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MARKETING ECONOMIC DEVELOPMENT
INTRODUCTION

Economic development in the United States
has come to mean an attempt at equalization of economic
opportunity for the total population, wherever residing,
through creation of additional opportunities for
meaningful employment, Economic development has been
defined by the Economic Development Administration, U.S.

Department of Commerce, as:

".ee a continuing process of area self-aznalysis,
planning, and actions to create a new economic
activity, and improve community facilities and
services... the development process involves
the establishment of development goals, the
identification of actions to reach these goals,
and the organization of local citizens to do

the job on a continuing basis."1

1U.S. Department of Commerce, Economic Develop-
ment Administration. Area Overall Economic Development
Prozrams (Washington: U.Se Government Printing Office,
1969), p. l.




Economic development planning has tradi-
tionally been concerned with improvements in public
works, conservation or exploitation of natural
resources, improvements in public or social services,
and major programs to study, analyze and promote the
environment of a given arez,

During the 1960's the national focus on
economic development turned inward to underdeveloped
regions and communities in the United States which
contained pockets of poverty in the midst of national
affluence. Numerous federal programs designed to
foster economic development have been established.

They require the preparation of complete and compre-
hensive overall economic development programs. Few,

if any, provide specific guidelines on how to achieve
fhe objectives of economic development planninge.

There is a paucity of information and guidelines to the
planners and managers of economic development on how
to effectively market their product to realize the

true objectives of economic development,

The purpose of this study is to illustrate that
marketing economic development is analogous to marketing
goods and services, and to suggest applications of the
marketing concept to economic develorment. The aim is
to supplement the existing literature on methods and

procedures for preparation of overall economic



development programs,

The term economic development is a description
that implies increased industrialization of a region or
an area., Industrialization provides job opportunities
and the resulting increases in income. The planning
objective of economic development is to attract
industries that will provide these increased job oppor-
tunities and through the economic multiplying effect
increase overall economic welfare,

Public economic development planning by region
or area is a relatively new phenomenon in the United
States. The several states have organized economic
development planning groups to take advantage of the
numerous federal programs that provide for full or
rarticipating funding. The formation of regional,
area, city and community development groups has been
encouraged and under some federal programs required for
participation.

The concepts of marketing have been almost
totally neglected in the literature on economic develop-
ment. The result has been that economic development
Planners are handicapped because they are not respon-
sible for nor do they participate in the developmental
phases of economic development. Marketing has matured
from the analysis of planning and decisions made at

and by corporate level managers who are charged with



the reéponsibility of not only planning but also
development of the programs.

The application of the concepts of marketing
to economic development has been commented on by a
senior official of the Economic Development Adminis-
tration. He said:

"eoso if we can market a foul tasting mouth

wash with the concept; that the worse it

tastes the better it is for you, then we

certainly should be able to market higher

incomes, more material goods and a better

way of life to both people and companies."2

The data reported in this study are the result
of research of the literature on economic development
and marketing in the United States. The approach is
to review the backgrounds of both economic development
planning and the development of the marketing concept,
and to illustrate several parallels between marketing
goods and services and marketing economic development,
The suggestions for the application of the marketing

concept to economic development planning are supported

2

Letter from Dr. Pat Choate, Director, Mid-
eastern Region, Economic Development Administration,
U.S. Department of Commerce, April 22, 1971.



by the following studies:

a, A study made on primary locational factors
of firms that located in the State of Oklahoma
during the period 1959—1969.3
b. A survey of businessmen in Norman, Oklahoma
to obtain samples of products that are sold in
Oklahoma but manufactured in states other than
Oklahoma,
c. A survey of U.S. Government agencies, State
of Oklahoma agencies, finance companies in
Oklahoma, banks in the Oklahoma City, Oklahoma
SMSA, and banks located in major cities outside
Oklahoma to determine possible sources of
financial and marketing assistance.
A summary of the background of economic develop-
ﬁent planning in the United States and a summary of
the development of the marketing concept in the United
States is contained in Chapter I. Economic development
planning is traced from the early studies made by the
New York State Commission on Housing and Regional

Planning in 1926 and the establishment of statutory

3Samuel Ben-Zvi, "Locational Determinants of
Manufacturing: An Econometric Model for Oklahoma®
(unpublished Ph.D. dissertation, Department of
Economics, University of Oklahoma, 1970).



economic development boards by the several states.,
The marketing concept is traced from the early 1900
era of commerce and trade in the United States to the
change in the emphasis of marketing that focuses on
consumer satisfaction.

The analogy of marketing goods and services
and marketing economic development is contained in
Chapter II. Several parallels are shown under the
broad categories of conceptual, strategic, managerial
and operational. They demonstrate that exactly the
the same types of analysis precede attempts at economic
development as precede the introduction of a new
product.

A suggested approach to marketing economic
development is contained in Chapter III. The chapter
builds on the prior chapters in the study that contain
the backgrounds of economic development planning and
the marketing concept, and the analogy of marketing
goods and services and marketing economic development.
The emphasis in Chapter III is on analysis of the
external and internal environments. In the analysis
of the external environment, the key factors of
industrial locational decisions are reviewed. They
are grouped under marketing and physical distribution
oriented wants and needs, labor and public oriented

wants and needs, and other least-cost oriented wants



and needs. In the analysis of the internal environ-
ments several candidates for marketing targets for
economic development are suggested. The sources of
financial and marketing assistance for the four
market target segments are discussed.

The primary factors that impact with the
greatest force on successful economic development are
identified in Chapter III as the logistics factors.,
Because of their importance, therefore, the logistics
aspects of marketing economic development are reviewed
in Chapter IV.

Logistics considerations have been determined
to be the primary factors of successful economic
development because through logistics the intra-regional
and the inter-regional physical, economic and temporal
;onnections from producer to the marketplace are
provided. The logistics environment, including
resistances, is analysed in Chapter IV and the importance
of logistics-related environmental adapters to marketing

econonic development are demonsitrated.



CHAPTER 1

PLANNING FOR AND MARKETING ECONOIIIC DEVELOPMENT

Introduction

This chapter contains a summary of the back-
ground of economic development planning in the United
States, a summary of the development of the marketing
concept in the United States, and lays the foundation
for illustrating the analogy of marketing goods and
services and marketing economic development in Chapter
1T,

The broad guidelines that have been used for
economic development planners are analyzed. The back-
ground of economic development planning begins with a
New York State Commission report on resources and
land-use trends. The background of the marketing
concept begins with the developers of marketing thought
and describes the development of the marketing concept

in the United States from 1900,

Economic Develovment Planning-Backeround

Since the early 1900's economic development



planning has followed eight subject outlines:
l. Design of a master plan of public works,
2. Controlled and classified use of private
properties according to a general zoning system.
3. Programming of public improvements.
bk, Scheme for conservation or exploitation of
natural resources (land, water, minerals).
5« Scheduling of public or social services
such as education, health, and recreation.
6. Development and promotion of agricultural,
industrial, and commercial enterprise,
7. Management planning on such subjects as
fiscal programs, reorganization of govern-
ment functions, and administrative programs,
8. General governmental research.
These broad subject outlines have been sufficient to
classify, re-classify and file among them the tracings
of the histories of economic development of almost
any region of the United States. They are too broad
to work with, meaningfully.
In 1926 the New York State Commission on

Housing and Regional Planning published a historic

1Albert Lepawsky, State Planning and Economic
Development in the South. National Planning Association
Committee of the South Report No. 4 (Kingsport:
Kingsport Press, Inc., 1949), pp. 1-2.
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report which combined an inventory of the state's
resources with a description of its land-use trends.
This report is frequently cited as the first
*comprehensive" state planning report since Jefferson's

Notes on Virginia in 1782.2 When Franklin D. Roosevelt

succeeded Alfred E. Smith as Governor of New York in
1929 he was able to use the experiences and studies
of the New York State Commission in designing his
legislative plans for economic development of the
State of New York and subsequently that of the United
States. In an address at the Oglethorpe University
in Atlanta he said:

" We cannot review carefully the history of
our industrial advance without being struck
with its haphazardness, the gigantic waste
with which it has been accomplished, the
superfluous duplication of production
facilities, the continual scrapping of
still useful equipment, the tremendous
mortality in industrial and commercial
undertakings, the thousands of dead-end
trails into which enterprise has been lured,

the profligate waste of natural resources.

2 Ibid. ppo 8"90
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"I had the opportunity to do something about
it in the most populous State of the Union...
so, after somewhat of a tussle with a
legislature that did not understand what it
was all about, after two years, we persuaded
the legislature to initiate a survey of every
one of the thirty million acres in the State.,
As a result of that survey, which is still in
progress and will take another four or five
years to complete, we shall know in at least
one State of the Union what every acre in
that State is most suited for,..at the same
time, in making this survey, it was just as
easy to mzke it a survey of human and social
needs as it was to make it a survey of
merely soil and trees and streams...

"We are starting something absolutely new,,.
You cannot possible make a plan and seek to
attain big objectives for the State of New
York that would apply in Georgiz, or vice
versa, There are all kxinds of planning, not
just forty-eight plans, but probably a hundred
of them, all of which should be tried out,

3

some of which will succeed and others...fail."

3Public Papers and Addresses of Franklin D,
Roosevelt (MNew York: Random House, 1938), I, p. 642,
111, pp. 19%4-195.
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In December 1933 the U.S. Public Works
Administration and the National Resources Planning
Board offered to allot federal funds to states for
employment of consultants if the Governors of the
several states would give the following assurances:

l. Appointment by the Governor of a non-

paid state planning board.

2. Sponsorship by the Governor of legis-

lation to make the board a continuing agency.

3. Assignment to the planning board of

drafting and stenographic staff from existing

state agencies or on the basis of an appli-
cation made to the Civil Works Administration.

L, Development of a planning program

including an outline of specific studies to

be undertaken, such as a land-use study, a

ten-year public works program, and possibly

a study for the integration of the transpor-

tation system within the state,

5. Suggestions from the Governor or the

state planning board of a qualified planner

to direct the work.,

6. Willingness on the part of the Governor

to appoint the planning director or the

chairman or the state planning board as the

state's representative on any regional or
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interstate planning committee that might

be created.

The southern states responded to the offer.
Table 1 shows the date each southern state created
state economic-industrial development planning boards
and the federal appropriations alloted to each state -
during selected early years.

The early accomplishments of the state
econonic development planning boards were primarily
in the fields of research investigations and surveys.
The Louisiana Economic Development Committee reported
in June, 1937:

“So far, the great bulk of planning work has

been on the survey side. Ninety percent of

2ll reports submitted deal solely with

accomplishments in the field of research

investigations, studies, correlations of
scattered information, map making, charting
and graphing. The value of these accomplish~

ments 1is a real and important one. A

tremendous amount of information has been

brought together, much of it has never
before been available; much has been

available only in piece-meal form. For the

lkLepawsky, pp. 13-14,
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TABLE 1

Date Statutory Economic Development Boards Established
in Southern States and Amount of Federal Funds
Appropriated for Economic Development
Planning Assistance

Date
Statutory Federal Federal
State Board Funds Funds
Created 1938-1939 1941-1942
Alabama Sep 1935 $ 8,500 $10,000
Arkansas Feb 1935 15,000 20,100
Florida Jun 1935 25,000 25,000
Georgia Mar 1937 15,000 20,500
Kentucky Apr 1934 5,000 cecsae
Louisiana Jun 1936 25,000 30,000
Maryiand Dec 1933 10,000 9,900
Mississippi Mar 1936 20,000 25,000
Missouri Jun 1935 5,000 5,000
‘North Carolina May 1935 7,500 cessee
Oklahoma Apr 1935 35,000 10,000
South Carolina Mar 1938 12,500 10,600
Tennessee Feb 1935 25,000 55,000
Texas kar 1935 33,000 vessee
Virginia Feb 1938 24,000 52,570

Source: Albert Lepawsky, State Planninz and Economic
Development in the South. National Planning
Association Committee of the South Report No. 4,
{Eingsport: Kingsport Press, Inc., 1949), pp.

-"‘15l
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first time, we are enabled to see the many
relationships that exist between what have
hitherto been considered different kinds of

5

facts."

Economic development planning, for the sake
of planning itself, led to competing ideas among
state and federal planners and the means to activate
plans into meaningful economic development projects.
The Association of State Planning and Development
Agencies posed the problem when in 1947 it reported

that:
®ees discussions with those directing the

work of these agencies reveal sharp differ-

ences of opinion concerning both the subjects

to be dealt with and the ways in which the

state agencies can function most effectively

in different states."6

The original Oklahoma State Economic
Development Planning Board made a series of studies

on the physical resources of the state and later, under

the sponsorship of the University of Oklzhoma Bureau

51bid, p. 17.

6Ibid, Pe 32.
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of Business Research, on the history of the state and
the analysis of demand-supply relationships of
agriculture, food processing, timber, petroleum and
petro-chemical industries.7 It was not until February,
1955, long after the dust-bowl era of John Steinbeck's
Grapes of Wrath that the Oklahoma legislature created

the State Department of Commerce and Industry that was
given the overall responsibility for development of

a comprehensive plan for economic-industrial development
in Oklahoma.8 As Choate reports, one of the first
programs undertaken by this new department was with
Fantus Area Research, Inc., which collected in one
document thcse assets that might attract industry to
Oklahoma.9 In 1965 the Oklahoma legislature combined
the Oklahoma Planning and Resources Boafd'énd the
bepartment of Commerce and Industry into the new
Oklahoma Industrial Development and Park Department
that was expected to combine the functions of planning

and development actions for economic development of

7Pat Choate, "An Economic Development Program
for Oklahoma,“ (unpublished Ph.D. dissertation, Department
of Economics, University of Oklahoma, 1969), pp. 19-20.
8
Ibid ') ppo 22"23 ]

9 Ibid, p. 23.
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the state,

Private economic development groups such as
divisions of transportation companies, utilities, and
banks have established objectives for the economic
development analyst on their staff., For example,
railroad groups are very careful about the industries
they will try to attract to their region. Furthermore,
they are highly selective about the industry and firms
they will sell land to. With limited land, they want
their efforis directed fo industries and firms which
use rail transportation in large amounts. Their
analyses are directed toward finding certain candidates
for location.,

Business firms establish objectives based
partially upon analyst's work showing feasible
alternative methods of reaching those objectives.,
After the analyst's recommendations are accepted and
the product decided on, in collaboration with the
marketing staff, the total marketing effort begins.

The eight points of economic development
planning that have been identified by Lepawsky suggest
guidelines for strategic and operational planning

10

objectives at regional, state and city levels, The

101434, pp. 1-2.
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designing of a master plan of public works (point 1),
programming or scheduling of public improvements
(point 3) and the formulation of a scheme for the
conservation or exploitation of natural resources
(point 4) have been the subject of pork-barrel appro-
priations and debates at both federal and state levels
for several years. In the macroeconomic sense these
types of public projects do result in regional develop-
ments however the projects are generally unsupported
by specific forecasts against which meaningful and
timely measurements can be made,

The controlled and classified uses of private
properties in accordance with some master plan or some
general zoning system (point 2) has traditionally been
left to the cities and the communities, In the case of
the Arkansas River development project, there exists an
opportunity to establish a precedence for public regu-
lation of the uses of the numerous port and industrial
sites along the waterway in a manner similar to that

11

practiced by railroad companies, Economic develorment

11The Arkansas River Waterway crosses Arkansas
and comes within 15 miles of Tulsa, Oklahoma., The year-
round navigable route provides access to industrial
sites along a2 150-mile stretch in northeastern Oklahoma
and a2 300-mile stretch in Arkansas. See Miles H.
Sonstegaard and James C. Lilly, Jr., Navigation-Related
Sites on _the Arkansas River Waterway (Little Rock:
Industrial Research and Extension Center, College of
Business Administration, University of Arkansas, 1969).
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planners at the Oklahoma and Arkansas state levels

and the Ozarks Regional Commission have begun to
realize that firm controls over the types of industry
that will occupy the limited number of sites along
the waterway is desirable. A plan to give priority

to those industries which foster economic development
of the region is being developed.

The scheduling of public or social services
such as education, health and recreation is generally
on a year to year basis at the state and regional
levels, Requests for appropriations are a part of
budget requests, The State of Oklahoma describes the
projects as one-year action programs accompanying
budget requests.13 Regional economic development
organizations such as the Ozarks Regional Commission
ére coordinating projects within their respective
regions that require federal funding. The Economic
Development Administration (EDA), U.S. Department of

Commerce, requires that comprehensive overall

127ne 0zarks Regional Commission 1970 Annual
Report (Little Rock: The Ozarks Regional Commission,
1971), P 32,

13Letter from the Industrial Development and
Park Department, State of Oklahoma, kMay 24, 1971,
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economic development programs be submitted for
approval and funding at the federal level. In the
Ozarks region the projects listed in Table 2 have
been submitted by the states to the Ozarks Regional
Council for coordination, approval and submission to
the Economic Development Administration for approval
and funding.

The development and promotion of agriculture,
industrial and commercial enterprise (point 6) suggests
an area in which marketing may make a significant
contribution by changing the concept of what we can
get to what we need and want. A suggested approach
is contained in Chapter III of this study.

Management planning on such subjects as fiscal
programs, reorganization of governmental functions, and
administrative programs (point 7) and general government
research (point 8) have seen some significant improve-
ments in recent years. At the federal level there is a
concerted effort to coordinate economic development
planning, programs and funding, Regional councils
representing each federal department have been estab-
lished as coordinating bodies, At the state level the
requirements for development of overall economic
development programs (OEDP's) have caused a greater

degree of forced coordination and long-range planning,
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TABLE 2

Selected Public Facility Requirements Projects

Submitted to the Ozarks Economic Development

Regional Commission during Fiscal Year 1970
by Member States
( $ millions )

Missouri

i

Project Arkansas Kansas Oklahoma

Technical Training

Facilities 4,20 L,70 18.85 10.85
Industrial Parks,

Sites and Utilities 8.65 b1y 8.9 22.46
Leisure and :

Tourism 16.98 1.69 15.00 4,80
Transportation

Related

Investments:

Roads (accessonly) 5.50 1.05 7.80 5.60

Airports 3.30 e 37 6.25 5.43
Health Facilities 7.75 1.08 7.34 8.30

Source: The 0Ozarks Regional Commission 1970 Annual

Report, The Ozarks Regional Commission.
(Little Rock: The Ozarks Regional Commission,

1971).
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The Marketing Concept-RBackground

Marketing is a 20th century phenoménon that
has developed primarily in the United States, It is
an activity and a pattern of a way of 1ife which
western societies have adopted. Marketing is a
social institution, an economic function, a business
undertaking and a consumer oriented service.uP It is
the institution that society takes fo supply its
physical needs. As an economic function it creates
values through the market mechanism of allocating
scarce resources. As a business undertaking it is the
compoﬁnd activity of business management that assembles,
sorts and disperses goods, and controls the flow from
creation to final ownership., As a customer oriented
service it is the primary external function of a
business enterprise that seeks to provide satisfaction
to society.15

Marketing has been defined by iicCarthy

ass
" +.sethe performance of business activities

luRobert Bartels, Marketinz Theorv and Meta-
theory (Homewood: Richard D. Irwin, Inc,, 1970),

De 158.

15Ibid, pp. 157-158.
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which direct the flow of goods and services
from producer to consumer or user in order
to satisfy customers and accomplish the

' - . wl
company's objectives,

The emphasis of marketing has shifted over
time from the purely functional how-to-do-it approach
to the more sophisticated, and indeed realistic,
concepts of consumer satisfaction embodying the social
scientist's theories of consumer behavior. It has not
always been the case, Although marketing as a function
of business, known earlier as trade and commerce, has
been conducted during all of the days of man and coded
under the Laws of Hammurabi, the Romans, and the
Aztecs,17 the American Liarketing Association as late as
1948 had not yet recognized the consumer satisfaction
philosophy when it defined marketing as:

"eee the performance of business activities

that direct the flow of goods and services

1
from producer to consumer or user,"

16

E. Jerome lMcCarthy, Basic liarketing: A
Managerial Avpvroach. 3d. ed. (Homewood: Richard D,
Irwin, Inc., 1968), p. 9.

1?Edward C. Bursk, Donald T. Clark and Ralph
W. Hidy, The Vorld of Business, Vol I (New York: Simon
and Schuster, 1962), pp. 9-10,

l8.Journal of Marketing, Vol AIII (Oct, 1948)

Pe 2090
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Historical Events in the United States

The business of Americalﬁhas, during the
1800's, a massive industrial drive to satisfy utilities
through material goods for a growing population that
was settling the nation. The means of production,
the economy and industrial might of the nation grew
more during the fifteen year period following the Civil
War than it had before or has since during an equal
period of time. To the businessman of the 19th century
the insatiable demands of the American public gave him
a license to satisfy the public at any cost.

The means of transporting the material wants
of the public were also constructed during the 19th
century. In 1830 there were 23 miles of railroad track
in the United States: by the outbreak of the Civil
War the railroad network east of the Nississippil river
had been completed: by 1890 there were 166,723 miles
of railroad track being operated on that linked the
industrial centers of the eastern seaboard with cities,
towns and the countryside across the land.20 The

railroads created the economic take-off stage in the

19The business of America is "business"
according to Calvin Coolidge in a speech before the
Society of American Newspaper Editors, January 1925,
New York Times, January 18, 1925,

20p1fred D. Chandler, Jr. (ed), The Railroads:

The Nation's First Bisz Business., (New York: Harcourt,
Bruce and ‘orld, Inc., 1965), p. 3.
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United States?l The era has been amply described

by Thorstein Veblen in two of his classical works. 22
Veblen describes the businessman as a saboteur with
vested interests which gives him a marketable right
to get something for nothing.
According to Henry H. Bakken the manifesto

of 1890, the Sherman Anti-Trust Act, sprang from a
conviction in America that economic power vested in a
few hands must be subdued to attain an 1ideal state
of morality in relation to material things.z3 The

laissez~faire policy of the great philosophers came to a

dampened end in the United States by passage of the

following Acts:
Interstate Commerce AcCtesesscesssessin 1887
Sherman Anti-Trust Act.cececesese.oein 1890
Hepburn ACteeessesssoscssscossesaesein 1906
Federal Trade Commission Acteesseeeein 1914
Clayton Anti-Trust AcTeeesseeersseecein 1914
Adamson ACteesecsscescesssssseessessscin 1916

Transportation ACteecesesssrseseseseesin 1920

le.w. Rostow, The Stages of Economic Growth:
A Non-Communist Manifesto (Cambridge: The University
Press, 1961), p.4.

2 Phorstein Veblen, Theorv of the Leisure
Class (New York: The Vanguard rress, 1926) and Tne
Theorv of Business Enterprise (New York: Charles
Scribnerts Sons, 1920).

2BHenry‘H. Bakken, Theory of Markets and
Marketing (Madison: Minor Publishers, Inces 1953),
Pe 247, : , .
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The Development and the Developers
of Marketing Thought
Serious study of marketing as a new
discipline began during the 1900-1910 decade, character-

ized by Bartels as the Period of Discovegy.;ﬂLEarly

teachers began to offer courses in the distribution
trades. The conception of marketing was recognized
and the name larketing given to the new discipline.
The idea of time, place and possession utility assumed
new meanings in a nationwide market of eager consumers
where the means of transportation was at hand. The
roles of wholesalers and channels of distribution were
established, Large indusiries existed, under the
neanmes of Gould, Vanderbilt, Carnegie, Armour, Cudahy,
Rockerfeller and liorgan. The era saw a completely
different type of talent emerge--~those of the
entrepreneurs whose skills in marketing management
gave rise to large retail operations: names such

as Wanamaker, Gimble, Straus, larshall Field, Lazarus,
Woolworth, Kresge, Sears and Aaron lontgomery Ward.25

The first courses offered at the University

level in the distribution industries were:

2.LLRobert Bartels, The Development of Marketing

Thought (Homewood: Richard D, Irwin, inc., 1962), p. &1.

251pid, pp. 24-25.
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1902 University of Michigan, by E.D. Jones
1902 University of California, by S. Litman
1902 University of Illinois, by G.M. Fisk

1903 University of Pennsylvania, by W.E. Kreusi
1904 University of Pennsylvania, by H.S. Person
1905 The Ohio State University, by J.E. Hagerty
1908 Northwestern University

1909 University of Pittsburg

1909 Harvard University, by P.T. Cherington

1910 University of Wisconsin, by R.S. Butler26

Ralph Starr Butler's experience with the
Procter and Gamble Company convinced him that personal
selling and advertising had to do simply with the final
expression of the selling idea and that marketing
.was something more than just selling,. He was one
of the first to introduce the total system concept.

The Period of Concevtualization in marketing

thought occured during the 1910-1920 decade when
marketing concepts were initially developed, classified,
and terms defined.28 The University of Wisconsin
offered a course entitled, "The liarketing of Farm

2
Products" taught by Louis D. H. Weld. ? Other

26 1vid, p. 29. 28 1pid, p. U1.

27 1vid, p. 32. 29 1bid, p. 33.
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contributors were P.,D. Converse, C.S. Duncan, F.L.
Vaughn, R.S. Alexander, H.H. Maynard, M.P. McNair and

30 In 1911 Charles C. Parlin conducted

H.R., Tosdal.,

the first marketing research study--on the agriculture

implements industry--a 460 page report. He coined the

term, "The Customer 1is King" and identified "convenience

.good."3l L.D.H. Weld presented a paper, in 1914,

before the American Economic Association on NMarketing

Distribution. 32'The American Marketing Association

was founded as a result of an early meeting in 1915

and the first issue of the Journal of liarketing

appeared in 1934;33
The period 1920-1930 has become known in the

history of marketing thought as the Period of Intesgra-

tion., Principles of marketing were postulated and
the general body of thought integrated?' The structural
dimensions of advertising, salesmanship, sales management,
credit, market research, wholesaling, retailing, general
marketing and other miscellaneous subjects were brought
under the general heading of Marketing?5

The integration of karketing thought continued

through the Period of Development, from 1930 to 1940,

33
34
35

BOEELQ- p. 3b. Ibid, p. 36.

3L Ibid, p. 108-109. Tbid, p. 41,

32 1pi4, p. 36. Ibid, p. 42.



29
Specialized areas of study began to develop such as the
6
temporal and spatial dimensions of demand? Consumer
acceptance theory began developing with early writers
on Advertising such as Leo V. Aspinwall.37

The Period of Reappraisal of marketing

thought occured during the 1940-1950 years, especially
during the post-World War II years of 1946-1950., New
needs for marketing information knowledge was seen and
scientific approaches such as the means. for data
gathering and mass data storage and analysis became
available .3

Marketing studies made during the period

1950-1960, the Period of Reconception, were the fore-

runners to development of the modern marketing concepts
of the 1970's. Traditional institutional approaches
were supplanted by emphasis on managerial marketing;
the interdisciplinary approach developed bringing
together the disciplines of economics, psychology,
sociology, accounting, statistics, law, political
science, and others to make marketing a truly inter-

39

disciplinary science, Wroe Alderson began the school

361bid, pp. 41-b2.

37Leo V. Aspinwall, "Consumer Acceptance Theory,"
Theorv in Karketing, 2d. ed. Ed. by Reavis Cox, Vroe
Alderson and Stanley J. Shipiro (Homewood: Richard D.
Irwin, Inc., 1964), p. 247,

8
3 Bartels, Development of Marketing Thousght, p. 41,

39I‘oid, pp. 41-44,
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of a systems approach to marketing in 1957.

Alderson emphasized the relationship to and the
integration of marketing thought with other social
sciences in his functional +theory of marketing. He
regarded the starting point toward an understanding of
marketing and the development of marketing thought as
the study of group behavior; relating group behavior
to problem-solving action,

Howard emphasized analysis, planning and the
managerial approach to marketing in his 1957 textbook,
defining the controllable and non-controllable elements
of the external and internal environments.

Lazer and Kelly also introduced the gtudy of marketing
from a managerial viewpoint in their source book of

L
1958, Manasgerial larketing,. 2

The first basic textbook useful in an
introductory course in managerial marketing was
published in 1960, McCarthy's work embodied
the new concepts of the importance of the consumer, goal

orientation of marketing, the role of strategic

hOWroe Alderson, larketing Behavior and

Executive Action (Homewood: Richard D. Irwin, Inc.,
1957), Ch, III.

nlJohn A Howard, Marketing lianacement: Analvsis
and Planning (Homewood: Richard D. Irwin, Inc., 1957).

42William Lazer and Euzene J, Kelly,
Managerial larketing: Persnectives and Viewpoints
(Homewood: Richard D, Irwin, Inc., 1958).
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planning and the marketing mix, and marketing communica-

tions systems. He coupled managerial marketing with

social and historical institutions by introduecing and

developing the four environmental adapters of marketing:

the four "P's" of Product, Place, Price and Promotion.
Marketing science moved from a functional

and a social institutional approach to a systems-

planning-management and consumer behavior approach

during the 1960's. Wroe Alderson ackrowledged

economics as having some claim to the origin of the

science of marketing: that of the idea of heterogeneity

of both needs and resources (conceptions of consumer

behavior developed by Bohn-Bawerk).uu He argues that

the allocation process on which economics is built

is made possible only by the process of sorting

in the marketplace. Alderson claims sorting as

the central concept of marketing that fullfulls the

economic theories of utility satisfaction. He writes:
"To understand marketing behavior the marketing
man takes a closer look at the nature of the

participants, He is thus obliged to come

ABMcCarthy, Basic Marketing.

AHWroe Alderson, "The Analytical Framework
for Marketing," Iarketing and the Behavioral Sciences,

Ed. by Petty Bliss (Boston: Allyn and Bacon, Inc.,
1963), pp. 25-27.
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to grips with the organized behavior system.
Marketing behavior is primarily group
behavior."45
In 1963 Bartels wrote:
"Marketing is a social process: it is more
than a business technique or even an economic

activity. DMarketing is an arm of the social

body, a pattern of behavior, an institution."

Developments in the concepts of marketing have
led to several studies on consumer behavior and the
proliferation of marketing research firms that are
well endowed with psychologists anc¢ sociologists who
attempt to relate human and group behavior to the
science of marketing individual products. Howard
first presented his marketing-consumer behavior model
at the University of lMassachusetts on February 24,
1966.47 Two other marketing-consumer behavior theories
(among the many) were published in 1967-1968 by
Douglas, Field and Tarpy, and Engel, Kollat and
Blackwell. Douglas, Field and Tarpey claim that

%5 1pid, p. 32.

uélaobert Bartels (ed.), Comparative liarketing:
Wholesaling in Fiftcen Countries (Homewood: Richard D.
Irwin, Inc., 1963), p. 295,

47As a Visiting Lecturer, School of Business,
University of Massachusetts. The complete model is in
John A, Howard and Jagdish N. Sheth, The Theory of
Consumer Behavior (mimeo.), Graduate School of Business,
Columbia University, 1965,
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the swing to the customer-minded philosophy has
brought the marketing-oriented manufacturing company
into full bloom *l:oday.l""8 Engel, Kollat and
Blackwell claim that the Howard model was the first
truly integrative model of buyer behavior; that the
interdisciplinary contributions to marketing thought
(i.e., learning theory, clinical or psychonalytic
theory, Gestalt psychology, cognitive theory, social
influence theory) have led to the modern-day marketing
concept that focuses on consumer satisfaction.ug
The application of the modern marketing
concept: that of first determining the wants and needs
of the potential consumer; of designing or re-designing
the product to meet the customer's wants and needs;
of develoring a plan and a program to influence
the external and the internal environments through

the environmental adapters, is clearly applicable to

and required for marketing economic development,

48John Douglas, Georze A, Field and Lawrence

X. Tarpy, Human Behavior in liarketing (Columbia:
Charles E, lierril Books, Inc., 1967), pP. 5.

4
gbames F. Engle, David T. Kollat and Roger

D. Blackwell, Consumer Behavior (New York: Holt,
Rinehart and Winston, Inc., 1968), pp. 27-36.
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Marketing and Economic Development

The conéepts of marketing’have progressed from
a concept of sterile trade and commerce to a concept
that has bypassed the institutionalisms of Veblen
to that which embodies the systems concepts of
marketing and logistics management--total systems
concepts that focuses on consumer satisfaction,

Marketing has been almost totally neglected

in the literature on economic development., Most of
the historical and the current literature on economic
development stresses the importance of capital formu-
lation, land reform, educational reform and improved

50

production techniques. Even a greater misfortune is
that the literature of our day totally neglects the
steps and the techniques of planning for economic
development, notwithstanding the several references

to the need for comprehensive planning and the
development of an overall economic development plan
as specified by the several federal agencies that
provide financial and technical assistance for planners

and managers of economic development,

The modern marketing concept teaches us

50Reed loyer and Stanley C. Hollander (Eds.),
Markets and liarketing in Developing Economies.
(Homewood: Richard D, Irwin, Inc., 1968), p. l.
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that for a business to be successful in the 1970's
that business mnust consider its customers--their
needs and desires, likes and dislikes, habits and
attitudes--at every stage and level of the business

51

operation. We can see at almost every turn of
events, whether political, scientific, economic or in
free enterprise the growing influence of the consumer.,
The daily television media coverage of demonstrations
and demands for equality have had significant effects
on the political structure and policies in our society
and are having their effects on business structures
at all levels,

The growing influence of consumer demands
is being strongly supported by government regulation
and legislation, Marketing theorists have, since the
early 1900's, been writing about and teaching the
concepts that we identify today as the modern
marketing concept, That concept simply and most
directly says that the businessman must concentrate
his analysis on the consumer: that a marketing
strategy always begins with a study of the target

consumer,

5} Edward W. Smykay and Joan Breibart,
Introductory llarketing (New York: The iacmillan Co.,
1971)’ pl g- .
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This chapter has presented the background
and developments in the fields of economic development
and marketing. Economic development planning has been
shown as requiring extensive analysis and establishment
of specific objectives and goals that are fully
coordinated, meaningful, and measurable. Marketing,
through commercial enterprise, has developed the systems
concept of extensive analysis, establishment of specific
objectives and goals that are fully coordinated,
meaningful, and measurable, These analogies are

illustrated in Chapter II.



CHAPTER II

PARALLELS BETWEEN MARKETING GOODS AND SERVICES
AND MARKETING ECONOMIC DEVELOPMENT

Introduction

The purpose of this chapter is to illustrate
that marketing economic development is analogous to
marketing goods and services. To lay the foundation
for analysis, some of the basic aspects of planning
for state and national development were briefly
discussed in a historical context in Chapter I,
Another portion of the foundation was the discussion
;f the marketing concept and its components, This
chapter illustrates the analogy of marketing goods and
services and marketing economic development by drawing
parallels in concepts and applications.

The first step in this process is tc identify
several parallels between marketing economic development
and marketing a product. For analytical purposes, the
parallels are divided into the broad categories of

conceptual, strategic, managerial and operational.

37
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Conceptual Parallels in liarketing Goods and
Services and harketing Economic
Development

Missions and Objectives

In commercial business, though there is no
uniformity in statements of purpose, aims, goals or
missions, the generally accepted theory is that all
firms have multiple aims towzrd attainment of a central
mission., The maximization of profits aim is but
one of several., In recent years there has been, both
in the business and acadenic world, a growing recogni-
tion of the social responsibilities of business.

The question of which comes first, profits or social
responsibilities, is a moot point because in the
1970's the commercial business Iirm, because of the
pressures of intense competition, cannct expect to
remain in business lacking a satisfactory return-
on-investment nor can it expect to remain continuously
in business without fulfillingz certain social
responsibilities.

Economic dévelopment looks to similar aims
and goals. The parallels of the number of persons
employed in the region equate to the commercial
term that describes return-on-investment. The parallel
of jobs (income) per thousand population in economic

development equates to income per share in the modern
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corporation, Figure 1 has been developed to suggest
these conceptual parallels.,

The network of corporate aims can be
illustrated as a pyramid with the number of statements
associated with each segment increasing as the pyramid
is descended.

In Figure 1, under Missions and Objectives,
the several sub-elements listed have been emphasized
by Steiner, 1 Under Goals there is reflected only the
one overriding and paramount goal of consumer satis-
faction that is all important in business enterprise
and in economic development.

Goals refer to short-term specific aims
and are expressed in a specific dimension: concrete
and definite., The statements of missions and
objectives in the arena of economic develcpment are
broad and all-inclusive. Statements of goals are
guides to action that can and should be established
for all levels of management, planning and execution
of actions for marketing economic development: they

are benchmarks for measuring progress toward long-term

George A, Steiner, Top Hanazement Planning,
Vol I (New York: The Macmillan Co., 1969), pp.
150-153,
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FIGURE 1

Conceptual Parallels in Marketing Goods and Services
and biarketing Economic Development

Activity

Marketing Goods
and Services

Marketing Economic
Development

Mission and
Objectives

Return
Growth

Sales/liarkets
Products

Goals
Customers

Products/Services
Industries

Requisities of
Satisfaction

Managerial
Activities

Decision to Act

Act

Viable Development

Percent Return on
Investment

Income per Share

Growing Share

Increasing
Technology

Consumer
Satisfaction

Buyers of Products

Aardvark Feed to
Zoo Supplies

Good Product
Reasonable Price
Provides Utility
Satisfaction
Good Service to
Custonmer

Executive Level
Management

Analyze:
Environments

Rationalize:
Efficiently

Viable Development

Percent Population
Employed

Jobs (income) per
thousand Population

Growing Economy

Increasing
Technology

Consuner
Satisfaction

Firms Seeking
Locations

Regions, States,
Areas, Cities

Totzl Environment
Competitive cost
c¢f Production and
Distribution
Improve/maintain the
Environement

Executive Level
lianagement

Analyze:
Environments

Rationalize:
Efficiently
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objectives and provide the basis for appraisal and
re-evaluation of actions designed to reach established
objectives. The ultimate goal is consumer satisfaction,
as is the ultimate goal in application of the marketing

concepts.

Customers

There is no need to belabor the point of
who the customers of commercial enterprise are, but
who are the customers of economic development? Figure
1 states that firms seeking locations are the
customers. These customers may be spoken of in terms
of the market for economic development, Four separate
and distinct segments of the markets for marketing
economic development have been suggested by
Constantin and Southard.2 They identify external
targets for economic development that would tend to
provide job opportunities (as opposed to jobs resulting
from internal improvements in the regional-area infra-
structure) segmented into four market targets as
follows:

First. A potential segment of the people who

have an idea and a desire to be an entrepreneur

but nothing else; no finances, no knowledge

2James A, Constantin and ¥William R. Southard,
IMarketine and Logistics Planninz for Zconomic Development.
Paper prepared for the American iarketing Association
VWorkshop in Business Logistics, The Ohio State University,
May 18-19, 1971,
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of the steps to be taken to test the idea;

no understanding of what must be done to

test the economic feasibility; and no
knowledge of how to put together an organiza-
tion to exploit the idea.

Second, A segment closely related to the
first: products that are consumed almost
everywhere, produced at some distant point,
for which brand names mean relatively little,
and which require very unsophisticated
manufacturing or assembly processes., This
segment consists of opportunities waiting to
be exploited, but no explciters. The authors,
Constantin and Southard, refer to this group
of potential manufacturers as "barbeque-tub"
manufacturers.

Third. Another segment closely related to
the first and second segments: the local
firm which would like to expand but thus far
has been unable to do so for a variety of
reasons, such as financial,

Fourths This segment is the part that receives
almost 100 percent of the attention of
planners of economic development: existing
firms seeking places to relocate or to locate

branch plants,
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Each segment provides an almost endless
range of alternatives, according to Constantin and
Southard, from the manufacture of aardvark feed to
the processing of zoological specimens.

The four market segments listed above provide
the planner for marketing economic development the first
step in his hierarchy of planning. Simple consideration
of the four as separate entities and on the other hand
as interlocking, one supporting the other, is a giant
step in the direction of problem resolution. The
resources of an expert economic development planmning
staff are required: one that is innovative, farsighted
and courageous.

At this point in the process of planning for
marketing economic development the planners
have made general observations as to what they wish
their area to look 1like in 5, 10, 15 or 20 years,
types of industries desired, and types of supporting
and service type industries required. If they have
done their planning properly, likely industries and
perhaps even firms which are potential customers may
have emerged. The entrepreneurial target market may
be subdivided for marketing purposes into several
groups and programs begun not only for the creation of
an attractive environment for the desired groups and/or

industries and/or firms but also for plans to attract
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the customer, In the entrepreneurial group for example
a city or state may develop what we may call Project 128
after Boston's famed Route 128 along which many high
technology firms are born.,

Project 128 would consist of among other
things analysis to find out who the customers are and
what will attract them, The analysis would disclose that
many firms along Route 128 were formed by professors
and/or graduate students and that they need financing.
The economic development planners could improve local
environments by arranging for financial assistance
rrograms of a venture nature. They could contact
potential customers in the same way a soap marketer
does: go see the potential customer. Teams to recruit
such entrepreneurs under Project 128 could visit
campuses which spawn these people; they could help
create a similar environment on their own nearby

campuses,
Products or Services

Figure 1 suggests that the products or services
to be marketed run the gamut from A to Z--from the
manufacture of aardvark feed to the processing of
zoological supplies, The products or services to be
marketed by economic deveslopment groups are the

geographical areas themselves: the regions; states;
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areas; cities; communities; products to be marketed
in exactly the same sense that soap is a product to
be marketed., Also, just as soap has to satisfy the
customer, the state or other locations has to satisfy

the customer.
Requisites of Satisfaction

In the commercial enterprise the product
must be a good one in order to satisfy the consumer,
The parallel in the region is the total environment
which must be good. Again, as there are many sides to
a good product, there are many facets to a good
total environment: economic; social; cultural; political.

Economic aspects of the environment are of
varying degrees of importance to the several target
harkets. To the firm looking for a place to put a
branch plant, economics may be paramount, However,
after reducing location possibilities to a few where
economic factors are more or less the same other
aspects become more important. In short the region,
city, or state--the p;oduct--must be economically
competitive in terms of economic factors including
nearness to market; nearness to raw materials. These
two factors are logistics related, and are discussed

fully in Chapters III and IV,
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Another requisite of satisfaction to the
consuner of commercial goods and services is good
service. On time deliveries, post-sale service to
customers and product,etc, are illustrations. The
parallels in maintaining good service to the customer
of economic development are similar: continued
improvement in all economic, sociazal, and cultural

aspects of the environment.,
Managerial Activities

The functions of managements of commercial
firms and economic develorment groups are exactly the
same, The businessman at 2ll levels of our free
enterprise society analyze in order to develop a base
for rational decisions., A business is nothing nore
than an organization of human, material and intangible
resources created to bring satisfaction to its owners
and managers. In a closely held business satisfaction
is realized by the owner-manager by successful continua-
tion of the business. In a widely held corporation
the business provides satisfaction to its managers in
much the same manner as the closely held owner-manager
firm,

The function of business is to create, retain,
and satisfy customers as a means to an end: the creation,

retention and satisfaction of consumers assures the
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business firm of adequate profits so as to continue
to provide satisfaction to its owners and managers.
FPigure 1 shows two facets of managerial
activities: +the decision to act and the act itself.
These two facets constitute the foundation for one
definition of management, as follows:
"Management is the analysis and rationaliza-
tion of all environments, functions, components,
and activities of the organization for the
dual purpose of establishing aims, plans, and
policies at all levels and for the effective,
efficient, and systematic use of resources.”
Implicit in this definition is that managements
first decide to do something (analysis) and then they
do it (ra‘bionalization).5 To ensure the desired
continuity of the organization the managers plan,
Planning begins with analysis. Analysis is the first

step in the decision process. Business managers,

3Definition of functions tentatively put forth
in the manuscript for a book in process by Professors
James A. Constantin, Mal-2olm L. liorris, and William R.
Southard, The University of Oklahoma,

LIbid.

5The following is based in part on a paper which
discusses this subject in another context. See James A.
Constantin, The Logistics Concept: Its Application to
Small Shipments., Paper presented at a Small Shipments
Conference, The American University, Washington, D.C.,
May 4-7, 1971,
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marketing managers, logistics managers, and even
economic development managers analyze. Analyses includes
the study of:

1. Environments, for clues to developing

alternative purposes, missions, and objectives.

2. Internal environments for strengths

and weaknesses of its human, material, and

intangible resources and their carpacity to

be used or adapted for use in meeting various

alternatives.,

3. Alternative types of resources and

alternative methods or resource allocation

and acquisition,

L, Externzal environments to identify the

nature of opportunities to be exploited

and resistances to be overcome in order to

meet the purposes, missions, and objectives,
Analyses culminate in the development of alternatives
that in themselves may be subjected to further analyses
within the overall system. The most desirable
alternative is selected and that alternative constitutes
the objective for that business, marketing, logistical
or econonic development plan.

Attainment of an objective requires a decision
to do something. 1In doing whatever is decided upon,

management wants to do it efficiently; so managers
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rationalize; that is, they use modern methods of
efficiency in doing things to reach their objectives.

They rationalize:

1., All of the human, material, and intangible
resources of the internal environment to
assure the most effective and most efficient
use of those resources to meet the stated
objectives.

2. Those aspects of the external environment
which are related to the achievement of

the objectives of the organization,

3¢ The relationship between the internal

and external environments to meet the

objectives.

A parallel definition to management may be
developed for economic development management and stated
in similar terms:

Economic development manazement is the
analysis of all environments, functions,
components, and activities of the region
to help establish regional aims, plans,
and policies, and it is the rationalization
process which assures the most efficient,
effective, and systematic use of the resources

used in the economic development effort.
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The discussion of management's analysis and
rationalization functions and the general definition of
economic development management emphasizes several major
features of a concept of economic development. In
the context of economic development those features
include:

l. The recognition of the integrated

relationship of economic development

management and management of other functions
and activities of the organization.

2. The contemplation that the appropriate

managers will perform their functions to

further the integration.

3. The visualization of the potential

contribution of economic development programs

to the area being developed and the population
of the area.

L, The perception of the mutual inter-

dependence of those economic development

activities of the organization with those

of all other activities,

The economic development manager, during
his analysis and preparation of his plan for marketing
economic development, first concentrates, as has been

previously stressed in this study, on his primary
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market target, the consumer for his product. The
consumer is classified, for our purposes, as the
primary element of the external environment. The
external environment consists of those forces that are
normally beyond the immediatecontrol of the organization.
Some elements of the external environment are capable
of being influenced, some are not. Those obviously
not capable of being influenced are the elements of
nature. Those capable of being influenced are the potential
consumers of the economic development product, their
manufactured products and the selling price of those
products, their raw material requirements, their land,
labor and capital needs, their competitors and the
consumers for their manufactured products. Those not
so obvious that are, for the purposes of economic
development planning, not subject to immediate influence,
are the economic and the demographic characteristics
of the national market outside our product area of
influence.

The internal environments of our product also
fall into the categories of adaptability and subject
or not to influence. The reasons for the analysis
of the internal environment by the planner for marketing
economic development is to determine those elements that
can be adjusted, and the cost, to meet the needs, the

wants, and the desires of the potential market target
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segment. All of the considerations that firms employ
in locational analysis are candidates for these analysis,
and perhaps more given particular times, objectives and

situations.

Adaptation of the internal environment is
the greatest challenge to the planners and managers of
econonic development so as to make the product attractive
to potential consumers. Planners and managers of
economic development look at the opposite side of
the economist's coin: where economic locational theory
teaches us that industry locates or expands at the
point of least cost (least cost to produce products
and proximity to markets for his products) the planners
and managers of economic development recognize that
there may be rany locations that would fit this same

requirement.

Strategic, lianacerial and Overational Parallels
in liarketing Goods and Services and ilarketing
Economic Development

There are several parallels in strategic,
managerial and operational activities between marketing
goods and services and marketing economic development.

A brief overview of those parallels arelisted in Figure 2.
The parallels can be generally classified into those
generally associated with strategic planning and those

generally associated with managerial and operational
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FIGURE 2

Strategic, Managerial and Operational Parallels in Marketing
Goods and Services and Marketing Economic Development

Activity

Marketing Goods
and Services

Marketing Economic
Development

Strategic Planning:

Analysis of the
Environments

Alternative
Objectives

Human and
Material
Resources

Identify
Resistances

Identify
Opportunities

The Competition

The Market

Nature of
Opportunities

Select liissions and
Objectives

Product mix;
development of

technological
innovations

Strengths and
Weaknesses

Exploit
Opportunities

Competing Companies

Inadequate Capital

Insufficient
technical know-how

To lIeet Objectives

Other Producers

Potential Customers

Create Venture Div.
Farm-out the idea

Enlarge Local Plant
Build Branch Plant

Select Iissions and
Ob jectives

Industrial mix;
light-heavy,
capital-labor,
technology
levels required

Strengths and
Weaknesses

Exploit
Opportunities

Competing Regions
and States

Absence of Financing
for Entrepreneurs

Access to liarkets;:
Energy; kiaterials;
Transport Rates
and Services

To lieet Objectives

Other Regions, States,
Areas, Cities

Location "buyers"

Develop Entrepreneurs

Develop the idea;
locate Entrepreneur

Expand Existing
Businesses

Attract Branch Plants
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FIGURE 2 (continued)

Activity

Marketing Goods
and Services

Marketing Economic
Development

Manacerial and Operation Control

Rationalization of
Processes and
Methods

Marketing

Financing

Production

Environment Adapters

Product

Price

Promotion

Place-Channels
of Distribution

Improve Efficiency

Identification of
Customers

Reaching Customers
Advertising
Personal Selling
Agents, other

Preparation of
Information

Financing Operations

and Growth of
Companies

Reduction of
Operating Costs

Aardvark Feed to
Zoo Supplies

Determined by

Farket
Considerations

Designed for Target
Markets

Typical Channels

Improve Efficiency

Identification of
Customers

Reaching Customers
Advertising
Personal Selling
Agents, other

Preparation of
Information

Arranging methods
for helping
financing of
customers

No direct parallel
(may consider
*production” of
information; of
customers, etc,
as production)

Region, State,
Area, City

Cost to the

location "buyer"

Cost of lianufac-

ture and delivery

to customers of the

the location "buyer"
Manufacture
Transportation

Designed for Target
larkets

Part of Promotion as
in Service Industry

No direct parallel to
manufacturers
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control. Under strategic planning the analysis to

be performed concentrates on both the external and the
internal environments. The objectives of the analysis,
from both the economic development arena and the business
enterprise arena, is to identify those elements of

the environment that seek to ensure opportunities,
growth, continuity, opportunities, and to identify

resistances,
Strategic Planning

One of the purposes of environmental analysis
by commercial enterprises is to select missions for
the firms and establish objectives to reach these
objectives, This is also the purpose of such
analyses by economic development groups., There are
sO many possible alternative objectives of either
commercial or economic development zroups that any
list almost is sure to be incomplete.

Among objectives which commercial enterprise
might establish are those relating to adjustment of the
product mix to remove the effects of seasonal or
cyclical variations or to provide a better rounded
offering for customers. This objective has a parallel
in economic development when the goal relates to the
industrial mix for better use of natural and other

resources or to provide a basis for agglomeration.
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Furthermore, an objective may relate to the
steady introduction of technological or conceptual
innovations, Similarly, an economic group may have
similar objectives, such as those referred to as

Project 128, (Page 44, this study).

As for human and material resources available
to help reach objectives, the analyses of both groups
have identical purposes: to identify strengths and
weaknesses, By the same token, the analyses to identify
resistances are similar for both groups. Each has
to face up to competition (from other companies; from
other regions); each may have the problem of inadequate
capital (to finance expansion; to finance entrepreneurs);
each may have technological deficiencies (insufficient
know how; poor access to markets because of disparate
transport rates).

We have already mentioned in another context
the parallels in identifying opportunities and the
composition of the competition and the composition of
the market. In the previous sectionwe referred to
four possible target markets which present opportunities
to the economic development groups. Figure 2 illustrates
that there are exact parallels to certain alternatives
of business groups. One of our target markets was to
design programs designed to develop entrepreneurs,

both of the technologically sophisticated Project 128
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type as well as ordinary types. A number of our
largest firms have created venture divisions to
accomplish the same goals within the corporate framework.
A second market suggested was to develop an idea, do
all necessary work to effect it, and find an entrepreneur
to do it, The counterpart in business is when a company
develops an idea and licenses it to some other firm
to manufacture or otherwise pursue it to perfection.

The practices of firms in enlarging their
plants or locating branch plants have their counterparts
in economic development activity. One of the potential
markets we referred to was the expansion of existing
firms in the region and another was to attract branch

plants,
Managerial and Operational Control

Figure 2 illustrates the managerial and opera-
tional control activities of commercial enterprise that
have Very close parallels in the rationalization process
with comparable activities of economic development
groups, The production process is ordinarily thought
of as the aspect of the manufacture of goods. Accord-
ingly, there is no direct parallel in the marketing of

economic development.
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Environmental Adapters

Analysis of the external environment includes
the classification and identification of consumer
markets for the manufactured products of users of the
economic development product (the area) and the economic,
spatial and temporal dimensions of reaching those
markets, These analyses are ever-present in all
classifications or hierachies of planning and are
continued under the marketing analysis performed under
managerial and operational controls. Also, they are
subjected to alternative courses of actions under
application of the environmental adapters.6

The environmental adapters are employed under
the parallels of strategic, managerial and operational
actions to influence the infrastructure as well as
the services provided,

The rationalization process that was discussed
above under conceptual parallels becomes effective
subsequent to the analysis of the environments and

the analysis of the environmental adapters.

6'I‘he environmental adapters are the four P's
(Product, Price, Place, Promotion) defined by HcCarthy.
See E, Jerome McCarthy, Basic larketing: A Managerial
Approache. 3d. ed. (Homewood: Richard D. Irwin, Inc.,
19 » PDPe 31-33.
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Rationalization means to use modern methods of
efficiency to dd something and at this point in
time that doing something means that the manager,
either in business enterprise or economic development,
makes a decision that seeks to reach the goals
established for the firm or corporation or economic

development group.

Parzallels in Planning for iiarketing Goods and
Services and ilarketing Economic Develooment

The cardinal purpose of planning is to
discover future opportunities and make plans to
exploit them.'7 Exploitation planning could be long-
range, strategic planning, or short-range functional
planning that is based on goals., Strategic planning
determines major objectives. 1t is action oriented.
Objectives include missions, purposes and aims, and
establishes the guidance, guidelines and policies to
be followed in achieving them,

In the military sense, a classic example
of a strategic plan would be the plan that was developed
by the Allies to re-capture the European mainland in

1944, An example of a corporazte strategic plan is one

) 7Steiner, P. 33

® Ivig, p. 34
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that seeks to capture and retain a share of the national
market for a stated period of time. An example of a
strategic plan for economic development is one that
seeks to capture sufficient industry, manufacturing
or service, so as to provide employment for a growing
population over a stated period of time. The parallels
are identicals 2all seek an objective and establish
policies, procedures, means and resources to achieve
the stated objectives.

The organizational levels where strategic-vs-
functional planning is conducted is almost entirely
a reflection of the size of the firm, government level
or internal organization. anagement controls are
retained by the executive levels and the allocation
of resources needed to achieve the objectives of the

plan is a major function of management. According to

Anthony, management control is defined as:

*...the process by which managers assure
that resources are obtained and used
effectively and efficiently in the accom-

plishment ¢f the organization's objectives.”

9Robert N. Anthony, Planning and Control
Systems: A Framework for Analysis (Boston: Graduate
School of Business Administration, Harvard University,
1965), p. 17.
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Operational control is the function of
delegating authority to action-levels of management
that seek to achieve goals through the accomplishment
of tasks. Anthony defines operational control as:

*,..the process of assuring that specific

tasks are carried out effectively and

efficiently."lo

Economic development planning as with
commercial enterprise planning begins at the top
management level in establishment of strategic objectives
and the policies and general procedures to achieve the
objectives. Operational control, and the resources
needed, is delegated to a planning-action-managment
group to perform analyses and make rationalizations to
achieve goals through individual tasks.,

Marketing planning is the keystone to success
in economic development and in the corporate enterprise
marketing planning is generally synonymous with marketing
success.11 Marketing is the action phase of planning
that focuses upon exchange between firms and groups.

It creates time and place utility in consumer satis-

factions; the objectives of the business enterprise as

101554, p. 18.

llSteiner, Vol 3, p. 520,
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well as the manager for marketing economic development.
The principal importance of marketing is that its
functions match needs, wants and desires with resources
through the process of marketing analysis and marketing
rationalizations. Successful marketing begins at the
executive level of management and is carried out

through the functional echelons.
Summary

The analogy of marketing goods and services
and marketing economic development has been illustrated
in this chapter. Conceptual parallels in planning for
both commercial endeavors and economic development have
been shown to begin with establishment by top management
of missions and objectives, Once established, the
ultimate goal is consumer satisfaction, the foundation
on which the modern marketing concept lies.

Customers for the products of commercial
enterprise and economic development differ only on
the level of consumption. The customer for economic
development planners is the commercial enterprise level
that produces the goods and services for consumption,
Several levels of economic development customers have
been suggested for analysis and consideration by
managers and planners for marketing economic development.

Requisites of satisfaction apply equally to
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commercial enterprise as to economic development. The
marketing concept stresses continuous analysis to
ensure continuous consumer satisfaction. Commercial
enterprise seeks to achieve this goal by product
improvements and supporting services. The parallel in
economic development is continuous improvements of the
environment which both attracts and retains customers
in the long run.

Managerial planning activities are exactly
parallel at both the commercial enterprise and the
economic development levels. The analysis and ration-
alizations that are performed both seek to optimize
their respective efforts to achieve the objectives
and goals established by top management.

Strategic, managerial and operational
parallels in marketing goods and services and marketing
economic development have also been illustrated, The
significance of strategic planning is that it requires
positive actions to establish missions and objectives
that are meaningful, obtainable, and that the resources
for achieving them are identified. The analysis of
resistances provide the planner with the foundation for
goals for adaptation of the elements of the environment.

Managerial and operational controls have been
shown to be parallel with the exception of the production

activity. Marketing is the significant parallel
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activity between commercial enterprise and economic
development as it reaches-out to achieve the goals
of both profit and non-profit activities,

The environmental adapters are useful as
tools of management at both the commercial enterprise
and economic development levels. They are useful
for classification and identification of problem areas

and serve to guide in the analysis and rationalization

processes.



CHAPTER III

AN APPROACH TO MARKETING ECONOCNMIC DEVELOPHENT

Introduction

The previous chapters of this study have
emphasized the historical and conceptual aspects of
marketing and economic development and illustrated the
analogy of marketing economic development and marketing
goods and services. This chapter suggests an approach
to the application of the concepts of marketing to
economic development. The purpose of this chapter is
to support the analogy of marketing goods and services
and markxeting economic development. Emphasis in this
chapter is on analysis of the environments to identify
primary factors and market targets for economic develop-
ment, and suggest steps toward improvements in the

infrastructure that makes a region or area competitive.

Analysis of the External Environment

In a broad sense the external environment is
non-controllable. It requires extensive analysis on
the part of managers and planners of economic develop-
ment to determine the elements of the internal

65
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environment that may be adapted to meet potential
consumer needs, wants and desires.

The analysis of external environments
concentrates on manufacturing type industries. Manu-
facturing includes three broad operations:

1. Accumulation of productive factors and

raw materials in one point.

2. Processing raw materials into a finished

product,

3. Distribution of the product to markets.1

The executive management level of commercial
enterprise seeks to optimize the inputs-outputs-of
production and marketing at the least-cost location
consistent with optimum efficiencies.

Ben-Zvi conducted a study of 200 firms that
had located in the State of Oklahoma during the period
1959-1969 to determine the elements that attracted
each firm to the state. He found that the firms
emphasized the ten major locational factors shown in
Table 3, They are discussed below under major re-
sources groupings, The ten factors have been regrouped
to combine similar factors for discussion under common
sub-headings. The arrangement has been made with one

aspect of the marketing concept in mind: that of deter-

lsamuel Ben-2vi, "Locational Determinants of
Manufacturing: An Econometric liodel for Oklahoma,"
(unpublished Ph,D. dissertation, Departiment of Zconomics
University of Oklahoma, 1970), p. 3.
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TABLE 3

Firm's Ranking of Ten Major Locational Factors

(Study of 200 firms that had located in the State of
Oklahoma during the period 1959-1969)

Rank Rank
Locational 1 to 3 4L to 6 Total
Factors Percent Percent Percent
of Firms of Firms of Firms
1. Labor supply 38 17 55
2. Proximity to markets 41 13 54
3. Labor and community
attitude 20 34 54
l, TFuture markets 30 14 Ly
5. Proximity to raw 29 6 35
materials
6. Wage rates 20 7 27
7. Competition 15 g 24
8. Transportation facili-
ties 10 13 23
9. Taxes 7 11 18
10. Energy 10 6 16

Sources:s Samuel Ben-IZvi, “"Locational Determinants of
Manufacturing: An Eccnoretric Model for Oklahoma"
(unpublished Ph. D. dissertation, Department of
Economics, University of Oklahoma, 1970), p. 151.
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mining what the potential customer's wants and needs are
and the steps necessary to satisfy them., For example,
proximity to markets, proximity to raw materials, and
transportation facilities are primary marketing and
physical distribution oriented wants and needs: they
relate to nearness to markets in terms of economic
and temporal factors. They are the primary factors in
marketing the economic development of any region, area
or city. As Ben-Zvi reports:
"Two prime reasons account for a2 firm's
decision to locate near its market. First,
the reduction of delivery costs might enable
the firm to successfully participate in price
competition. Secondly, for some products,
the importance of prompt delivery and fast
service is of a major magnitude.”
Marketing and Physical Distribution
Oriented Wants and Needs
Five major factors are grouped under marketing
and physical distribution oriented wants and needs,

They are:
es s Proximity to markets

es e Proxinity to raw materials
e« Transportation
e s o Future markets

e«eeCompetition

21bid, pe 145.

et atuat
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Marketing considerations were shown in the
Ben-Zvi study to have been primary considerations in
locational analysis and locational decisions.
Proximity to raw materials was found to be favored by
firms engaged in extractive or agricultural products
processing and the weight-loss factors of minimizing
transport costs to initial processing points was found
to be overriding.

Transportation was ranked by 23 percent of
the firms that located in Oklahoma during the 10 year
period as being an important factor. Although a
small percent showed transportation as the prime
factor a large percent indicated that transportation
facilities were closely scrutinized.5 Firms who are
producers of industrial goods selling their products
in national markets were more concerned with transpor-
tation rates, modes and facilities than the consumer
goods producer selling in the regional market These
considerations are what the marketer terms as nearness
to markets. The factors of logistics however impact
to a degree not generally revealed in the questionnaire
type survey that list functional activities for

evaluation in locational analysis. Logistics impacts

31big, p. 145. 51bid, p. 87.

“1bid, p. 117. 61vid, p. 116.
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most directly on marketing considerations that have been
shown as the primary consideration in location decisions.
Logistical considerations as a major aspect of econonmic
development are therefore discussed in Chapter VI,
Labor and Public Oriented
Wants and Needs

Three major factors are grouped under labor
and public oriented wants and needs, They are:

. e Labor supply

e voLabor and community attitude

e s Wage rates

Firms locating in Cklzhoma have shown labor
supply as being a strong nmotive in their locational
decision.7 While the ingredients of this factor
are difficult to analyze, the asrvects of numbers of
available labor force, level of education and expenditures
on vocational education either presently or anticipated
are meaningful, Among the states comprising the
Ozarks region (lissouri, Kansas, Arkansas, Oklahona)
and Texas, the State of Oklahomz ranks second ( behind
Texas) in the percent of population in the 18-L4 age

8
group. In education, Oklahoma ranks second (behind

"1vid, p. 60.

81vid, p. 62.
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Kansas) in percent of population with a high school
or above level of training for persons 25 years of age
or over.9 In expenditures on vocational training,
Oklahoma ranks first in per capita expenditures.10

In the planning stage Oklahoma has submitted
programmed requests for six technical training facilities
to the Economic Development Administration (EDA) amounting
to $10,850,000., Oklahoma ranks second (behind kiissouri)
in planned thechnical training facilities projects.

Meaningful measurement of labor and community
attitudes is at its best a value judgement by those
concerned with these aspects of both the labor force
and the community as a whole. Ben-Zvi's study
revealed that 54 percent of the firms that located in
Oklahoma during the ten year period studies indicated
that labor and cormunity attitudes were attractive
locational factors%2 The attributes of worker's
willingness to be trained, low absenteeism and low
turnover become meaningful as does cooperative union
leadership. In general, the larger thework force
required by the firm the more important the factors of

labor and community attributes become.

%1vid, p. 65.
101114,
11Ozarks Regional Commission 1970 Annual Report,

lzBen"’ZVi s Do ?O .

p. 14,
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Only 27 percent of the firms locating in
Oklahoma during the period studied indicated wage
rates as an important locational factor.13 Among the
range of earnings of machinists, mechanics, tool and
die makers, labors, packers and truckers, no particular
state in the Ozarks region offered a "lowest" range.
For example, mechanics earn less in Oklahoma than in
the other states while in the other skills the state
of Oklahoma is about in the middle range.

Other Least-Cost Oriented
Wants and Needs

The significant factors of taxes and energy
are grouped under other least-cost oriented wants and
needs., Taxes as a locational factor are not as important
as other factors yet they do warrant consideration.
For example, 18 percent of the firms locating in
Oklahoma during 1959-1969 indicated Oklahoma's tax
structure as a favorable locational factor. Taxes
however lead to overazall financizal considerations that
impact on business investment decisions. The Ben-Zvi
study concludes that state's funds would be better
utilized in improving the physical features of the

infrastructure and vocational training programs rather

L1pid, p. 54,
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than offered as inducements in the form of low-cost
loans or tax exempt:'Lons.lLF Among the five states, only
the State of Texas offers no financial inducement
program, yet Texas is again the only state among the
five that levies no corporate or personal income tax.
The tax factor appears to be an element of the overall
costing analysis rather than a significant single element.
Energy as a locational factor is the least
significant factor among the top ten reported by firms
locating in Oklahoma during 1959-1969. The firm
that is a large user of energy considers

both availability and cost as important variables in

his analysis,

Competing External Environments

The common characteristics of competing
regions, states, areas, cities and communities are such
that in the 1970's the number of competitors facing
the managers and planners for marketing econonic
development is indeterminable, The United States
market alone is so closely linked by mass transportation
and mass communications media that boundaries have

become meaningless., As such, managers and planners

1pid, pp. 103-107.
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for marketing economic development must first evaluate
the current and potential assets that exist in their
respective locations with the view of possibly realizing
a greater degree of successful achievement of goals in
a more narrow range yet in less time than is required
to attract major branch plants of the larger corporations,
The first three market target sezments that were suggested
in Chapter I1I, listed by short-title below, provide planners
with meaningful targets that are already under the local
area of influence:

One: Entrepreneurs

Two: Products consumed locally,

Three: Expansion of local firms.

Four: Firms seeking places to relocate

or establish branch plants.

Analysis of the Internazl Environment

The internal environment constitutes the
various elements of the infrastructure that is subject
to adaptation to meet the needs, wants and desires of
potential consumers that were identified in the analysis
of the external enviromments. It has only been in
recent years that the national focus has been brought
to bear on the internal regional, state and local
levels. The Public Vorks and Economic Development Act

of 1965 was a milestone in the economic development
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history of the United Sta‘t:es.l5 The Act provides for

financial and technical assistance for underdeveloped
areas and regions of the United States. The Economic
Development Administration (EDA), U.S. Department
of Commerce, administers the various programs under
the Act. During 1970 a total of 808 projects were
approved to help create employment opportunities that
included:
e0e$157,896,000 for 308 public works projects
in 126 areas.
eoe$ 49,360,000 for 40 business loans in 25
areas,
eeed 14,670,000 for 216 new technical
assistance and research projects in 75 areas,
eee$ 10,235,000 to support the planning
programs of local communities, counties, and
multi-county development districts.
In 1969 Choate suggested a program of economic

development research and demonstration projects for

1
5U.S. Congress, Public Works and Economic
Development Act of 1965, Public Law 136, 89th Congress
2d. Sess,, 1965.

16Jobs for America: Annual Revort, 1970,
Economic Development Administration (Washington:
U.S. Government Printing Office, 1970), p. 1. The EDA
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the State of Oklahoma.17 His study contains a thorough
analysis of the internal environments of the state and
recommends several programs on the macroeconomic level
to improve the infrastructure, to improve the level of
vocational training, and to develop demonstration
projects that are designed to accelerate the expansion
of industry in the state. His study is useful to the
executive (top) management level in establishing
missions and objectives and to managers and planners of
economic development in establishing goals for achieve-

ment of the missions and objectives established.

programs are but one source of financial and technical
assistance for improvements of the internal environment.
The EDA programs and other federal programs which
constitute the primary source of financiazl and technical
assistance for regional and area economic development
are not discussed in detail in this study. A study
published by the Brookings Institution in 1969 contains
a comprehensive review of the proliferation of federal
programs designed to create economic opportunity in
various regions and areas in the United States. See
James L., Sundquist, laking Federalism Work (Washington:
The Brookings Institution, 1969). Further, the Office
of Economic Opportunity (OEQ) publishes a report of the
1019 programs administered by 57 federal derartments and
agencies of the United States government that offer
varied programs for financial and technical assistance.
See Catalog of Federal Domestic Assistance, Executive
O0ffice of the President (Washington: U.S. Government
Printing Office, 1971).

17Pat Choate, "An Economic Development Program
for Oklahoma" (unpublished Ph.D. dissertation,
Department of Economics, The University of Oklahoma, 1969).
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)

Development of action plans for marketing
economic development, on a micro level, are
based on the major factors determined through analysis
of the marketing and physical distribution oriented
wants and needs of potential customers, labor and
public wants and needs and others as identified through
analysis of the external environments. Competitive
factors are considered as they may impact greatest
when all other factors are about on an egual plane.
The factors of logistics impacts on competition among
competing regions and states because logistics provides
the means to influence the most important factor of
location decisions: the markets for products factor.

Survey of Products: Candicdates for liarket
Target Segments One, Two and Three

With market target segments one, two and
three in mind (market target segments identified in
Chapter II ), a survey of several local (Norman,
"Oklahoma) business firms was conducted to obtain
samples of products that are sold in Norman, but
manufactured in states other than Oklahoma. The survey
was conducted by personal interviews with local
businessmen and letters requesting businessmen to
suggest products that are sold in their stores that had

been manufactured in a state other than Okxlahoma. A
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list of the firms sampled is at Appendix A. The respondents
were enthusiastic about the possibility that someone
would encourage more local (state) manufacture of
products sold to the residents,

A sample of the specific products sold in
Oklahoma and recommended by Norman merchants for
manufacture in Oklahoma is shovn in Table 4,

Data on specific products and quantities
sold in a given city or area are easily estimated. One
method is the survey approach used in this study. This
procedure is simple and direct, and will identify a
myriad of products and possibly uncover demands for
products not currently available in local retail outlets,
but fails to determine the magnitude of the demand for
each product. For example, one hardware store owner
seldom knows the quantity of all "barbecue-tubs” sold in
the area, but he certainly knows that they are sold. A
primary source for obtaining the data is through trade
journals. For example, the leading liquor store manager
in Norman reports that sales of 0ld Charter bourbon,
manufactured in Kentucky, amounted to $3,000,000 per
year in the state. The data was quoted from the liquor
industry trade journal for Oklahoma. Another example is
data published by the Association of Laundry and Dry
Cleaners that contains the number and size of these

establishments in states and major cities. Computation
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TABLE &4

Products Sold in Oklahoma but Manufactured Outside

Oklahoma:

Suggested as Candidates for

Manufacturing in Oklahoma

Product

State Manufactured:

Automotive

131,347 Chevrolet parts
MAG Wheels

Construction

Hand Power Tools
Aluminum Windows and Doors
Gypsum Wallboard

Hand Tools

Builders Hardware
Cabinet Hardware
Dental

Banding materials
Dental Pliers

Dental Cement

Face Bows and Neck Pads
Headgear

Impression Trays
Elastic Leg. Thread
Elastics (mouth)

Hand Instruments

Michigan, Illinois

Ohio

Tennessee
Missouri
Texas
Connecticut
Connecticut

(Japan)

California
California
California
Indiana
Indiana
Colorado
Colorado
California

California
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TABLE 4 (Continued)

Education

Duplicating (mimeo) equipment Illinois
Drawing supplies Illinois
Writing Paper and Notebooks New York
Text and Trade Books New York
Art Supplies ) I1linois
Mat and Poster Boards Illinois
Paperback Books New York

Fabrics and Clothing

Towels and Linens Michigan
Swim Suits California
Ladies Wear New York
Buttons Kansas
Aprons Minnesota
T-Shirts Kansas
Sweatshirts Kansas
Jackets Kansas
Food

Sugar California
Fruit Cocktail California
Dog Food Missouri

Pork and Beans Texas
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(Continued)

Laundry-Dry Cleaning

Hangers

Plastic covers
Industrial Chemicals
Liguor

Cutty Sark
Kentucky Gentleman
Ten High

Ole Crow

Smirnoff

Windsor

Seagram 7-Crown
Tvarseki

Jim Bean

Ole Charter

Mobile Homes

Mobile Homes (complete)

Air Conditioners for lMobile Homes

Mobile Homes Windows, Doors

Motorcycles

Springer Front Forks
Helmets
Reflectors

Gas Tanks

Texas
Texas, Arkansas

Texas

Scotland
Kentucky
Illinois
Kentucky
Michigan
Canada

Kentucky
Illinois
Kentucky
Kentucky

Indiana
Indiana

Kansas and Texas

California
Texas and Calif.,
New Jersey

California
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TABLE &4 (Continued)
Other
Church Furniture Arkansas
Greeting Cards Massachusetts
Hand Lotion Ohio

Hair Spray

Suntan Lotion

Vitamins

Light Bulbs

Megaphones

Parts Control Index System
Film

Pillows and Mattiresses

Lavm Mowers

Barbecue Grills

Lamps

BB Guns

Small Home Electrical Appliances
Luggage Racks

Paper Towels

Filters for Air Conditioners and
Heating Systems

Attic Power Vents

New Jersey
Texas
Texas

Ohio
California
Illinois
New York
Texas

Ohio, Michigan,
Nebraska

Illinois
Arkansas
Arkansas
Illinois
California

Tennessee

Pennsylvania

Texas

Sources Survey of businessmen in Norman, Oklahoma
conducted by the author during May-June, 1971.
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of products and quantities used in the industry by
city and state can be estimated. In a study
conducted of the household laundry equipment industry
the researchers were able to estimate the demands
for home laundry equipment and manufacturing-distribution
costs based on data obtained from reports of manufacturers,
trade journals and public documents. .

The Bureau of Business Research, University
of Oklahoma, provides a monthly report of dollar sales
in the state by SIC groupings. The data is obtained
from tax records by type of retail store. These data
are useful indicators as are data on commodities shipped
inbound or outbound. The information may be transiated
to useful statistics through correlation analysis.
For example, the average number of housing starts in
any city or area provide an excellent source of data
to project the demands for hundreds of different
products that are needed to construct the units and
estimate the increased demands for products that most
households purchase when moving into a new home. It
is a safe assumption that each new home will have
several types of utility features installed and most
will require a new "barbecue-tub®.

The significance of the above comments is
that the step following the identificaticn of products

that are candidates for market tarzet segments one,
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two or three is to determine the effective demand for
specific products.

There are several generalizations that can
immediately be made ffom a review of the products
listed in Table 4. The first, perhaps, is that
the 1list of products has no bearing on the first
market target segment. Such a generalization would
be partially correct, yet 1ideas are provoked from
the 1ideas of others. Another generalization is
that the products listed may or may not be suitable
for promotion by the second or third market segment.
Again partially true: the earnestness of the local
businessman cannot be denied, however, when he suggests
products that he knows from experience are in
continuous demand, are profitable to the manufacturer,
and hopes to see the benefit accrue to the citizens
of his state. The market target planners must
therefore be selective and the reader must of course
keep in mind that the list of products in Table 4
are a scant sample of the total number of consumables
and industrial products sold in Oklahoma that are

manufactured in states other than Oklahoma.
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Sources of Financial and Marketing Assistance
for New Products Manufacturing

A survey was conducted of several possible sources
of financial and marketing assistance to aid the person
with an idea, the entrepreneur, or the local businessman,
The study made use of a questionnaire, personal letters,
and personal interviews. The four questions asked in
the questionnaire are shown under Table 5. Questions A
and C stress the financial aspects of assistance while
questions B and D combine both the financial and the
marketing aspects, The mix in questions was deliberate
and intended to seek opinions and willingness to provide

assistance behond financial assistance only.

The results of the study are reported in Table 5.
Questions were asked of a sampling of U.S. Government
agencies, State of Oklahoma agencies, finance companies
in Oklahoma, banks in Norman, Oklahoma and banks in
the Oklahoma City SMSA, and several banks in major
cities outside Oklahoma. A list of the agencies and
institutions represented in the sample is at Appendix B.

The survey of financial institutions, as

with the survey of local retailers, serves as an
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TABLE 5

Sources of Financial and Technical Assistance
for Entrepreneurs and Small Businessmen

(Percent YES response)

Source Questions
A B c D
U.S. Government Agencies 38 38 38 38
State of Oklahoma Agencies 0 50 50 50
Finance Companies in Oklahoma 0 0 33 33
Banks in Norman, Oklzhoma 75 50 100 75

Banks in Oklahoma City, Oklahoma 38 25 88 50

Banks in the Oklahoma City SMSA
less Norman and Oklahoma City 20 20 80 80

Banks Outside Oklahoma 64 64 73 64

Question A: "Do you have a program that will provide
financial and technical assistance to 2 person who has an
idea for a new product that could be manufactured and
marketed?"

Question B: "Do you have a program that would provide
financial and technical assistance to a person to establish
a manufacturing plant and help him locate markets for his
product?"

Question C: "If a person knows of products that are now
being sold in the local community but manufactured outside
the state, and wants to establish a manufacturing capability
in the community, would you assist him?"

Question D: "If a person is now a small manufacturer and
wants to expand into other product lines would you help
him identify products that are marketable?*

Source: Survey conducted by the Author, May-June, 1971.
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indicator of the cooperation and expectations that
the entrepreneur or small businessman might expect to
receive from the various sources of financial assistance
represented in the sample.

The individual or the small businessman
can expect little hope for financial or any other types
of assistance from the various federal agencies., There
is one exception: the Small Business Administration.
The fact is that the federal azgencies prefer to work
through state and local community development organiza-
tions although their announced programs are not
necessarily so stated. Several of the Small Business
Administration's programs are reviewed briefly in this
section followed by a review of the conments received
from State of Oklahoma agencies, a sampling of finance

companies in Oklahoma and commercial banks,

Small Business Administration (SBA)

The SBEA is a direct source of assistance,
financial and managerial, to planners for marketing
economic development. The SBA administers several
types of economic development assistance programs
that focus primarily on the small businessman but

do have programs to assist the entrepreneurs. A few
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SBA programs are described in the following paragraphs.
Business Loans--direct and immediate partici-

. pation loans, guarantee plans and simplified early

maturity loans. This program covers such assistance

as business construction, conversion or expansion,

purchase of equipment, facilities machinery, supplies

or materials, and provides working capital. The maximum

loan under this program is $100,000 to any single

businessman or guarantee up to 90 percent of a

maximum loan of $350,000 made by a commercial bank,

The maturity period is 6 years for working capital

and 10 years for other than working capital, Collaterial

is required and may take the form of real estate or

chattel mortgage, warehouse receipts, assignment of

contracts, guarantees or personal endorsements or

" current accounts receivable, SBA loans under this

program average $25,000 per contract. 18
Economic Opportunity Loans (EOL)--designed

for low-income or disadvantaged persons who have

lacked the opportunity to start or strengthen a

small business and cannot obtain the necessary

financing from other sources on reasonable terms.,

18 Key Features of SBA's Principal Lending
Prosrams., Small Business Administration (Washington:
U.S. Government Printing Office, 1969), p. 1.
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The maximum loan amount under the EOL program is
$25,000 to any one borrower with working capital
loans limited to 10 years and construction, machinery,
etc. loans limited to 15 years maturity. Any
worthwhile collaterzl 1is suitable.lg
State Development Companies--any corporation
organized by the state with authority to assist the
growth and development of business concerns. The
funds are available direct from the SBA in the
amounts authorized and approved by the state economic-
industrial development corporation. The maturity
period of the loan is 20 years.2
Local Development Companies--any corporation
formed by public spirited citizens of the community
interested in planned economic growth of that community.
The Local Development Company may use the loans to buy
land, build a new factory, acquire machinery and
equipment, expand or convert an existing plant, construct
& shopping center or numerous other projects. The SBA
limit on 90 percent guarantee loans for these projects
is $350,000 for each identifiable small business

assisted. It is expected that the Lccal Development

19 1pbid, p. 1.
ZOIbid,po 2.
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Company would generate 20 percent of the cost of the
project. The maturity period for loans under this
program is 25 years.,

Small Business Investment Company (SBIC)--
a2 SBIC must be licensed under the SBA Investment Act.
Minimum private capital is $150,000. An SBIC is
eligible to borrow $2 for every 31 of private capital
up to a maximum of $7.5 million or up to $10,0
million if a substantual amount has been invested in

venture capital. The maturity period farloans under

the SBIC progam is 15 years.22

Further research into the SBA programs
indicate that the SBA would not necessarily be
receptive to assisting the person with only an idea
and a strong desire, lacking knowledge, financing and
experience, i.e.-the first market target segment.
According the the SBA literature as confirmed during a
personal interview with a SBA official in the Oklahoma
City Office of the SBA the agency does not engage
in venture 1loans to persons who have only ideas

and the entrepreneural desire, lacking all other means.23

2l 1bid, b. 2. 22 1134, p. 3.

23SBA: What it is...What it does. Small
Business Administration (Washington: U.S. Government
Printing Office, 1970), pp. 3-4, and conference with
Mr. Frank Stegall, Loan Officer, Small Business Adnminis-
tration, Oklahoma City, Oklahoma on May 17, 1971.
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Those under market target three, existing
firms who desire to expand, could expect financial
and managerial assistance from the SBA subject to
the firm's past earnings record, future potential,
ability to repay, repayment period and collaterial
such as real estate, warehouse receipts, etc. The
existing owner-manager would normally be required to
be able to show collateral or owner investments up
to about 50 percent of the amount required for
expanding the firm's capacity and/or entering into
the new product line?

Every applicant under the SBA Economic
Opportunity Loan Program is expected to have some of
his own money or other assets invested in the business.
Management assistance, in addition to financial
.assistance, is provided under the program, but, again
according to the Oklahoma City SBA official, there is
no existing program that would provide asistance to
any applicant in the field of marketing research or
determining marketing opportunities for his product,
The management assistance programs are limited to
internal efficiencies and accounting records and some

technical training assistance. The applicant, using

2b 134,



92

his own resources, would be required to contract

with a marketing research firm for product and marketing
development assistance. Mr. Stegall of the Oklahoma
City SBA office indicated that the lack of a marketing
assistance program was perhaps one of the greatest

weaknesses of the SBA programs.25

State of Oklahoma Agencies

State of Oklahoma agencies are not a direct
source of financial and technical assistance for the
entrepreneur or small businessman, but are much more
directly responsive to location of sources of assistance
for him within the state. The State of Oklahoma
Industrial Development and Park Department replied

to Questions A thrqughAD as follows:

Question A. "We do not have a program to

assist someone who has nothing more than an
idea for a new product. However we can
provide market information to him on his
product.”

Question B, "Yes, for example the Industrial

25Ibid.
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Financial Authority. The Industrial
Development and Park Department will assist
him with the application. However, the
entrepreneur must have his own plan completely
developed to include a realistic budget,

a confirmed market for his operation, a
payback plan, his anticipated agenda or

mode of action, and a capable management
expertise."

Question C. "If the individual has the

background or expertise to manage the proposed
operation and has done the necessary

research, either with or without the help

of the Research Division to establish such

an operation, financing help could possible
be obtained...we are presently designing a
program to identify the products you mention
and would encourage new production or
expansion into these lines by in-state

firms."

Question D. "“Yes, however...a great deal

depends on thorough market research by the
company to ascertain the best market plan,

the implementation of the plan, and overall
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. "
management expertisee.

Finance Companies in Oklahoma

Finance companies do not provide a source of
financial or technical assistance for the entreprensur
or the small businessman. Finance companies were
almost unanimous in their negative responses. One
commented that he might make a small personal loan if

it were completely secured, preferably by real estate.27

Banks

Banks are 2 source of assistance for
the entrepreneur or small businessman but do not

lean too favorably toward the more risky ventures., Banks

26Letter, Industrial Development and Park
Department, State of Oklahoma, Oklahoma City, Oklahoma,
May 10, 1971.

27Leading nationwide Finance Company, Norman
Office, Norman, Oklahomz.
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located in Norman, Oklahoma are responsive

to the idea man but not nearly so much when asked

if assistance could be provided him to establish

manufacturing capability and market the product.

his

Banks located in Oklahoma City and the Oklahoma City

SKSA (less Norman) have a negative outlook

as regards the idea man or entrepreneur,

When the aspects of specific products and

markets for existing products was discussed, all
banks were more receptive to providing financial
other assistance to the businessman. Again, the
local Norman, Oklahoma banks were more favorable
providing assistance than those banks located in
Oklahoma City SLiSA(other than Norman)or outside
Oklahoma. The survey of banks located in major
outside Cklahoma show them to be more responsive
providing all forms of assistance than the banks
Oklahoma. The Bank of America is leading

the way in overcoming the legal and time~honored

lending practices of granting loans only to sure

and

to
the

cities
to

in

bets.28

Least the reader obtain the view that all

banks have a decided posture, the following comments

28“The Biggest Bank Bets liore on High Risk,"

Business Week (liay 22, 1971), pp. 80-~81.
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will shed some light on these considerations,

Bank in Norman, Oklahoma. "We sincerely

strive to work with any new business or
entrepreneur desiring to locate in the
Norman area. Several concerns in Norman

at the present time were financed originally

by the Bank, We believe it is

the responsibility of the local banks to
encourage new business and development of
existing business."”

Banks in the Oklahoma City SiSA (less Norman).

" .esa@Ssuming he put some capital in our bank
.eewould not be interested in providing the bulk
of the equity."

"Yes-depending on the security and dollar
amount subject has to put in business."

“No*"

"Our bank, as most aggressive commercial
banks, would be interested in helping
finance business ventures and have no
particular hangup concerning new companies
or new products, as long as the loan can

be supported by financial information on
collateral, i.e.-capital would have to be
sufficient to support credit.”

".eowe would not be able to assist a new
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business to the fullest extent financially."

Bank in the Chicago, Illinois area

"We certainly are in a position to, and do,
offer financial counseling to someone with a
new product idea. The degree of ...assistance
«soswould depend entirely on the nature of the
new product idea...we would be interested

in assisting him in every way possible, if

his ideas seem to have genuine merit and
supported by adequate professionally-prepared
feasibility data. At the same time, it is
still not the customary province of commercial
banks to undertazke the investment banking
function providing venture capital, particularly
for an untested type of enterprise. Currently
we are participating in a number of exceptions
to this general principal in the course of our

minority enterprise assistance activities."”

Planning for liarket Target Number Four
Karket target segment number four--existing
firms seeking places to relocate or to locate branch
plants-receive the major portion of state and community
expenditures for economic development planning and
promotion. A search for a sample of advertisinz that

would announce the need for a firm to produce X-thousand
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"barbecue tubs" to serve a specific market of X-

thousand would, it is strongly suspected, prove to be

a fruitless meandering through'the dusty stacks.,

Georgia, "the unspoiled," has published the most

beautiful brochures this side of heaven, 2all in color,

but on NO page was this author able to find an

advertised need for a (or another) "barbecue tub"

manufacturer in the state.29 The State of Virginia's

brochures are also most impressive. One publication

is directed toward encouragement of the cosmetics

industry (several thousand products) but no specifics

on "barbecue tubsﬂ'BO Towa also flunked-~the-course

although their literature contains a list of 31 newly

organized industries, 36 branch plants and 155 expansions

during 1970. One may assume that there are "barbecue

tub" manufacturers among the lot but not with any

assured degree of certainty. 31
Economists have come to the conclusion that

32

industry 1locates at the point of least cost. And

they are absolutely correct!

29Brochures from the Department of Industry
and Trade, State of Georsgia.

30Brochures from the Division of Industrial
Development, State of Virginia.

313rochures from the Iowa Development Commission,
State of Iowa.

32 mist's bibliography onthe econonic
theory of plgg% Egga%ggg?ml
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This does not say that transportation for
the sake of transportation alone is the critical
factor in plant location; transportation is the means
to the end of the production-marketing chain of
events, Transportation analysis seeks to determine
the optimum balance between bringing the factors of
production together at the point where the economic
and temporal factors of physical distribution are at
least cost for that product, not the entire industry.
The implication is that there must first exist a
market for the firm's product either at the present

time or in the forseeable future,

Infrastructure Improvements

Selection of specific programs and projects
for infrastructure improvements are the result of
analysis at all levels of planning. At the regional
and state levels the macro-level estimates are evaluated
for the impact of major development programs such as
roads, highways, rivers, harbors, rail networks,
distribution centers, freight rates and other elements
of the transportation and physical distribution system.
The regional and state levels of economic development

planning also study vocational, public and higher



100

education facilities designed to improve the qualifi-
cations of the labor force and the general public;
taxation, laws and major financial programs for
attracting industry; identification and designation
of primary industries that are desirable and will be
beneficial and meet the objectives of the region or
state; the types of programs and long-range projects
that are human oriented such as recreation, leisure
and retirement.,

Area, city and community infrastructure
improvements are more effectively identified by
planners at these levels consistent with the overall
economic development program that has been generated
at the regional and state levels, They would include
direct plamning for specific goals and indirect
ﬁlanning for the improvement of means (such as venture

capital) of achievement of the goals established,
Selection of Market Target Segments

The four market target segments suggested
in Chapter II of this study provide the planner for
marketing economic development concrete examples of

where to begin after the external analysis phase of
the planning process is completed., The area, city
and community levels are nearest to market target

segments one, two and three,
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There are products that are universally
consumed and are candidates as a market target segment
that could not be produced economically at several
locations, Planning studies on the products of
these industries are more appropriately performed at
the state and regional level although the desires
and goals of area, city and community planners
considered. An example follows:

In 1968 a comprehensive study of the
household laundry equipment industry was published
that used the State of Oklahoma as a proposed location
for the industry. The authors suggested five major
steps in the procedure for analysis of marketing
patterns and for the linkage of specific production
centers with specific market centers for the household
laundry industry. They are:

Step 1. Determine which states produce the

commodity being studied and determine which

of those producing states supply Oklahoma,

Step 2. Determine the pattern of movement of

laundry equipment from the production center

to other state markets,

Step 3. Group data for several states to

form regional markets for comparison.

Step 4. Compare the estimated manufacturing

costs in the production center with those of
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possible Oklahoma locations,

Step 5. Compare estimated transportation
costs from the production center and proposed
Oklahoma production locations to the Oklahoma

33

oriented regional market.

The work being performed by the Ozarks regional
commission on economic opportunities in the Arkansas
river region is another example of market target
analysis at the regional-state macro level. The
criteria for selection of industries along the Arkansas
river extensions is being established and include such
factors as attractive freight rates, industries that
typically pay higher wage rates, industries expanding
in own lines or diversified lines and current-potential
-markets for the products of industries desired.
Significant in these studies is that if the regional
or state level planners fail in their strategic planning
responsibilities, then the possibility of undesirable
and less economically productive industries will fill
the void., Once located and occupying the prime locations

they become next to impossible to dis-locate.
Marketing Rationalizations

The analysis of the external environments

33 james A. Constantin and Jo N. Bond,"A Method
of Analyzing Key Market Patterns and Cost Data for Plant
Decisions."” (Norman: Oklahoma Economic Development
Foundation, Inc., 1968), pp. 2-6,
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provide the economic development planner with the wants,
needs and desires of potential customers for his product.
The four segments of the market target provide an
opportunity for analysis of specific products and
industries. Emphasis was placed on analysis of already
existing industrial assets in the short-range and
larger corporation branch plants in the long-range.
Successful execution of the development plans are
contingent upon financial and technical assistance
from several sources beginning at the local bank.

Communications is the cornerstone to overall
economic development planning, from the regional level
down to the local community level, Macro level
planning belongs at the regional and state levels,
incorporatingthe area, city and ccmmunity development
programs. The selection of market target segments is
a function of the analysis performed of both the
external and internal environments and the adapters
that can feasibly be brought to bear on the infra-
structure of the region or the area, Industries that
are shown, after careful analysis, to be desirable for
that particular region, state, area, city or community
become the primary market targets.

This chapter has suggested applications of
the concepts of marketing to eccnomic development,

supporting the analogy of marketing goods and services
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and marketing economic development as illustrated in
Chapter II. Emphasis was given to analysis of the
factors that cause industrial firms to locate in a
given region or area, or expand, The primary locational
factors relate directly to logistical considerations,
therefore, the analysis of the logistics aspects of
marketing economic development was postponed to Chapter
IV so that they may be fully treated. They are dealt
with in Chapter IV,

Marketing is a several-sided tool of analysis
and execution for managers and plamners. This chapter
has used only the analysis side: rationalizations
follow analysis. They must address the functional
elements of the marketing mix such as advertising, etc.

They are not a part of this study.



CHAPTER IV

LOGISTICS ASPECTS OF MARKETING ECONOMIC
DEVELOPKENT

Introduction

The logistics aspects of marketing economic
developmnent, from the viewpoint of the economic-temporal
utility dimension, are contained in this chapter,
Among the locational determinants of manufacturing
that were reviewed in Chapter III the marketing and
physical distribution oriented wants and needs were
shown to be primary factors (combination of locational
factors 2, 4, 5, 7 and 8 in Table 3: factors 2 and 5
relate directly to factor 8). The locational factors
point to logistical considerations to a degree that
warrants a more fully analysis of logistics than could
have been given in Chapter III, They are treated here.

Logistics was suggested as the primary force
in economic development considerations because through
logistics:

es eg00ds physically move from the place of

production to the marketplace to provide place

utility.
105
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» e o200ds are physically stored near the
marketplace to provide both place and time
utility.

.eeg00ds of many descriptions, sizes, shapes
and forms are moved through a continuous
physical distribution pipeline providing
form, place and time utility to producers,

the marketplace, and consumers.

Logistics considerations have added a new
dimension to the familiar time, place and form utility:
an economic-temporal utility. Absolute dollar costs
are no longer relevant in economic locational analysis
least-cost studiess The combined factors of least
cost (economic) and least time (temporal) are now

relevant.

Lozistics and Locational Analvsis

The patterns of commerce which have developed
over the years shift and change with changes in local
conditions., Natural distribution points such as
St. Louis, New York, Chicago, Memphis, San Francisco

and Seattle were established decades ago because they
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were located on major waterways. As population and
other relevant patterns began to change, stabilize
in a region or area and create new opportunities, other
ma jor distribution points began to develop such as
Dallas and Houston in the southwestern region. As
reported in the sesquicentennial year edition of
the Arkansas Gazette:
*"The first phase of our growth as a nation
was influenced by water transportation.
Even the coming of the railroads, as would
be expected, emphasized the growth of those
cities located on water because of the
established trace routes. Both railroads
and motor trucks stimulated development
of inland points...a very significant aspect
of (economic development) involves transpor-

tation.“1

In previous chapters of this study the major
factors that have caused industry to locate in particular
inland regions have been identified. Those most
significant to long-range economic development are
proximity to markets, future markets and proximity to
raw materials. These factors form the basis for the
economist's “least cost" locational theories. They

are brousght together for meaningful and useful systems

. 1James A. Constantin, "Arkansas-~-Renaissance
of a River, The Arkansas Gazette, November 9, 1969,
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analysis of the logistical aspects of economic develop-
ment,

For purposes of illustration let us assume
that cost of production is universally consistent and
due to mass consumption markets and communications
technology that the retail sales price for consumer
and industrial products is also universally consistent.
The variable remaining in the marketing analysis
process is logistics. Distance is no longer the
measuring stick of proximity to markets or from sources
of raw materials: cost (economic) and time (temporal)
are the relevant factors in the 1970's. The quantity
of service is no longer relevant but instead the
quality of logistical, total logistical systems services,
is relevant. The aggregate of all factors are
considered. This process is known as 1logistical

systems analysis, The editor of Trangportation and

Distribution lianazement reports:

"The systems approach to a protlem involves
not only a recognition of the individual
importance of the various elements of which
it is composed, but an acknowledgement of
their interrelationships. Physical Distribu-
tion is the child of systems analysis. It

is a discipline that attempts to combine a

number of disparate elements into a cohesive



109

whole., Its goal is optimization of efficiency
in the distribution of goods...and, in pursuit
of that end, the physical distribution general-
ist must be prepared to accept gross
inefficiencies in any or all of the components
so long as the overall good is served thereby.
For example, air carriage is, in terms of
direct costs, the most expensive available
method of freight transportation. But a
company may, by using air transport, be able
to greatly reduce its inventory control
expenses. If the result is a net gain for

the company--that is, if the extra costs of
shipping by air are less than the potential
inventory savings--~then this is clearly the
best method. Transportation costs efficiency
has been sacrificed for the sake of distribu-

tion cost efficiency."2

Not only may air transport actually reduce
total distribution costs, it may so improve the quality
of service by taking producers closer to their markets

that new customers are acquired or o0ld ones retained.

2Colin Barrett, Transportation and Distribution
Nanagement (April, 1971), p. 3.
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Thus, even if air transport adds to cost, it may
prove economic because of the marketing implications

of economic-temporal utility.

The Logistiecs Environment

The logistics environment encompasses the
physical characteristics of transportation and distri-
bution systems, storage and inventory facilities,
redistribution centers, interconnections among modes,
the quantity and quality of various modes to serve
specific and all-purpose needs, the economic-temporal
cost of the utility provided by the total systen,
and the information-control systems that provide
effective, efficient and coordinated management of
the total system. The adequacy of the total logistics
.system will in the final analysis be the single most
important aspect of the internal environment that
impacts on economic development marketing. Simply
said: if the logistical system of one region or
area is inferior to another, the competitive position
of that region or area is also inferior.

Physical connections are important as they
provide the base upon which economic-temporal studies
are made. The current development of physical distri-

bution facilities in a region or area determines the
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isolation, or intra-regional and inter-regional
connections to markets. The degree of the quantity
and quality of the services available, being improved
and planned, are indications of the effectiveness of
economic development planning and interest in a given
rezgion or area, For example, the State of Oklahoma
has either existing facilities or planned improvements
to provide physical connections with ports along the
newly developed Arkansas riverway in the forms of
highways (motor freight), railroads (rail freight),
ports (water freight), pipelines (special purpose
freight), airports (air freight), warehouses (storage),
and distribution centers (freight forwarders).

Physical connections, however, are not enough.
Economic and temporal proximity are the key factors
in the 1970's simply because most competing regions
in the economic development race now have physical
connections in one form or the other,

Economic proximity considerations are more
closely aligned to the locational factor of least
cost consideration., Coupled with temporal consider-
ations, they provide today's locational yardstick.

The means of providing economic-temporal utility is
through intermodal distribution systems which are

discussed in the.following pages.
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Intermodal Distribution System
Improvements

Intermodal distribution systems include
all modes of transport (rail, motor, air, water,
pipeline) and the efficient means of switching and
interconnection of the flow of products between any
and all modes that carry products of all sorts.,
This is not to say that the flexibility of the system
must include a pipeline that would carry bulk coal
(there is such a system in operation) but instead
a network of carriers and central distribution-
redistribution points that continue the product on
its route in the least amount of time at least cost
to the shipper. The effectiveness, efficiency and
cost of the system is a factor of several available
means and utmost coordination among the means of
transport. In addition, some one central point,
agency or commercial enterprise must act as the
overall coordinator. For illustrative purposes we
refer to this point of coordination as the super-
forwarder,

The availability of the intermodal system
of logistics during the 1970°'s is expected to have
a profound effect on economic development of regions
and areas that are efficiently served by such a

network., The experiences of the Dallas-Ft. Worth
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intermodal system during the 1960's serve as an
illustration of full-service components of logistics
that include the availability of all modes of transport,
except water, distribtution centers where large shipments
are received for break-bulk and trans-shipments in
small lots regionally, direct physical transfer of
cargo and containers from one mode  to another,
consolidated local pick-up and delivery, staging

for export shipments, and the immediate availability

of the several typves of firms that support the central
distribution center or centers,

According to the editor of Transvortation

and Distribution Management, the 1970's promise to

become a "soaring" decade in logistics and physical
distribution systems. The general movement is toward
‘unitization and consolidation of shipments in a
variety of forms, from palletization to piggy-back.
For example the Chesapeake and Ohio/Baltimore and
Ohio railroads are experimenting with a prototype
car that could stretch to as long as 200 feet, with
a capacity of 470 tons of coal, which may become
operational during the next few years. Unit trains
are already carrying bulk commodities on a contract
basis between two points and there is talk and planning
for 1land bridges to interconnect ports and inland

destinations for bulk shipments. Piggy-back services
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and trans-shipments of containers is expected to
improve during the decade with closer coordination
between railroad, water and motor industry planners.3

Thus far airlines have not been able to share
in the intermodal container movements, but with the
Boeing 747 and the super-cargo aircraft expected to
be in full service during the decade there will be
a greater flexibility of shipments of containers of
common sizes among the various nodes,

The greatest flaw in the intermodal physical
distribution and transportation systems now is the
lack of a central location in large industrial centers,
potential industrial centers or marketing centers where
the super-forwarder can efficiently coordinate all
inter and intra shipments, from local pick-up and
delivery (that last & mile) to transloading bulk
containers for national or international movements.
According to A, Scheffer Lang, former Federal
Railroad Administrator:

",.othe key to the success of an intermodal

system is specialization. Each mode of

transport does a particular job better than

another, The railroads are best a2t carrying

3Colin Barrett, "Physical Distribution in the
1970's: A 'Socaring'*Decade." Transportation and Distri-

bution lanagement (Jan, 1970), pp. 18-20.
“1bid.
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bulk cargo inlard and the water transport
industry best at carrying cargo on waterways,
both slowly, at minimum transportation costs.
The motor freight industry is best and most
efficient in short-haul (less than about 300
miles) freight movements and less-than-carload
lots., Pipelines are dedicated. The air cargo
industry is best and has the greatest potential
for movement of large tonnages of packaged

or containerized cargo over long distances at
minimum time. The super-forwarder could and
should coordinate the shipments among the
various modes, NOT coordinate the modes but
instead select the mode of transport and

route that will provide maximum efficiencies
within the total system at least cost to the

shipper.5

In addition, automation of the distribution
concepts of routing of cargo over the most efficient
means and routes that provide the desired economy and

keeping track of the shipments enroute, plus billing,

inventory control of cars and/or other major items

. 5"Transportation Needs a Drastic Overhaul,"
Business Week (Nov 14, 1970), pp. 63-76,
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of transport equipment, rate making and retrieval,
can be facilitated by the electronic computer.
Barrett believes that automation of the intermodal
systems has great promise for the 1970's however he
sees an entirely insufficient amount of long-range
planning for introduction and operation of the
intermodal systems concept. He comments:
“Lack of planning has condemned the transpor-
tation industry of the past to the present
(yesterday's future) unsatisfactory situation.,
Unfortunately, the industry shows few signs
of learning its lesson--and with some reason,
for the uncertainties of the present make
the future course of action highly conjectural.
The problem is that 1ittle solid planning has
been done by anyone for any but the most
immediate future. The physical distribution
community is much too engrossed in its present
problemns at the moment to deal rationally with
the distant (even, say, as much as five or
ten years) future, and appears likely to
remain so. The railroads, for example, have
an immediate survival problem which they
must first transcend before looking forward:
the motor carriers can only see the future

as an expanded continuvation of the present:
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the airlines are continually wrestling with

the problem of technology."6

The significance of the aspects of physical
distribution systems lie in the ability of those systems
to make the region or area competitive in terms
of quality and cost of service with other regions. They
can be summarized as follows:

1. The recbgnition that without adequate

physical distribution facilities an area

is handicapped in an economic development

program.,

2. The recognition that seeds of radical

change in the use of transportation and

physical distribution systems have been

sown.,
The Public Regulation Dilemma

In the previous section the greatest flaw
in the intermodal distribution and transportation
systems was identified as the lack of efficient

coordination or the means to achieve coordination within

6Letter from Nr. Colin Barrett, Editor,
Transportation and Distribution iianagement, dated Feb 9,

1971
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the system. The purpose of this section is to identify
another major resistance to economic development:
discriminatory practices of the federal government
in regulation of transportation.

An example of freight rate differentials on
grain from competing producting points to a market
area will serve to illustrate a logistics related
environmental resistance to economic development which
faces the managers and planners for economic development,
A study of the existing freight rates for shipments of
grain from Oklahoma or Kansas to Harrisonburg, West Virginia

reveals the following:7

From Via Distance Rate

Oklahoma liemphis (direct route) 1339 127.2¢

Kansas Kansas City 1397 105.1¢
(direct route)

Oklahoma Kansas City 1416 116.1¢
(indirect route)
The reader may note that the Oklahoma grain
grower is at a decided disadvantage. Not only is Oklahoma
at a disadvantage in competing for raw material markets,

studies have shown that for both raw materials and

7James a. Constantin and ¥illiam R. Southard,
Marketing and Logzistics Planning for Economic Develooment.
Paper prepared for the American liarxeting Association
Norkshop in 3Business Logistics, The Ohio State University,
May 18-19, 1970,
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manufactured goods the structure of existing freight
rates favor manufacturing in the eastern states of
the United States.8

The problems created by present regulatory
policies are unacceptable social costs and major
resistances to regional and area economic development.
The continued centralization of freight regulation
at the federal level continue to result in inefficient
traffic allocations, excess transportation capacity in
some modes and shortages in others, and continue to
stifle technological change and/or innovation. Only
the airlines have been able to forge ahead in technology
and innovation. The advantages of present federal
regulation as has been exercised since 1887 is to
maintain the status quo. According to a Brookings
Institution report, in terms of economic efficiency
alone, a policy that ended all rate regulation would
create benefits far in excess of the cost.

Federal freight rate regulation began with
the Act to Regulate Commerce approved by the President

on February 4, 1887. The early Act applied only to

8Ibia.

9Ann F, Friedlaender, The Dilemma of Freight
Transport Regulation (Washington: The Brookings
Institution, 1969), p. 164,
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interstate and foreign commerce but as the years passed
federal regulation became law over all modes of transport
and down into intrastate commerce. The Act resulted
from the complaints of the agricultural interests
mainly in the central and mid-western states claiming
unreasonable rates, discrimination and favoritism on
the part of railroads which at the time provided the
only means of transporting their products to the large
eastern markets.10 The Interstate Commerce Commission
(IcC) was formed as the national transport regulatory
body by the Act. During the early develcpment years
of the west the Act, through the ICC regulators,
served to encourage raw materials productions in the
western and southern states, and manufacturing in the
eastern states. The rate structure that exists today
and most regulations and regulatory controls over this
largest of private industries, 83 years after passage
of the Act, is about on the same keel as it was in the
beginning. The arguments for ninimizing or even
abolishing freight regulation, and regulation of the
industry, have continued to the present with almost

negative resultse.

10D. Philip Locklin, Economics of Transportation,
6th ed. (Homewood: Richard D. Irwin, Inc., 1963), see
especially Chapters 10 and 11.




121

A conference of experts in the field of
transportation was held at the Brookings Institution
on December 14-15, 1967 to provide a forum for
discussion of the current issues raised by federal
regulatory policies. The conference revolved around
two basic issues: VWhat are the costs associated with
current regulatory practices? Are any alternative
policies or practices preferable? The participants
agreed generally that continuation of federal regulation
in the present form contributed to poor investment
decisions, excess capz2city and excessively high costs
of transport service. There was virtual unanimity
that the present regulatory policies do not contribute
to the economic objectives of the nation yet were
hesitant to suggest adoption of alternative policies,
They agreed that a form of integration of the means of
transport was desirable yet had little faith in
present manazement's ability (especially railroads) to
assume these coordinating responsibili‘ties.ll

In current years, according to the July, 1970

issue of Traffic ianagement, the Administration is

looking at several alternatives for revamping transpor-
tation regulations. The proposals include abolishing
the Interstate Commerce Commission and the Civil

Aeronautics Board and transferring their functions to

llFriedlaender. pp. 175-186.
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the Department of Transportation. One Senator believes
that the present regulatory structure "...increasingly
impedes the development of intermodal transportation

and that a merger of the three existing agencies would
alleviate such problem areas as through rates and shipper-

12 Another Senator

carrier liability for cargoes."
believes that the transportation industry has suffered
from a "...chaotic patchwork of laws, regulations,
subsidies and policies which lack all coordination.”

He recommends national policies that will promote
competition and result in more efficient use of resources;
that this goal can be achieved through price competition,

freedom of entry and combinations among carriers.

Lindley H. Clark, Jr, writing for the #all Street Journal,

says:
"It certainly appears to be dubious national
policy to preserve a rate structure for pur-
poses like keeping inefficient trucking firms
in business and discriminating in favor of
some types of shippers (among the chief
beneficiaries of such discrimination are

rural areas), Nonetheless the pressures

12 .
"The Washington Report," Traffic lianagement
(Jul, 1970), p. 17.

Ibid.
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exerted on Congress in the past indicate
that it is indeed highly improbable that
there will be any early move to free competition

in tranSportation."lu

Senate Majority Leader lMansfield said recently
that the ICC is no longer an effective regulating
body and has introduced legislation to abolish the ICC.15
McLaren, head of the Justice Department's anti-
trust division, in a speech delivered to the New York
Bar Association argued that competition as a regulator
has a better track record than the administrative |
agencies. He suggested that federal laws encumbering
transport competition be discarded.16
The removal of freight rate disparities is
a process of negotiations with carriers and/or seeking

regulatory relief, Six distinct phases of analysis have

been suggested. They are:

1k
Lindley H. Clark, Jr. "“Regulating Freight:
Cost Far Exceeds Gain," The Wall Street Journal
(Jan 19, 1970).

15
"Congressmen Warn of Danger to Independence
of Commission," OQOklahoma liotor Carrier (karch 15, 1971).

16

"Washington Wire," Transportation and
Physical Distribution (Mar, 1971), p. 9.
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1, Identification of the major raw materials
shipped from the region.
2. Identification of present production points
of finished products made from the raw materials
produced in the region.
3. Determination of the percent of trans-
portation cost to total manufacturing cost,
both for raw materials and related finished
products,
L, Determination of market areas for products
of the region with the products selected
on a systematic basis,
5. Determination of the raw materials and
finished products on which freight rate
ad justment requests are most likely to be
successful,
6. In this phase, the first five should be
brought together and analyzed as a package.
A showing must be made of:
a., Where the region's raw materials
are going and why.
be. Where and why other areas are producing
finished products from these raw materials,
and where these finished products are marketed.
c.  The market areas the region could

serve if freight rate discriminations were
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removed,

d. Those products and materials which are

most susceptible to favorable freight rate

adjustments.l7
After these studies are completed, regional

and area economic development officials have a basis for

action with two options available, First, they can

prepare the appropriate material for presentation to the

carriers concerned requesting rate changes. The second

qptign is to seek relief from the regulatory agency.

Importance of Logictics-Related Environmental
Analvsis to larketing Economic Develorvment

Logistics has been shown in this chapter as
the element of the internal environment that impacts with
the greatest force on industry locational decisions. After
the first chapter in this study that examined and
discussed the historical developments of economic develop-
ment planning and the mar} ing concept, and the second
chapter that illustrated t:: analogy of marketing goods
and services and marketing economic development, the
locational factors that industry seeks in making location
decisions were reviewed in the third chapter. The

knowledge and the realization of these factors comes about

17James A. Constantin and William R. Southard,
Marketinz and Logistics Planning for Economic Development,

Pp. 33-35.
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through analysis, by economic development planners,
of the external environments that determine the potential
customer®s wants, needs, and desires.

Proximity to markets, proximity to raw materials
and transportation facilities were identified as the
three overriding locational factors that make a region
or area both attractive and competitive toward obtaining
additional industry. The first two proximity
descriptives rely on the third; transportation. It
has been shown that proximity to markets = nearness
to markets: the economist describes the environmental
factor as being at least cost location which means
at a point of minimum cost to produce and transpori
goods to the marketplace. The marketer describes the
phenomenon in its modern setting among technology in
%ransportation and control communications as optimizing

the economic and temporal factors.

Physical and Economic Proximity
to liarkets

Physical proximity to markets, in the

modern marketing sense, is as old fashioned as apple
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pie yet still a delightful subject when discussing

the road miles between the production centers of
Oklahoma City or Tulsa to the Dallas, Texas market.

It is certainly true that it requires a physical means
of distribution to interconnect the markets: means
that can receive, temporarily store, transport, sort
and deliver all sizes, shapes and forms of goods. And
it is helpful in the psychological sense to be able to
see modern vehicles and supporting equipment. Neat
lines can be drawn on maps and walls decorated,

Beyond the historical value of physical
proximations however, there exists the modern marketing
considerations that are relevant to the analysis of
logistics considerations: economic and temporal
considerations. Economic considerations relate to
total distribution costs which require analysis of all
phases of the physical distribution system and all
competing modes. It is not enough to weigh the cost of
transport alone. The cost of such factors as preservation,
packaging, packing and marking are as significant as
the cost of storage or inventory awaiting movement,
distribution or delivery. It serves little purpose to
rapidly move large tonnages if there is a breakdown at
the distributing point or at that last 2% mile.
Economic considerations coupled with the time to deliver

to the final consumer of the product are the two relevant
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measurements in the provision of economic-temporal
utility. In these times it is immaterial to the consumer
where the production base is located. He is interested
in delivery, on time, at the least cost to him. With
todays modern means of transport, overnight delivery to
the Dallas market, for example, through the Dallas-Ft. Worth
intermodal complex is just as feasible for an Oklahoma
supplier as one located in Los Angeles or Kansas City.
The economic-temporal considerations are, as has been
said before, today's locational yardstick.
Logistics-Related Resistances to
Economic Development

In this chapter two primary logistics-related
resistances to economic development have been identified
and discussed, They are related because both stem from
federal control of the physical distribution industry.

The most significant is the control of and
establishment of freight rates that have proven to be
discriminatory and costly, especially to economic
development planners in the southern and western states.,
As long as there exists this degree of federal
protection over the industry, the same protective
rules that helped win the west, the economic develop-
ment planners will be at a disadvantage to competing

industry in the eastern states. Several distinct phases
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of analysis have been suggested in this chapter for
economic development planners to follow in seeking
temporary relief. If the plamner for economic
development will observe the suggestions contained in
this study to first identify the indusitry that is
suitable for his product, and analyse the full aspects
of the external environments of that industry,
emphasizing markets for products and sources of
required raw materials, then he need not try to
overturn the laws, rules, regulation and habits that
have grown for several decades to protect the industry.
The planner for economic develorment can make a useful
contribution to his area by concentrating on phases
that he can influence.

Another significant logistics-related
resistance to economic development discussed was the
need for improvements in full-service intermodal
distribution systems. The example of the Dallas-

Ft. Worth intermodal complex was cited as a shining
example, yet there are several improvements that are
required before a truly full-service logistics system,
a fully intermodal physical distribution system, is
economically efficient. For example the physical
distribution industry suffers from the lack of a

true coordination among competing carriers. It is

generally recognized that each mode is a specialist
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in his own field, yet there does not exist a super-
forwarder that is empowered to coordinate the flow
and distribution of goods among competing physical
distribution means. Again, the plamner for economic
development need not wait for the resolution of a
problem that will eventually surface. There are
several examples, including the Dallas-Ft. Worth
conplex, of highly efficient intermodal physical
distribution systems that may be analysed. They have
proven successful within the system and provide a
necessary service and contribution to regional and

area economic development.



CHAPTER V

SUMMARY, CONCLUSIONS AND RECOMMENDATIONS

Summary

Several parallels between marketing goods
and services and marketing economic development were
illustrated in this study. The conceptual parallels
of missions and objectives, return, growth, sales and
markets, products and goals were shown to be almost
identical. Managerial activities which include
decisions to act and the act of the decision itself
were revealed to be absolutely parallel. Strategic,
managerial and operational parallels in marketing goods
and services and marketing economic development were
described as being almost identical. The managerial and
operational control parallels of marketing and financing,
and the environmental adapters were listed as closely
parallel in the actions required for thorough analysis
and rationalizations,

This study suggests an approach to marketing
economic development. Ten major locational factors
that industry emphasizes in locational decisions were

analyzed. They were grouped under marketing and physical
131
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distribution oriented wants and needs, labor and public
oriented wants and needs, and other least-cost oriented
wants and needs. The three most significant (proximity

to markets, proximity to raw materials, and transportation
services) that industry designates as deciding factors

all relate directly to logistical considerationse

Labor supply and labor-community attitudes
were identified as significant locational factors that
impact on logistical decisions, yet they and the
remainder of the ten primary factors were determined to
be secondary to those factors that depend on logistics
to interconnect the producer to the marketplace,

The internal environments that make an area
attractive and competitive in marketing economic
development were analyzed. Four market ftarget segments
were suggested. They are:

First, entrepreneurs with an idea, but limited

means or capabilities to develop their products,

Second, products that are universally consumed

but produced outside the region or area being

developed,

Third, local firms seeking expansion in their

own or other lines but requiring financial

and marketing assistance.

Fourth, firms seeking places to relocate or

establish branch plants,
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Emphasis was given to the means of identifying market
targets that are under the local control and immediate
influence of planners for marketing economic develop-
mente.

A survey of sources of financial and marketing
assistance for new products was conducted. The results
of the survey show that the first market target segment
would be hard pressed to obtain financial assistance.
For the small businessman, the Small Business Administra-
tion (SBA) was found to be the primary source of
assistance for development of additiongl lines or for
increasing present capacity. Commercial banks are not
receptive to assisting the entrepreneur. There are
several programs, however, that benefit the economic-
ally deprived that possibly could be expanded.

Although the survey respondents indicated several sources
of financial assistance for the small businessman, there
was no indication of any sources of assistance readily
availatle.

Selection of market target segments for
regional and area economic development were described
as requiring definite steps in analysis to determine
the feasibility of identifying industries that are
desirable and suitable for the region or area being
developed, The idea that all or any industry is good

for every region or area was discarded.
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Logistics was classified in this study as the
principal determinant of successful economic development
because through logistics goods are physically moved
from producer to the marketplace to provide place
utility; goods are physically stored near the market-
place to provide both place and time utility; goods are
moved continuously through the distribution pipeline
to provide form, place and time utility. The study
illustrated that logistical considerations impact
with the greatest force on locational decisions
because of economic-temporal utility requirements.
Distance (physical proximity), only, is no longer
relevant. It is economic (cost) and temporal (time
to reach the marketplace) that are the relevant factors,
The logistics environment was discussed under two
ﬁrimary requirements for improvements in the internal
environments that will make the region or area attractive
and competitive: intermodal distribution systems
improvements and the public regulation delimma.

Intermodal distribution system improvements
were stressed as requiring an effective and efficient
means of cocordinating the movement of traffic among
the several modes of transportation and provision of
all of the several parts of the logistics system to
support increased industrialization of the region or

the area,
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The study suggested that the federal controls
established over the physical distribution industry
in the 1800's are inadequate for efficient and
economic logistical operation, The fixing of rates
for movement of manufactured goods still favors the
eastern states of the United States, which results in
ineffective and inefficient traffic allocations,
stifles technological change and innovation, and
discriminates against economic development in the
southern and western states.

The importance of the logistics-related
environments to marketing economic development was
suggested as the most important factor in regional

or area development,

Conclusions

Economic development planning requires
modernization of those methods, procedures and guide-
lines that have been used since the early 1900's., It
is well and entirely appropriate to develop regional
studies of climates and the existing infrastructures of
a region or a community, but effective econcmic develop-~
ment planning requires several additional dimensions that
are synonymous with marketings

The marketing concept is not now being

applied to management or planning for effective economic
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development. The marketing concept requires analysis
of all aspects of the external environments of industries
that are potential candidates for use of the economic
development product, identification of the specific
industry that is desirable and suitable for the
partucular region or area, adaptation of the internal
environments which will make the region or area more
attractive and competitive, and development of a
marketing plan to market the product of economic
development.

Logistical considerations are the primary
determinants of locational decisions by industry.
Those rezions and areas that provide the most effective
and efficient means of intermodal physical distribution
are the most competitive. Extensive analysis and
positive actions are required to improve the logistical

environments of any region or area.

Recommendations

The basic recommendation that results from
the summary of findings and conclusions in this study
is that the concepts of marketing be applied to economic
development planning, analysis and rationalization. To
accomplish this objective, several specific actions are

required, They are:
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First, the highest levels of public administra-
tion establish the missions, objectives and goals of
economic development planning for the region, state,
area or city; a broad plan be drawn that shows the
proposed composition and environment of the region,
state, area or city at 5, 10, 15 and 20 year intervals;
the plan be submitted to the general public or their
representatives for approval and endorsement.

Second' economic development planners seek
to achieve the goals of strategic economic development
by analysis of the external environments to include
the selection of specific industries that are desirable
and appropriate for the development of that region or
area.

Third, the goals of economic development
ilanning of the regional, state, area and city levels
be recognized, established and coordinated.

Fourth, the various strata of planners recognize
opportunities and meaningful limitations at their
level of planning. Among the four market target
segments suggested the first three are appropriate for
city and area planning objectives and goals; the
fourth is more appropriate for the state and regional
levels of planning and coordination,

Fifth, financial and marketing assistance

programs be sponsored by all levels of economic
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development planning,

Sixth, logistical considerations be recognized
as the primary factors of the environment that foster
economic development of the region or the area; that
aggressive actions be taken to overcome logistical
resistances to include abolishment of the existing
antiquated federal controls over the physical

distribution industry.,
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Types of Firms Represented in Sample
of Products Recommended for
Manufacture in Oklahoma

Air Conditioning and Heating Sales and
Service

Automobile Sales and Service
Automobile Repair and Replacement Parts
Book Stores-Education/School Supplies
Construction-commercial buildings
Construction~homes

Dental

Department Stores-mixed merchandise
Grocery Sales and Wholesale Distributor
Laundry and Dry Cleaning

Liquor-retail Sales

Lumber and Building liaterials

Mobile Homes

Motorcycle Sales and Service

Newspaper
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Agencies and Institutions Represented In
The Survey of Sources of Financial
And Technical Assistance

Agency or Institution Number Responses

U. S. Government Agencies: 16

Departments:
Agriculture
Commerce
Defense
Health, Education and Welfare
Housing and Urban Development
Interior
Transportation

Other
Office of Economic Opportunity
Veteran's Administration
Small Business Administration

State of Oklahoma Agencies
Finance Companies in Oklahoma
Banks in Norman, Oklahoma

Banks in the Oklahoma City SKSA 13
(less Norman)

Banks outside Oklahoma 15
Sampling from:
Phoenix, Arizona
Denver, Colorado
Chicago, Illinois
New York City, New York
Atlanta, Georgia
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