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Propositions (Stellingen)

1 Understanding consumers’ wants and needs is only a first step in the evolution of
marketing in a transitional economy, most important is whether and how the market
system can respond to that understanding. (this dissertation).

2. In centrally planned economies, the government was the main player in agricultural
markets. The new task of the government in the transitional period should be to define the
rule of the game, such as contract laws, and to facilitate marketers in the channel in
playing the game.(this dissertation)

3. Market Orientation is a leading principle in organising marketing by companies, it also
serves as a guiding concept for transforming marketing in the transition from a centrally
planned economy toward a market economy. (this dissertation)

4. Services such as packaging and availability have become important in marketing
sweetpotato products as a basic food in China, (this dissertation)

5.TheGovernment can stimulate an efficient integration of sweetpotato farmers in the
market by improving infrastructure and by educational programmes. (this dissertation)

6. Deng Xiaoping’s statement in 1992 ‘We should be bolder than before in conducting
reform and opening to the outside and have the courage to experiment. We must not act
like women with bound feet’ has been widely implemented in the marketing of
sweetpotato industry in China, such as the organisation of wholesale markets, marketing
co-operatives.

7. Deng Xiaoping’s famous statement in the earlier 1960s: ‘It does not matter if a cat is
white or black, as long as it catches mice’ appeared to be relevant in the development of
China’s agriculture sector, e.g. the successful transformation of collective .farming to
Household Responsibility System.

8. If you are doing marketing research in Sichuan, you will share the opinion as L1 Bai
had a thousand years ago ‘‘Travelling to Sichuan is more difficult than travelling to
Heaven’ --Li Bai (701-762, Tang Dynasty)

9. The more you try to learn Dutch, the more the Dutch refuse to speak Dutch to you and
the more they complain that you have not learned it. (Colin White & Laurie Boucke, The
UnDutchables)

Propositions presented with the doctoral dissertation entitled ‘Agricultural Market'ing ina
Country in Transition: Case of Sweetpotato Products in Sichuan, P. R. China’ by
Xiaoyong Zhang, September, 1999,
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Chapter 1: Introduction

CHAPTER 1

INTRODUCTION

1.1 Objectives

The Chinese economy is experiencing a period of transition from a centralized
planning economy to a market oriented economy. Agricultural marketing in China is
changing fundamentally. This change deserves scientific research on subjects
including how marketing can contribute to a smooth transition towards a market-
oriented economy. This research intends to investigate the role of agricultural
marketing in the shift from a government-driven economy towards a marketing
oriented economy. It is embedded in a conceptual framework to ascertain the role of
the marketing system in an economy in transition, in which suggestions for improving
the marketing system in terms of market structure, market institutions, market
information and consumer orientation are presented.

The study focuses in particular on the Chinese sweetpotato marketing system, since
sweetpotato as an early-liberalised crop offers a unique opportunity for studying
marketing in a transitional economy. In addition to the market structure, market
institutions and market performance, we will focus on consumers. Since consumers
are the final stage of the marketing system, understanding their needs, perception,
preferences and buying behaviour is of critical importance for both public and private
sectors. More specifically, the research objectives of the study are:

» To review the transition of Chinese agricultural marketing from a centrally
planned economy towards a market oriented economy.

> To obtain a better understanding of consumer behaviour with respect to
sweetpotato products, in particular of consumer perception, preference and use.

> To analyse the sweetpotato marketing system, in particular market structure,

marketing functioning and market performance.
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> To draw conclusions about how to improve the sweetpotato marketing system and

agricultural marketing in transitional economies in general.

1.2 The Problem Area

Marketing has been largely ignored in China due to the domination of a panned
economy. Most attention was paid to administrative intervention and political factors
to increase productivity. However, marketing has gradually become more relevant.
During the last two decades of reform, Chinese farmers have been shifting from
subsistence production towards commercial production. Intermediaries and traders are
replacing government agencies and are actively involved in the marketing channels.
Private enterprises coexist alongside the state-owned, collective enterprises.
Consumption patterns are also changing dramatically given consumers’ rising
disposable incomes. In recent years, considerable studies have been carried out to
understand these changes, however most of them focus on the foremost important
crops, such as rice and wheat. Research on sweetpotato is little touched upon, given
its less important role in the national economy. Nevertheless, sweetpotato is a very
important crop in the poorer regions of China and plays a significant role in their
economy.

Sweetpotato utilisation has changed substantially over the past few decades. The
role of sweetpotato has shifted from a human staple food' to animal feed and a raw
material for food production. Household processing of sweetpotato has become
widespread since the economic reforms started in the late 1970s. However, little is
known of the impacts of these changes on rural economies and on marketing
procedures. The major question is how the sweetpotato marketing system works. One
of the main products derived from sweetpotato processing is sweetpotato noodles.
There are different varieties of noodle products in the markets, and this gives rise to a
number of different questions. What are consumers’ perceptions, preferences and uses
of sweetpotato noodles? And how can the marketing system be improved and further

stimulate the production and consumption of sweetpotato products?

! The main food crops in Sichuan are rice, wheat, maize and sweetpotato.
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1.3 Approach of this Study

1. 3.1 Research Questions

The study provides an overall view of the sweetpotato marketing system, focusing on
products derived from sweetpotato. It consists of two main components: consumer
behaviour study and marketing system analysis. These two components are
interactive, since consumers are the main drivers in the marketing system and an
efficient marketing system can better meet customers’ wants and needs. The

objectives of the study are elaborated in the following research questions.

Research Questions on Consumer Behaviour

1: What are the main factors affecting consumer behaviour with regard to sweetpotato

product consumption?

2: Can the consumer markets be segmented and profiled on the basis of consumers’

characteristics or responses?

3: How can the empirical results be used to design an efficient marketing strategy for

sweetpotato products?

Research Questions on the Marketing System

1: What are the marketing structures of the sweetpotato industry? Which
developments in the marketing structure characterise the transition from a centrally

planned to a market economy?

2: What are the patterns of co-ordination and integration in the marketing channel?

What is the degree of competition level in the markets?

3: How does the sweetpotato marketing system perform in terms of effectiveness and

efficiency?
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1.3.2 Selection of the Research Area

Although sweetpotato is not considered to be an important crop in China, China is the
largest sweetpotato producer in the world. The output of fresh sweetpotato roots
reached 123 million tons in 1996. This volume accounts for 85% of the total world
sweetpotato production. The five largest sweetpotato producing provinces in China
are Sichuan, Shandong, Henan, Anhui and Guangdong, which account for 56% of the
national production. Sweetpotato production in Sichuan Province was 25 million
tons in 1996, representing 20% of the China’s total sweetpotato production.
Sweetpotato planting areas amounted to 1.4 million hectares, ranking it the fourth
most important crop in Sichuan after rice, wheat and maize. Sweetpotato production
in Sichuan Province is approximately the same as the sweetpotato production of the
rest of the world outside China. Due to its huge sweetpotato production and its
representativeness of middle-level income regions, Sichuan was chosen as our study
area.

Sichuan Province is located in the southwest of China and covers an area of
570,000 km®. Its capital is Chengdu. The province is surrounded by low hills (200m)
rising to 3,000-metre high mountains. In the middle of these mountains is a broad
wide basin named the ‘Sichuan Basin’. The basin is known as “Heaven’s Granary”,
due to the high productivity of the rich and fertile soil. When talking about Sichuan,
people always think of its three representative features: Sichuan’s large population
(110 million), the large number of pigs bred at household level (130 million), and the
bamboo forests browsed by the panda bear. Sichuan’s hundred million people make
it the most populated province in China, but the cultivable land per person amounts to
only 0.23 hectares - about the size of a suburban back garden in developed countries.

Sweetpotato used to play an important role in Sichuan’s food security as a staple
food for humans. However, since the start of China’s economic reform, sweetpotato
is gradually becoming a crop to generate income for farmers by adding value through
processing activities. Sweetpotato processing activities can be traced back more than
a century in Sichuan. However, its real expansion came in the 1980s after the markets
were liberalised and thousands of individual households began sweetpotato
processing activities on a commercial basis. Anyue County and Santai County are the
most popular processing counties in Sichuan Province and were chosen as the

research sites of processing activities in this study. Anyue is the largest county in






