanding of the role of
Packaging in market segmentation largely relying on various elements, such as
Packaging Materials, size, colour, design and graphics. These various elements are used

33 2 manoeuvre for a product incentive and may be relevant in the first place for quality
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judgement n the perception process. Professors Baker and Démel have already
demonstrated for eXample. that the influence of packaging on product quality
perception is ﬁosltive. Their étudy shows that the percepﬂon of potate chiyps'that are
packed in polkyvinyl“bags is that they are regarded as having better quality than those
Packed in wax-coated bags.157 Therefore, adopting this marketing mix as a component
in reaching a seg}nent of a market imposes a separate aSsessment and evaluation of its
implication for preduct qizality judgement and should be considered by the mafketeer
OF producer In reaching a segment concern. | |

The discuSsioh in this section examined the role of péckaglng in realising a
Producer's interest iﬁ ‘rr‘xarketing segméntatien; and b‘efore'that. we examined the
producer's interest in product diﬂ‘erenﬂation in marketing from a packaging point of
view. The conclusion is that most of these aspects were not recoghised or regarded as a
mafketlng tool by the majority of the firms visited, particularly those firms Cngagcd in
the domestic market. Before closing thxs sction. it might be relevant to mention brleﬂy
the role of brand-narning with packagmg. which represents an knPOﬁaﬁf 85P°Ct for the
Producer in his efforts to market his prdducts throhgh a consideration of consumer
preferences, ‘

The dlstances between the manufacturer and the final pbint of éelllng the producf
make it difficult on one hand, for the farmer to introduce himself to the buyers. On the
other hang, consumers for their part have little idea who the manufacturer is. But up to
this point, we understood that packaging represents the feature by which he Introduces
his product ang differentiates it from others of the same category or vartety. Branding
the product Introduces him to the consumer, mfonnlng them that he is the producer.

The "product brand" and the "umbrella brand" are the two branding methods of
Packaging that can be {dentifled and used in the market. In the "product name" method,
the firm's or the manufacturer's name and the brand name are usu‘aily one and the

Same, and the fy) name is put on the product. This is true in the literal sense, but again
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the producer's name is not the consumers concern, in fact only te product is. This
method of branding the package 15 applied by all firms visited in Iraq, and in both
sectors. For the firms in the public sector this is due to official legtslation and is
convenient in mfonnxné the public that a particular firm is the producer, but for the
firms n the private sector, the researcher believes that the influence of social and
cultural factors is behind the use of this technique. It is prestigious to mention the
Producer's firm or even his family, partly because rich families are involved in
business and this stil] has its effect in the soclety's culture. Only three firms in the
private sector out of ten in the sample used the second method of brandtng |

The second kind of brandtng the packaglng namely the "umbrella brand" is mainly
used nowadays, which makes it easy for the consumer to remember or recognise. Using
a single name to cover a product or a group of products for one producer or firm is a
method widely used in advanced economies. Thus, the brand of the package may not be
ldenttcal to the Producer’s name and still continues due to various unportant factors.
These factors depend on the environment in which the business is done such as a firm's
Or producer's marketing objectives, the nature of the product line, and the market
conditions, The image which surrounds the brand governs the fairness of using the
umbrella-brand, and this urtage consists of the public perception of the firm, the
Product or its brang and the subjecuvc 1deas of the ﬂrm or producer. Such aspects
should be strengthened in the market as it is cruclal to business success: moreover,
when a strong image 1s developed, goodwill is implanted in the market and this
Tepresents a solid basis for a future take-off, all of which is an attempt to mtrepret the
Producer's interest, Ttxus theother interests should be added, in other words, the
producers Interest Is product differentlation market segmentation, and product
bmnding In general, the varlous tools of packaging which are regarded as instruments

for the effective use of packaging for the above purposes are regarded as incentives in

676



' 1
Product or packaging stimuli, whose range of effects may be affected by product quality
Judgement. -
: . ‘ 1s of
The next discussion will consider the relation of packaglng methods to channe

. : hat the
distribution, which represents the second aspect of economic packaging t
researcher will address.

8.4.3.3 Channels of Distribution and Packaging

The tmportance of packaging and its consequent effect on economics emerged with the
development of the supermarkets, particularly in the developed countries, but such
effect in developing countries is not highly appreciated due to the widespread use of
mint-markets rather than super-markets. To the extent that packaging may fulfil the
manufacturers needs, also packaging is concerned with the distributors through their
handling, loading, unloading, and storing the products. When the package is of high
quallty and well protected, this wil gtve peace of mind to the owner, whilst the produce
Is In the warehouses. In other words, when the products are well packed, distributors
will be able then to organise and arrange products they deal with, with higﬁer
efficiency. 1t will also be economically beneficial in terms of space utilisation since a
distributor's concern s his ability to store and display the packed products as
compactly as he can, For the distributor or middleman, the high turnover of produce
and eflicient floor space organtsation, together are related to economics in terms of cost
saving, .
The latitude of space and optimum efforts of its utilisation glven by the distributors,
even retatlers, a high priority in order to gain other economic benefits and values in
Rumber and size of the package. | This concern is highly appreciated in the city centres’
Where supermaricets attempts nowadays to deal with a large range of products so that
they keep housewives or shoppers in general doing their shopping under the same roof

rather than going to another place.” In fact, supermarkets bggan to sell household
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Products in addition to foods to encourage consumers to buy a wider range. But all these
efforts may be utilised efficiently through the use of spaces and store sh'elves. The need
to maximise space utilisation by distributors for standardised outlets is crucial.
Compactly packaging as much as possible will be achieved when packages are designed
in the right shapes and sizes. This will ensure by shape and size a fixture utilisation.
By and large the packaging convenience is not only for the consumer but also for the
distrubutor when volume of sales and profit per a fixed space is high when package and
fixture achieved this together. Efficient péckaging and proper pallet design will reduce
cost of d_istribution and finance as well.

Packaging durability 1s tmportant for all kinds of manufactured products,
consumers or industries. For foods, packaging has become important not only for the
distributors but for the retaflers equally. The spoilage of food containers may cause
damage to other Packages in the same pile. When unproperly packed they may fall
upside dowﬁ and will cause inconvenience for the retailer or seller and thus he will
develop an adverse perception of such packaging to its manufacturers. In other food
products, containers may be heavy like those in margarine or oil, which, if they fall,
may endanger the whole pile of other packages, moreover causing packages to be broken
and made filthier or contaminated. To avoid any such consequences which represent
losses from such insecure piles of products packaging nowadays is designed to prevent
such inconventence to the manufacturers. Packaging is also designed to be eastly and
Compactly stackeq, 158

The researcher finds that no care was paid to packaging in the firms visited, and the
Visits to ‘the warchouses gave the impression that the above incidents commonly
happen. For €xample, a stack of tine of margarine were filthy due to improper sealing
and some of the produce reaching retatlers' shops was dented, even broken, and one
Cxpected a Package of 10 kg. to fall down or disintegrate. From a marketing and

distribution point of view, the wooden boxed dates may increase the speed of handling
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and time reduétion for loading and unloading and (with mechanical handling
equipment) offer savings in the dates industry, in general, both in developing countries
and for developed countries, where labour costs are high. For distribution and retatling
efliciency, manufacturers now design the package to facilitate handling, opening,
movement, marketing, and finally, even to prevent theft. Moreover, to make the
display of the products more attractive along with packaging, shelves are neatly fixed
and fixtures holding the forward stock, all of which make shopping less boring and
more interesting for consumers. All of which is to realise that the consumers latent
wants are not satisfied with complacency. This represents a shift from the traditional
method of selling and gives way to the new idea of self-service in almost every trade. In
recent food trade, self-service product§ most frequently sell themselves. A consumer
doing his shopping does not need the traditional shop assistant, freely choosing,
collcctlng and with a basket or trolley, carrying his own goods. Therefore, the more
attractive the Packaging, the more likely that product is to sell itself. These aspects are
still lacking in the domest1¢ market in Iraq. ‘

Packaging has become an integral part with the technology, in the supermarkets
and other retai outlets, with self-service vending machines in public places. It has a
vital role in getting the produce to selling points. In other words, the promotional
appeal for selling by packaging has become the cornerstone of all self-service aspects.
The Promotional appeal of packaging gains its importance from the package colour,
distribution Outlets, shapes and fhe trade mark, all of which are manipulated properly
to strengthen the promotional policy and ability in developing the maximum
impression on the consumer, ,

The third aspect in the economics of packaging which this section is dealing with, is
the promotiona) appeal of packaging to consumers, that is how packaglr}g identifies

with the Interest of consumers. Aspects éoncerning packaging with consumers such as
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Its convenience, information, and packaging protection for the product to ensure safe
consumption, will be discussed in the next section.

8.4.3.4 Consumers and Packaging

The consumer nowadays is well aware of the packages content and his beltef tn the
Information provided by the manufacturer is crucial to his buying the produce. Thus,
most producers encourage the purchasing process by advertising what the consumer is
concerned about, even though a large distance separates the consumer from the
manufacturer. In fact, the tnformation found on the package is the means of
communication for the manufacturers to address the consumers. Thus, the latter will
try to be sure about the information for himself since it is crucial in making his
purchasing decisions, Moreover, government legislation was introduced concerning
the availability of certain information on the package. Advanced countries'
governments, since the beginning of the 20th Century, stress the information
concerning the content, particularly in the food industries. According to these
regulations, details of information about the content nature becomes compulsory. In
the US.A. for example, the law of Federal Meat Inépection Act eventually led to the
Federal Food and Drug Act of 1938.1592 The aims of such government restrictions 1s to
Protect consumers from substandard package content in order to maximise consumer
Satlsfaction. In fact, the concept of consumerism was due to the lack of product
Information for consumers' use which may deter him in making his buying
declsions, 160 Thus, the concept of consumerism 1s the essence of the marketing concept
rather than it malfunction. The term 'consumerism' is a broad one. generally
referring to activities having to do with consumer welfare, and involving consumers,
legislative activities, agencies and businesses. ' Consumerism 1s an appeal for the
Producer to know what the consumer realities are. Sometimes a manufacturer,

Particularly in the developing nations, has made an eflicient effort from his side to find
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out, realise and apprectate consumer needs and life style to maximise his satisfaction.
In such circumstances, consumers are unable to make a fair assessment due to the lack
of information. In brief, consumerism is 'the counter act of consumer neglect by the
producer. Thus the marketing concept and such shortcomings are not compatible,
There ls No need for the marketing concept if the consumerism concept is working, but
consumerism should be the target for both concepts.

The accurate information about the containers which consumers are keen to hear is
Important in the commercial bustness. This aspect is part of the adoption of the
marketing concept, if all consumers are informed and getting the message, it is the
fulfilment of the marketing concept. But we have to understand that this will not be
achieved in a vaccuum and in practice this is not the case. In fact, this depends on the
level of communication and network development. Therefore such achievement, to
Some extent, depends upon the level of the economic development. Within the advanced
economy the communication network is advanced and one may expect that
information i received by a high proportion of consumers and vice versa. The
Judgement then 1s that the économy as a whole reflects the importance of consumer
Positions.181 g tpe compulsory information required differs from one country to
another, and because of the underestimation of such concepts in Iragi law, we leave the
matter open,

The emphasts of governments throughout the world by their legislation concerning
the avatlabiity of compulsory information on the packages stems from the belief by
oflicials that such important information gives great help to consumers in maklng
their dectsions anq Judgement towards product qualities and utilisation.

In the firms visited, only five firms, two of them in the private sector, spoke in
favour of written information on the package. but all the five firms are involved in
€Xport activities and as such, action could be imposed on them by the foreign

legislation, Also, with the general negative attitudes in the domestic market towards
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information concerning the packaging and products, it seems that its effect on the local
consumer behaviour is negligible.

As a final consumer, the researcher believes that in the future, due to the higher
level of people's education, higher life expectancy and increased knowledge of nutrition,
the information written on the pPackage will play an increased role in the consumer's
decision to buy. Ina study carried out by Lenahan, he finds that twenty-six percent of
the samples in the study see the label of the products, and sixteen percent understand
the labelling, and nine percent claim to use the label at least once.162 The abave results
Support the researcher's point of view that information has its effect on the decision to
buy in the advanced nations, -

Not only does the written information, needed by consumers on the package reflect
the role of packaging, the role is important in the case of consumer convenience when
the package is easy to dispose of, handle, store and particularly in the home, easy to
oPen and close. These conveniences are tmportant in food products, particularly when
a package may be used many times, as with margarine, tomato paste and other
foodstuffs.” Such conventence is desperately needed by housewives, particularly the
working women or those with big famtlies. Convenience is achieved when packaged
foods are light ang sufficiently easy to be carried by hand. The buying of 4-10 pounds
of rice is easter to carry and store at home with little space, than buying a sack of rice of
100 pounds welght, although the latter is niore economic in terms of money saving.
Other Products, such as salt or toothpaste are manufactured in such sizes as to provide
Convenience in Landling. The researcher believes that a place utilisation may not be as
Important ag ¢asy handling in developing countries where sizes of families are bigger
than those in the developed countries. Also the style of living of the former is different
from the 1atter (namely in house design), thus place utilisation is less cruclal and this
mMay encourage people to buy sacks of 100 pounds welghf as thcy gain an economic

benefit. This 15 obvious in the buying habit of Iraqt families as they frequently constst
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of a large number of individuals particularly when buying the main staple foods such as

sugar, rice, flour, potatoes and onions. ‘The package dimensions also become important

for housewives, when for example they complain #bout the tall cereal boxes many years
ago for their inconvenience in storing them upright.. Since then the package has been
modified so that it fits the normal shelf. Many firms, for example, attribute the market
success of their products to management's close attention to packaging. Heinz, H.J.,
Company ascribes much of its success in its product mix to competitive packaging.
Each season the company evaluates consumers’ needs, their changing tastes, and its
product Positioning and then evaluates the effectiveness of each of its packages in
communicating the product message. 163

Opening or closing the package is another dimension that a manufacturer neatly
uses. The easy removal of the package lid is another example of modification for
consumer convenience, A manufacturer of canning food for example, may use a glass
Jar or tube filled with tomato paste. Also, in the soft drinks nowadays they use
aluminium tins in marketing their products whereas, two decades ago, they
concentrated only on glass bottles with lift-off caps. rather than being concerned with
the convenience of packaging. Their new style of packaging is characterised as
unbreakable, durable and safer even for children from any broken glass wounds and
also because of its light weight. Innovation applied in changing the shape and the use of
Packages can make usage in the kitchen easier. By using the flip top canning,
consumers haq to use a lot of effort to dpen the tin conveniently. Howeycr.jars. bottles,
Or containers may be opened by screw-top and so thelr adoption has become
Widespread, Thyg technique is widely used in other industries such as chemicals or
Cosmetics when g heavy container is similarly to be found in terms of a ring-pull
covering device, or conversely an easy locking system when the package is not in use,
all of which are efforts concerned ultimately with the consumer's convenience and

making the Product dispensation easler. Moreover, the package Is widely decorated and
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graphically fllustrated to help explain how to use the contents. Other innovative
techniques used almed as easier use are adopted such as squeezing bottles, tear tops and
pouring spouts, | » ‘ |

In the developing countries, tlrne is needed to adopt these techniques. Moreover,
incomes }lave l)een mcreased.‘ and consumers appreciate the advantages of packaging
and are ﬁrepdred to pay for it,164 just as these techniques are widely used and
encouraged by the substantial increases in consumer income, awareness and
dcvclOlJment in the lndustnellsed societies. In those developed societies, as education
level has increased, working women have increased rapidly, with tncreases as in
Income which encourages them to pay and spend more on itexns with packages that
eliminate time spent on cooklng On their side this encourages manufacturcrs to use
their talent and enterprise by preserving other natural agricultural products such as
cauliflowers, Peppers and green beans or mixing them together in tlnned form., Agaln
the concentration on the quality of the package as well as the quallty of the contents are
c°Tlll>1cment:=1ry to each other We were thus enabled to judge that the domestlc
packagmg lndustrles in the firms visited are lagglng far behind in this respect. In faCt
Proper packaging will reduce losses and prevent the ingression of rorelgn organisms
which al‘l'ect the products odour flavour, contamlnation and degredatlon Moreover.
the quallty of the package will keep the product in a good conditlon for a longer period
and prevent any possible chemical interaction between the contents and the package
cover, e.g. from rust Avoldlng such undesirable consequences will improve a product's
tmage, preserve quality and durablllty Such precautions seem very ell‘ectlve agatnst
Quality deterioration under severe weather conditions. With temperatures in Iraq
reaching 50°C or more tna length summertime, food deterioration is a maj or rlsk if the
quality of the package Is low. Moreover, in the Souther reglon, humldlty ts very high,
u“‘s many granular or powdered products may be cake badly under such conditions.
Therefore,

Dackagmg should prevent moisture penetratlon to prevent quality
deterloration.
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The research findings tn Marketing of Dates Case Sudy show that quantities of
dates exported in wooden boxes is the least popular export packaging whereas these
boxes proved the most convenient containers for protecting the product from damage,
from high humitidy, high temperature, contamination and could also lead to improved
quality control, particularly when a consignment has to be stored for a period of time
before its distribution to the final consumers.

The researcher believes that to achieve some of the above objectives concerning food
product deterioration, and correct packaging material, it is necessary to integrate with
other efforts such as cold storage facilities and improved transportation services,
consequently achleving integrated distribution with minimum losses.

In general, the above suggestions such as high quality packaging material,
packaging dimensions, ideas such as ring-pull and flip-top lids will enhance the effect
and improve the image of packaging, fulfil the consumer convenience needs, and
iImprove the product quallty, all of which represent the adoptiqn of the marketing
concept, a requirement highly needed to improve the images and dimensions of the
Iraq! food Industry in the domestic market and abroad. This image needs intensive
effort by giving marketing more attention. The marketeer should therefore regard
packaglng as a vital component of the marketing mix, and as an element of the product
which 1s designed in a way that satisﬂes consumers needs, producers' objectives, and
distributors ambitions. However, such stimull must be combined with other efforts
which help consumers in making their purchasing decislons.

Thus, the €conomics of packaging reflect its multiple role in the business -
énvironment, to consumers on one side and manufacturers and distributors on the
other. On each side, packaging fulfils mutual interests through its various elements
such as design, material and size which highlight the interest producers, distributors

and consumerg simultaneously with overall benefit to the national economy.. .
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8.4.4 Packaging and Marketing Potential
Packaging has become an irnportant function due to recent changes in distribution, 1t
has become an important part of the marketing plan. It contributes to a reduction tn
selling efforts as the self-service system is becoming increasingly popular in Iraq. The
design and packaging of products in Iraq today is not considered adequate for
commercial markets A new policy of packaging which gives Iraqi PrOd“CtS
considerable flexibility to compete, is needed in the long run and beliefs concerning the
consumer-oriented nature of packaging research should be practised. Production.
innovation and product development is essential in modern food markets. The
marketing approach towards design of packaging has undergone substanttal changes in
the last decade, Good packaging should therefore be appropriate to the product in terms
of user's subjective expectations. 165

Managers should be prepared for the time when marketing executives recognise the
full potential of product development Thelr decisions should be based on scientific and
accurate research Packaging innovation is a means of avoiding declining sales, or
attracting new customers and thus widening the market. Packaglng can improve the
Image of the product and thus increase its appeal to the consumer. Also, more
customers might be attracted if the package is designed in such a way that it can be re-
used. For example, glass containers for date syrup and vegetable oil might also be used
88 preserving jars. The Iraqi consumer {s more likely to think that he is getting value
for money ang therefore more likely to buy the product agaln. Packaging flour tn
smaller packs of - 3 kgs which include chemical preservatives, might increase demand
for this Product. 1t is a simple mnovation but one which would probably be very
effective in terms of attracting new customers. Further. rnultiple product packaging Is
convenient for both the producer. retailer and ‘consumer (espectally those living in

more remote areas) It can thus lead to new price policies. since handling costs are

reduced throughout the distribution process.168 Research is requerd to understand not
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only the buying habits and attxtudes of consumers, but also the nature of the market
and demand for products. It is also required as a means of determtntng where there
might be potential demand in the international as well as domestic economy.

Marketing innovation is influenced by technology and the physical sciences and by
diverse soclal changes. Basic technological and social changes combine to generate new
areas of innovative oppertunity in marketing. Innovation occurs in the market tn two
areas, in product and SCrvices develdpments‘ and In the facilitation of marketing
Processes.167 The anthropologist, H.G. Barnett, defines innovation as "Any thought,
bchavtodr. or thing that ls new because it is qualitatively different from existing
forms", 168 Sociologist, Everett M. Rogers, broadened the concept by defining it as "An
Idea percetved as new by the individual",169 Profit-making and the satisfaction of
consumers’ wants and needs is a product of interaction between manufacturers and
final consumers, Thus, the main factor determtning‘ proddct development is consumer
demand. c°num,°u; research into, and adjustment of, information regarding ‘the
latter 1s at the heart of product planntng and a means of finding potenttal
customers,170 These functions may mean new uses for, or tmprovements in, existing
products, or they rnay mean that new products are created

Iraq, as stated earlier, is characterised by government control and low levels of
competition with most Industries based on import-substitution. It ts not likely that
Innovation wi take place under such circumstances. Competttton has long been
viewed as a force which leads to potential solution rather than frustration.17! The
market tends to look to the government for gutdance rather than to consumer
pret'erences Hence. only three of the thtrty firms visited engaged in new product
development. Also, the absence of specialisation and divided responsibilities within
firms could be another factor inhibiting product development.172 But a firm's size does
Not. In practice, appear to be a problem, certainly not a bar to sensible packaging. As

OUT survey shows, seven firms regarded changing the quality of their product as
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innovation, i.e. improving their existing products, the last product being launched in
1979. Ten firms also regarded changing the product's container as new to the market, or
as Innovation, the last product was launched in 1978. Three other firms had not
launched a product for more than fifteen years. Seventeen out of the thirty firms
appeared to blindly follow existing innovation. Where changes in product and package
had occurred, it seemed to be as a result of supply rather than consumption needs, a
result of market strategy rather than market research.

Trade embargoes with certain Western countries which ended in the last twelve
years, as a result of political differences, mean that Iraql equipment is not highly
developed and is characterised by low productivity. Technological change affects
market structure, Major innovation often brings new firms to the fore and displaces
laggards.173 Large sums of money have been allocated to the manufacturing sector
since 1973. Most contracts are signed and executed within the Communist Block, but
most of these projects have not helped the pi‘ocess of economic growth as expected. As a
result, Iraq has now begun to increasingly use Western talents and skills but without
any change in its political system.174 Therefore, poor quality is another handicap for
the development of Packaging in the food industry. In fact, six out of twenty-one firms
ha"’-“ﬂ Droblems‘ in launching new products stated that the poor quality is an cobstacle
to the launching of new products onto the market. This is particularly true in the case
of dates, But low quality is itself a consequence of other factors. It can for example, as
stated before, be attributed to lack of competition. It is generally the case that when

demand for product falls drastically, managers prefer to withdraw it from the market

rather than to look into the cause of its decline.
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Conclusions

Despite the huge investments by the Iraqi government in the food products sector,
higher levels of production have net been attained, due to lack of managerial skills and
experience. Managers aim ‘for production but lack of information resources proves a
major drawback. Iraqi firms and businesses have to recognise that packagmg does not
end with the pack. The right package may improve the product and the value of the
product itself, Firms conducting marketing research should involve the concept of
product research, New uses for existing products should be investigated. The product
may have an a.lternative use. Iraqi firms need to analyse packaging as in any glven
market, consumer hablts change and retailing becomes more modern. In other words.
there should be more alertness in terms of innovation. Information that ls’out-of-date_
about consumers can adversely affect executive decislons in the future. o
Positive steps should be taken to enderstand Iraqt consumer opinion. A whole
range of things can be done from eflective ixnplementatlon of produet development
Projects to placing more. aftractive labels oh cans. Store.owners have, fer‘ iqstance.
indicated that Iraqi women prefer canned tomatoes with a red r;tther than blaek labe1
and prefer ofl to be in tall father than squat jars, under the impression that they
contain more, | 7
The absence of supermarkets in the country means that domestic manufacturers of
Packed foods are slewer in their iﬁinkmg about package design accordlng to consumer
Wants and needs. Supermarkets and "self-servxc’e" in Western countries play a crucial
role In the marketing of‘ food products. sepermarkets need containers that ease the
retall ang wholesale haﬁdling "/rhe vital selr-selling functions which the package then
acquires are becoming fully recognised, but Iraql firms are generally adapting SIOWIY
Packaging 1s perhaps the most cﬂ'ective means of adverusing a product as it reaches
more people than any conventlonal type of advertising. The deslgn of the package
should be clearly related to the product inside and all visual surfaces shOUld be used

Including date of expiry and so on. No matter how effective advertlslng mlght be, it Wﬂl
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not achieve its objectives unless the'product is widely distributed and displayed
properly. The aim of advertising is to attract a potential customer at the time and place
at which the sale can be made.

- The Iraqi food industry requires more attention given to all aspects of packaging. If
new products are expected to be launched in the market, packaging components should
be considered to obtain the ultimate benefit for consumers, producers. and distributors
Research is needed to evaluate how such aspects ai'i'ect the Iraqi consumer as well as
Involving the possibilities for the introduction of new products More government
intervention and eﬁ‘ort is needed to ensure the success of the package cornponent such
as inrormation required meeting safety regulations and nutrition standards, in order
to improve product Images in foreign markets and better communication with
consumers overseas. It is vital ior executives to understand that packaging _and
p"°t°c“ng products contributes to effictent distribution. Packaging is also
COmplernentary to other marketing functions such as advertising branding. etc. Thus
research {s needed to help in the promotional irnage and degree of dil‘i'erentiation This
Is vital for example for the dates industry, which is facing i‘lerce competition from
°th€l' producing countries In fact, most executives in the i‘irms visited failed to
percetve the irnportance of packaging as an element oi' the promotional mix.

The Tesearcher belleves that executives in the Iraqi food industry should be
Prepared to adopt practices relevant to their industry in the light of changing shopping
habits and social attitudes in Iraq society, and the ei‘iects of Westem technology and
tl'ilClltions Such concepts should be taken into consideration in a changing society.
Apart from the basic use of packaging for product protection. many other factors should
be Considered, such as ease oi‘ distribution. product promotion shopping habitS.
Increasing Cmployment of women, the extended i'amily. and the introduction of

s'Jl)ermarkets The problem of education and training people with the skills which will

be demandeq 15 a perpetual problern The need for education in marketing exists for a
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Prosperous food industry. Only now is there the beginning of an effort to educate and
train people in management in general, although this task will take years. This
supports the fourth paft of our hypoihesxs {c) which we introduced in Chapter7, together

with other factors, namely migration, income level and religion.

Summary

This Chapter atms to asséss the extent to which the marketing concept is implemented
in the firms surveyed in both the public and private sector of the agricultural food
Industry within their orgahisatlonal structure, by investigating the use of certain
marketing tools, Whlch m the researcher's oplnlon. constitute the most important
functions a modern ﬁrm should practise.

The absence of marketing specialisation in most of the firms visited is clearly
Indicated. As a result, some of the marketing functions are practiced by executives with
No experience of marketing. In addition, where no marketing department existed, the
marketing function is practised by other departments. In 40% of the firms visited, the
marketing function has been assigned to a niarkcting specialist. The serious shortage
of marketing-oriented executives seems likely to continue for some time, Generally,
the Iraql firms visited stil lag behing in organising marketing functions compared
With firms in the developed countries. Thus, the need to rebuild their organisational
structure, their Image and their attitudes is crucial, since production orlentation
dominates the approach of most of the executives in the firms visited.

The link between Industrialisation and marketing functions such as research is
Very weak. The situation has led to minimising the effect of any research and emphasis
On the need for marketing orientation is needed in all educational organisations such
3 universities ang governmental departments and is particularly necessary for central
Planners. More efforts should be exerted, especially by the government, through its

appropriate organisations. Government intervention will not hinder marketing: on
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the contrary, it will improve the marketing system generally if certain measures are
taken which we shali mention in the next Chapter.

These changes will continue to be the main objectives which should be implemented
in practice in the Iraqt food industry in particular and in firms in other sectors of the
economy in general, This process will not be achieved overnight, blft over a
considerable period of time. It is not necessary to start from scratch and simply copy
the methods employed in the developed countries, but to start from the current position,
benefiting f;'ofn their experience, adopting only what is suited to ghe Irgql ¢ultural

structure,

L : * Indin; | submits a
The next Chapter provides a summary of the research findings and SUb

number of recommendations.
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