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Abstract

Farmers are often encouraged to form producer grtufacilitate their access to markets by
linking them with traders in urban markets. Mostlo# times, this initiative fails after project
withdrawal. This calls for a better understanding§ factors that influence market
arrangements between producers and traders. Tiatton cost economics is used as the
analytical framework to investigate: factors thafiuence successful market arrangements
between producer groups and traders in the agmsifgrdree product value chain in
Cameroon, to compare transaction cost farmers ieduwwhen they sell in groups and when
they sell as individuals through their habitual @ and to asses the relevance of producer
groups-traders market arrangements in overcomiags#éction costs. Results of the study
show that transactions cost are higher when farraelisin groups than when they sell
individually, however the benefits of group sales laigher than the cost. The study identifies
amongst others, higher prices the groups negdbatineir members, financial assistance and
advanced payments from traders, nature of the ptedasymmetric market information,
distances producers cover to get to the agreee pliagroup sales and the nature of the roads
and bridges as important elements that determineess and recommends producer groups
and trader market arrangements as appropriate mgEveg structure to overcome transaction

cost in the AFTPs value chain in Cameroon withpogerty reduction context.
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Chapter 1: Introduction

1.1. Importance of agriculture to development
Three out of every four people in developing coesttive in rural areas; 2.1 billion people

live on less than 2 US dollars a day and 880 mmllam less than 1 US dollar a day. A
majority of these people considered poor dependgsitulture either directly or indirectly
for their livelihoods (World Bank 2007). The 2008owd Development Report (WDR)
stresses the important role agriculture can play ashieving the first Millennium
Development Goal (MDG) of reducing by halve the bemof people suffering from
extreme poverty and hunger. This limelight on agtice 25 years after the last WDR on
agriculture reflects renewed interests in the sé&ctootential to reduce rural poverty and
inequality. The importance of agriculture in redwgcipoverty is also recognised by Bienable
et al (2004) who write that agricultural developmentcisnsidered strategic for poverty
reduction. Other authors have acknowledged theribotion of smallholder agriculture in
this drive (Delgado 1999). The 2008 WDR furthernvesattention to the fact that agriculture
has unique features embedded in its ability: tacfion with other sectors as an economic
activity for livelihoods, to produce faster growttg reduce poverty and to sustain the

environment.

In agriculture-based economies, agriculture geasran average 29 percent of the gross
domestic product (GDP) and employs 65 percent ef [#bour force. An estimated 86
percent of rural people rely on agriculture asvalinood option and it provides jobs for 1.3
billion smallholders and landless workers. In itfilbute as a provider of environmental
services, agriculture can create good and bad gcalooutcomes depending on the ways
natural resources and inputs (agrochemicals) ameageal on and off agricultural fields
(World Bank 2007). Although the report does notvinte details on how agroforestry can be
used in current development pathways, other ingiita like the World Agroforestry Centre
(ICRAF), the International Fund for Agricultural 2&opment (IFAD), the Centre for
International Forestry Research (CIFOR) and thedFowl Agricultural Organisation (FAO),
have for some years now been researching on agsdfgroptions as livelihood strategies for

millions of poor people all over the world, as wesdl provision of environmental services.



1.2. Agroforestry and agroforestry tree products
The definition of agroforestry has evolved over years. However, the most recent and widely

used definition by Leakey (1996) states that ‘agmedtry is a dynamic, ecologically based,
natural resource management system that, throughirtegration of trees in farm and
rangeland, diversifies and sustains production focreased social, economic and
environmental benefits'. Agroforestry systems ugualsult from the gradual modifications of
forest by enriching them with useful crops whichymmot include agricultural crops but in
many cases will involve trees producing non timoeest products (NTFPs) (Wiersum 1996).

The attention in this study is centred on the mansnt of agroforestry systems in Cameroon.
This takes into consideration the technical andasaoteractions involved in the protection
and maintenance of agroforestry resources, antaheesting and distribution of the products.
The products of interest are termed ‘agroforesteg tproducts’ (Wiersum 1996). The term
Agroforestry Tree Products (AFTPS) is used to deedimber and non timber forest products
(NTFPs) that are harvested from trees cultivate$ide of forest, to distinguish them from
NTFPs extracted from natural systems (Simons arakéye 2004). In this study AFTPs are
used as defined by Simons and Leakey (2004) bunetins excluded. However, in some parts
of the report the term NTFPs is used especiallynwieéerring to cited literature. In this case it

should be interpreted to mean AFTPs. This is t@kbe original sense of the authors.

Efforts to increase domestication and commercitdiseof AFTPs as complementary strategy
to their extraction from natural forest have incezh over time and de Foresta and Michon
(1996) report that their integration into produntigystems is not new in the tropics. This in a
way recognises the importance of AFTPs in livelidfi®options in this part of the globe.

In Cameroon, the World Agroforestry Centre’s Wast £entral Africa Humid Tropics node
(ICRAF-WCA/HT) has been doing participatory domestion on a number of priority species
(Tchoundjewet al.2006). These include:

(a) Indigenous fruit/nut treedrvingia gabonensisirvingia wombolu; Dacryodes edulis,
Garcinia kola, Ricinodendron heudelotii, Cola néid Chrysophyllum albidum,
Allanblackia spp.;

(b) Indigenous leafy vegetableSnetum africanum

(c) Medicinal treesPrunus africana, Pausinystalia johimbe, Annickidocanta



(d) Melliferous trees and shrub%ernonia, Alchornea, Dombeya, Myrianthus, Polyscias

and Vitellaria species and Lophira lanceolata.

Participatory tree domestication is ‘the means byctvrural communities select propagate and
manage trees according to their own needs, in @atip with scientists, civic authorities and
commercial companies’ (Tchoundjet al. 2006). Also, Leakey et al (1998) add a market
component to the definition by specifying that #pgproach is usually oriented towards specific
local markets. Local knowledge on the use of thecigs and specific characteristics required
by the market are incorporated in the domesticafiootess by selecting fruit and species
characteristics that the market requires.

1.3. Contribution of AFTPs to poverty reduction andgrowth
The contribution of NTFPs to poverty alleviationshaeen documented by Garity (2004) and

Russell and Franzel (2004). Also, Arnold and PE&301) report that, the importance of
NTFPs to rural development and conservation ofrahtesources has been on the rise during
the last 10-20 years. This, they say, is relatethéofact that NTFPs contribute in important
ways to the livelihoods and welfare of populatidinsig in and adjacent to the forest. This is
also because exploitation of NTFPs is less ecoddlgicestructive than timber harvesting and
other uses. On the other hand, Oji-Ambrose (20@ppnts that NTFPs do not represent a
significant component of the livelihood strategiek the very poor in rural and forest
communities and gives the example of the South \Region of Cameroon where it accounts
for no more than 6% of their annual income. Howewehas been acknowledged that the
importance of NTFPs as food and income lies morgsiiming than in its magnitude as a
share of total household income (Schreckentergl. 2006). They are used to supplement
diets and household income especially during padicseasons of the year and to help meet

medicinal needs (Arnold and Pérez 2001).

Schreckenbergt al. (2006) propose that in addition to conventionaitftrees indigenous fruit
crops should be integrated in national poverty cdda programs. This proposition follows
evidence from Cameroon and Nigeria related to tbhetribution of NTFPs to poverty
reduction. These proofs are related to:

* the numbers and types of people who gain incorme iindigenous fruits
They are usually reported to be poor smallholdenéis and women. For example more trees
are found in small sized farms of less than 1 Isadlly owned by the poor) than large ones.

Also even though men own the trees, women are maodved in NTFPs activities. A case in

3



point is Cameroon where 95% of tBacryodes eduligrade is handled by women who may
have few alternative income generating activit®shfeckenbergt al 2002).

» the proportion and value of income
A combination of NTFPs found in producers’ fieldsnccontribute substantial amounts to a
household income particularly to women. Sometintes incomes derived from NTFPs are
comparably larger than local wage rates. So ic#se of Cameroon wheRacryodes edulis

traders are reported to earn more than daily lezaimum wage.

The contribution of NTFPs to rural growth and nasibincome has also been documented.
Rohadi et al (2004) describe how woodcarving cbatgs to rural growth in Bali (Indonesia).
In Burkina Faso, Schreckenberg (2004) report thaagbutter and kernels) is the third most
important export. Olsen and Treue (2003) repon, thmanual supply of air dried unprocessed
plants S. chirayitafrom Nepal was valued at about 2.0 million USDwestn 1997/98. In
Cameroon, Awono (2002) values exportsdcryodes edulisgn 1999 to Nigeria, France,
Belgium and the UK to be 2 million USD.

Justification for supporting NTFP commercialisatimnimprove livelihoods, of poor people
especially NTFP producers were discussed in thevealparagraph. However reviews of
experiences gained during the past 15 years byhBebnd Schreckenberg (2007) indicate that
approaches to NTFP commercialisation have not hewwersally successful and have not
succeeded in meeting the expectations of localnmecgeneration, nor have they been able to
fully meet conservation goals. Despite this dravidbaaccesses at different levels indicate that
there is potential to be exploited amongst whiatreasing demand for more variety and for
more natural products as well as general trendarisvincreasing recognition and transfer of
rights of local people to manage and profit from tfatural resources (Schetral. 2003).

1.4. Problem Statement
Some researchers (Leakey and Izac 1996; Roslettab 2007) have documented problems

faced by both traders and farmers dealing in NTiRREfferent regions of the world. Ndoye
et al (1998) and Ruiz Perest al (2002) wrote on the specific cases of the hurorddt zone
of Cameroon. For producers these problems incliadd of access to market information
(quantity and quality demanded in various marketd market prices), poor knowledge of
how the AFTPs markets function, lack of adequatdigpig and sorting skills, low profit

margins received by farmers and poor bargaininggoday farmers. On the other hand traders



face problems related to inadequate quantity amditgsupplied by farmers, limited markets
to national and regional boundaries; long hoursdusecollecting harvest from farmers’
fields, long hours used in sorting and grading small quantities supplied by farmers. These
private traders also face problems related to dichitapital, low access to credits and lack of
long term investment opportunities (Swinneh al. 2007). Some of these problems that
prevent producers and traders from achieving arfaome from their activities can be related
to transaction costs. For example farmers seerave tifficulties with:

» Searching traders who want to buy their productsabse they do not have enough
access to knowledge on the market. This implieh mfprmation costs (which are a
specific type of cost)

* Bargaining: they have too little bargaining powehis implies high negotiation costs
(also specific type of cost)

Traders are also facing specific cost, differeatrfrithose of the farmers:

» High information costs resulting from the difficiel$ for them to find producers

» High monitoring costs resulting from the high disgpen of producers

e High control costs because of the fact that farndersot sort the produce according
to quality and perhaps try to cheat

In order to fully integrate AFTPs producers to nedskit is important to choose the appropriate
governance structure that minimises such cost. Mautlgors (Romanik 2008; Bienabeal.,
2004; Fraval 2000; Moustiere 1997) have encourdigedreation of farmer organisations as a
means of solving the above problems. The advardhgeganising farmers into groups include
among other factors a reduction in the transaamsts of accessing input and output markets
as well as improving the negotiation power of seralairmers vis a vis large buyers or sellers
(Kherallah and Kirsten 2001). Morrow et al. (20@&8)d that in addition to marketing costs
minimisation cooperative organisation minimise goaece costs with opportunism (or the
threat thereof) being the primary transaction cBsbducer groups became more important in
developing countries after the liberalisation ofiagtural markets (Kherallah and Kirsten
2001). In Cameroon a law on common initiative g@nd cooperative societies enacted in

1992 as a response to market liberalisation igrifiegprocess of forming producer groups.

Clay (1996) emphasises on the importance of volum&slI'FPs marketing for export markets

and argues that it is impossible for a single poeduo meet the demand for the smallest



enterprise in North America. This argument may dsovalid when dealing with national
markets and more importantly when a group of tradk@wve to be served at the same time. For
NTFP product development and under such conditdrisniting individual quantities, Ervin
and Mallet (2002) propose collaboration amongsinés through cooperatives in order to
meet market demands. Belcher and Schreckenbery ) Z@port options to safeguard the
interest of the less powerful partners (typicallpducers) in any partnership and encourage
formation of NTFP producer association and netwarksder to exert their power.

Empirical evidences where group sales carried gytrbducer organisations have been tried in
the AFTPs sub-sector have been reported by Facdtteaix(2007) and Roshetket al. (2007).
Group sales are particularly important in the AFMakie chain and for the specific case of
Cameroon also because they grow in less favouestsatess favoured areas in this case are
characterised by lands that have high agricultpatentials but have limited access to
infrastructure (very bad roads, broken bridges), pmpulation density, dispersed settlements
and thin supply (Hazell and Pender 2000). Thes®ifaincrease the site specificity of AFTPs
justifying the need to create linkages between peed organisations and traders. Creating
producer groups to mobilise large quantities isisEea means to increase the competitiveness
of less favoured areas to attract more traders.ithportant to note that the creation of farmer
organisations to facilitate market linkage in thiscess is not an objective in itself but a means

to attain objectives.

Facheuxet al. (2007) document the approach used by ICRAF-WCAtbl'Enable producer
groups to market AFTPS. The ICRAF approach staitts lwilding a solid base for producers
to operate as a group. This involves building fashenarketing skills and knowledge
(negotiation and bargaining), improving group dyi@and management of group resources,
and finally improving their contacts with tradersdugh market visits and trial sales whereby
traders familiarise themselves with the productiones and the producer group activities. This
is expected to install trust between the producerd traders. From a transaction cost
perspective trust is expected to reduce governaonsés because of the reduced threat of
opportunistic behaviour. This may lead to an insee efficiency which in turn enhances the
performance of an organisation (Morr@t al. 2004). In addition to group dynamics related
issues the producer groups are exposed to new tioaies technologies to improve quantity
and quality of on farm supply as well as harvestrfrnatural stands which confer specific

human capital to the producer organisation.



Despite theoretical support for producer groups afidrts towards this as an appropriate
structure to link producers to markets, Shephe@®72 reports that producer group formation
as structures to solve marketing problems has haddrsuccess to date. The problems of
producer groups are similar to those faced by titadil cooperative societies that have had
limited success in meeting the needs of their mesls®r the cooperatives, failures have been
attributed to Government intervention and otheraargational problems. These problems led
to a situation of weak property rights resulting opportunistic behaviours of members
characterised by free riding and other moral hazéftherallah and Kirsten 2001). Most often,
for producer organisations involved in group saths, process of linking producer groups to
buyers that was generated with the assistance @dN§eems not to continue with the same
steam and provides little prospects for replicatidme to the huge resources involved
(Shepherd 2007). These problems are not uncommoraiket arrangements between AFTPs
producer groups (kola and njansang) and trade@ameroon and are therefore used as case

study in this research.

Failure of long term producer groups and tradelaiomships in the agroforestry value chain
in Cameroon may be related to certain environmgmi@havioural and risk factors of both
producers and traders. These are often reportadfliteence the level of transaction costs
(Williamson 1993). Trust and commitment have besported to be an important element in
maintaining long-term relationships among exchapageners (Morrowet al. 2004). Studies

show that trustworthiness reduces transaction d@ster 1997), while the presence of trust
measurably improves the chances of success in plysgbain. It is thus important to

investigate if trust and commitment between membémoducer groups and traders mitigates
transaction costs in the AFTPs sector in Camerowhvehether investing in such constructs

can lead to successful market arrangements betpredncer groups and traders.

Sartorius and Kirsten (2007) conclude in a study sofiallholder institutional supply
arrangements in South Afirca that it is difficudt assume that trust can play an important role
in reducing transaction cost as other factors daute to pragmatic supply arrangements. In
the case of AFTPs in Cameroon this study besidet &and commitment analyses if market
arrangements between producer groups and trademfarenced by the specificity of AFTPs
or to organisational problems of the producer groufrom too much influence (dependency)

from traders as signalled by Sartorius and Kir¢g&07).



Buckley and Chapman (1997) argue that transactistsdssues cannot be understood apart
from issues of perceptions and that perceptionsremes important than the real measures of
transaction costs in guiding behaviowkccording to te Veldeet al (2002 cited by
Vanhonackeet al. 2008) ‘perceptions are constructed according &ir thhames of reference
which are in turn influenced by convictions (opmsoabout the ways things are), values
(opinions about the ways things should be), nortranglation of these values into rules of
conduct), knowledge (constructed from experienfaed,stories and impressions) and interests

(economic, social and moral interest)’.

Storeret al. (2002) recommend that management in any busimssg to get accurate picture
of how customer/supplier relationships are beingnagad and how inter-organisational
information systems works. For this to be effectivey recommend that interviews should be
conducted from both parties concerned. This tigh Bienabeet al. (2004) who emphasise
that it is important to understand the various $ypé institutional arrangements (interactions
between various actors) in the commodity chain Wiy be horizontal (between producer
groups) or vertical (between two different level§ the production chain). Thus the
involvement of other actors, like traders and mitmancial bodies, facilitating NGOs as to
how things are being done and why some producerpgasrangements with traders succeed
and others fail, are important questions of researtowever because of limited resources
(time constraint) this study focuses on AFTPs poedsi and traders and will sort their opinion

as to the factors that affect market arrangemestisden both parties.

This research will investigate whether creatingdpicers groups and linking them with traders
(operating in groups or as individuals) is the appiate structure to reduce transaction costs
identified in AFTP market chains. Also AFTPs traleconstraints may further provide
answers as to whether it is important for tradergperate as individuals or as a group. An
option that has often been criticised in rural depment policies due to the farmer bias.
Secondly encouraging traders association is often as promoting a forum for them to curtalil

prices.

1.5. Research Questions
Based on the above problem statement, the questi@rswer in this research are:



What are the sources of transaction cost in noRIPs market arrangements and
during producer groups and traders buying andnggliirrangements in the AFTPs
value chain in Cameroon?

Do producer groups and traders perceive transactiehincurred during group sales
arrangements as higher than that borne in thealusansaction?

Are producer groups-traders market arrangementsbés¢ options to reduce these
transaction costs?

What are the factors that influence successful gtagkrangements between AFTPs
producer groups and traders in Cameroon?

Does trust between both parties play any significeole in successful market

arrangements as some literature hold or do otretorfarelated to the specificity of

AFTPs, group organisation and the opportunisticabeiur of both parties play more

significant roles?

To what extent can producer groups and tradersisuattive market arrangements

after withdrawal of external influence or support?

1.6. Objectives
The objective of this study is to identify factotsat may influence successful market

arrangements between producer groups and tradestvé in AFTPs markets in the Centre

and North West regions of Cameroon.

The specific objectives of this study are to:

assess the sources of transaction cost in produceps and traders buying and selling
arrangements in the AFTPs value chain in Cameroon;

assess producers and traders perception of tramsambst incurred during group
sales/purchase and that incurred using their halsthannel;

assess the suitability of producer groups-traderketaarrangements in reducing
transaction cost in the AFTPs value chain in Cam@ro

identify and describe factors that influence sustdsmarket arrangements between
producer groups and traders;

asses how important the element of trust and dtla@sactions cost drivers such as
commitment, mutual dependence site and producifspigcare to a successful market
arrangement,

asses to what extent producer groups and traderssuasatain successful market

arrangements in the AFTPs value chain in Cameroon.



1.7. Importance of the study
A study of the factors affecting successful madeangements between producer groups and

traders in the AFTPs value chain in Cameroon uiiegtransaction cost economics theory is
important for the following reasons. First the stugsearches factors affecting transaction
costs in AFTPs value chain using several constkratsvn to be related to transaction costs in
literature. These include asset specificity, fremye uncertainty and complexity of the

arrangements; trust in quality of information sliabetween both parties, and other constructs
that may be related to an enabling environment. Whhese factors are known appropriate

governance structures can be put in place to owegdbem.

Second, the study explores how the element of toesiveen both parties can influence
commitment and frequency of transaction. Understandhe relationship between these
variables can help to reveal to development workespecially NGOs whether it is important
to invest in trust between producers groups artktsain the AFTPs value chain in Cameroon
and other less developed countries for group makahgements to be successful. It will also
provide the opportunity to enhance knowledge on hmwducers and traders of AFTPs
perceive other factors besides trust that condisioccessful market arrangements within the

context of traditional marketing systems in lesgaligped countries.

Third, this study will also contribute in testinget relationship between transaction cost
theories and empirical evidence based on the pegoospof stakeholders’ in the AFTPs value

chain in Cameroon.

1.8. Description of selected species
Amongst the priority species for domesticationelisby Tchoundjewt al. (2006), two were

specifically chosen for this studRicinodendron heudelottandCola anomalaThese species
are chosen for their high market potentials andlypecer groups’ and traders’ experiences in

handling the species.

1.8.1. Ricinodendron
Ricinodendron heudelottdtommonly called njansang in Cameroon is an enddéfnican tree

specie. It belongs to the family of Euphorbiacaespreads from Senegal to East Africa and
Madasgascar. The species’ peak flowering occurgnarthe end of the dry season and lasts
for approximately 2-3 months. The tree grows fast may reach a height of 40m and a width
of about 120cm. At maturity the fruits drop frometlrees and are processed to obtain the
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kernels (Ayuk 1999). The seeds of the fruits araltthnks are used for different purposes in

the communities where they grow and beyond.

The wood of the tree is seldom used for constractiot is widely used for carving masks,
spoons, cups and the production of musical instmisnelue to its high resonant capacity
(Shiembo 1994). The roots bark and leaves have imgticinal properties. In Nigeria for
example the roots are ground with pepper and sdltuged as a laxative. In Gabon it is used
to treat blennorrhoea and painful menstruation evimlLiberia pregnant women use either the
bark of the leaves as pain killers and to preveistanriages during pregnancy (Burkil 1994,
cited by Obeng and Brown 1994).

The focus of this study is on njansang kernels énatused in Cameroon for preparing soup
and a variety of dishes due to its appetizing arohh@ chemical properties of njansang have
been studied by Tiket al. (2002). They report that the kernels of the frug ach in fatty
acids and essential oils (49.2 to 63.5 percent)potkins (49.9 to 65.2 percent) and low in
carbohydrates (4.9 to 6.4 percent).

Photo 1: Njansang kernels

Source: author
The njansang kernels have a good market potentiilinvand outside Cameroon. In
Cameroon for example Fachuex et al (2008) quotéF®OR report which indicates that in

2004 out of 104 households interviewed in Yaour®@epercent consumed njansang. A total
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of 36 tons representing a monetary value of 432LB2 CFA (1 € = 655 FCFA) was sold in
Yaounde in 1995 (Ndoyet al 1998). Tabuna (1997) reports, that a total of dstof
Ricinodendron was exported to Europe in 1998. Marketing of thmecges provides
employment to many Cameroonians especially womenekample Ndoyet al. 1998 report

that about 1120 traders were reported dealingarptbduct in Yaounde in 1997.

1.8.2. Kolanuts
Kolanuts is a tropical tree that belongs to theifpmwf Sterculiaceae. About 125 species of

kolanuts are known to exist and many of them aitvated. The kolanut tree is evergreen
and grows to a reasonable height of about 25m-30ma.three specie€ola anomalaCola
acuminataandCola nitidathat arecommon in Cameroon are distinguished by their numbe
of cotyledons.Cola nitida has two cotyledons whil€. acuminataand C. anomalahave
between 3 and 7 (Tachie-Obeng and Brown 1994).dBssihe number of cotyledons other
authors use colour to distinguish subspecies thatkaown to exist between species. For
example Vockler (1937) identifies three subspeoifesola nitda.These are thead, white or
intermediates shades of pink but according to T&€fbeng and Brown (1994) controversies
exist in the criteria used in differentiating thebspecies. The species of concern treated in

this thesis iC. anomalahat grows in the western highlands of Cameroon.

The seed of kolanuts are reported to contain tHewing: 13.5 percent water, 9.5 percent
crude protein, 1.4 percent fat, 45 percent sugdrsaarch, 7.0 percent cellulose, 3.8 percent
tannin and 3 percent ash. It is also rich in caffeand theobromine 0.05 percent (Purseglove
1968). Kolanutsis is described to be comparativielyer in caffeine than cocoa and coffee
(Moloney 1987 cited by Obeng and Brown 1994).

In West and Central Africa kolanuts are consumed asasticator to counteract fatigue, to
curb thirst and hunger and are also understoodastbntellectual capacityrhis may explain
why kolanuts chewing has become very popular angindents, drivers and many other
consumers who need to stay active for abnormaltg loours (Jayeola 2001). Kola also has
some industrial uses that date back to the seweatid early eighties. During this time kola
nut extracts were reported to be used for the mtomlu of varied cola soft drinks (Beattie
1970). It was also used in the pharmaceutical iingduss a source of caffeine and essential
oils (Olounloyo 1979). In the confectionary indysit was used in the production of heat
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tolerant chocolate bars (Williams 1979). In a réqgawblication, Blades (2000) reports that
kolanuts can be used in assisting in weight loss.

The disappearance of kolanuts in current industrsgls may explain the absence of current
literature on this species. Asogwa et al. (2008 tloat kolanuts remains the only indigenous
African cash crop that has not yet attracted irtgomal sympathy. He added that the species
is often referred to as an orphan crop because ngaowptries outside Africa and even
Africans to an extent shy away form its productaom improvement.

Kolanuts has high medicinal and cultural values tiake it a priority species in some
African countries. For exampl€. nitida can be used as a natural fertility regulator bseau
the stem bark extract inhibits the release of lnit@g hormones (LH) form pituitary cells
(Benie 1987). Other medicinal properties of thecgg®e can be found in the stems, leaves,
twigs, flowers, fruit follicles and the bark @. nitida, C. anomaland C. acuminata.They
can be used in the production of concoctions tcetgndysentery, coughs, diarrhea, vomiting
etc (Benieet al. 1987).

Photo 2: Kola nuts parceled in baskets

Source: Author
Kolanut is of great importance in many socio cuwtwsettings in Africa. In Cameroon for
example Mbileet al ( 2004) report that it is offered in birth, namiand death ceremonies as

well as an acknowledgment of appreciation to wsitdt is also shared to demonstrate peace

13



and agreement after settling disputes between icnf] parties. Due to its high cultural
value some communities in the Northwest region am€roon have put special rules to
preserve the species by attaching significant tredrsums before the tree is felled after prior

authorization from local authorities.

Total kolanut production in Cameroon today is eated at about 36000 tons per year
(FAOSAT). Other FAO statistics show that exportkofanuts out of Cameroon reached its
highest ever in 1984 when 583 tons were exportedeR data estimate exports of kolanuts
at about 87 tons. This means that almost all kataptoduced are consumed at home. Very
little is imported as figures from the same sousbew that in 2006 about 3 tons were
imported into Cameroon with the highest ever of @@@ns worth 165,000 U.S. dollars
recorded in 1978 (www.faostat.fao.org consultedeJ2@09). These figures reveal the strong
domestic market potential of kola. For examplehia humid forest zone of Cameroon, a total
guantity of 509 tons worth 221,990,000 FCFA wasl $011995 ( 1 € = 650 USD).
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Chapter 2: Theoretical and Conceptual Framework

2.1. Introduction
The theoretical background for this study is basedhe New Institutional Economics (NIE)

theory. This theory considers that decisions talkgreconomic agents are not a result of
individual choices, but are in general determinedregulated by collective mechanisms,
which may be voluntary or not and inherent to theiGeconomic environment where the
agents operate (Fraval 2000). Within the new imstihal economics, Transaction Cost
Economics (TCE) has focused on how transactions babe organised in order to minimise
transaction costs (Verhaegen 2002). Since tramsactists economics can be used to identify
organisational cost as well as define differentmierof organising AFTPs producers and
traders and some of its influencing factors arergal in literature to affect longterm buyer-

seller relationships, it is employed as the thecakfoundation of this study.

In this chapter, an overview is given of the newtiintional economics and governance
structures with emphasis on the hybrid governartcactsire. Later in the section, the
transaction cost economics is situated within the rnstitutional economics school. The
chapter continues with a description of the tratigaccost theory and its main drivers,
amongst which human behavioural factors (bounde@naity and opportunism) and
environmental factors (uncertainty, and mutual delgeace). In another section of the
chapter, empirical evidence of past studies udiig theory is presented. The chapter ends
with a conceptual framework for the analysis oftsiudy, but before this, existing literature
on NTFPs value chain, producers-traders associatighfactors defining success in NTFP

commercialisation are discussed.

2.2. The New Institutional Economics
The New Institutional Economics (NIE) is a relativeew branch in the field of economics

that includes a varied field of studies amongstcihhistory, political science, sociology,
business, organisation and law (Kherallah and &irs2001). This branch of economics’
thinking first saw the light of day after Coase337 article titled ‘thenature of the firm’. The
article gave a clear introduction of transactiostda economic analysis (Coase 1998). The
phrase ‘the new institutional economicwias denominated by Oliver Williamson to
distinguish it from the ‘old institutional economicof John R. Commons and Wesley
Mitchell (Coase 1998). The old institutional ecomcs like the NIE recognises the
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importance of institutions in explaining and inflwéng economic behaviour. However the
fathers of the old institutional school are créeil because they lacked theoretical backings to
link their collection of facts (Coase 1998). A suamnof the differences between the old and
new institutionalist can be found in the staten@nianglois (1985) cited by Kherallah and
Kirsten (2001) that ‘the problem with many of thelg institutionalists is that they wanted an
economics with institutions but without theory; ti®@blem with many neo-classicists is that
they want economic theory without institutions; whhe NIE tries to do is provide an

economics with both theory and institutions’.

The reason behind the NIE is to explain both thterd@nants of institutions and their
evolution and to evaluate their impact on econopgidormance, efficiency and distribution
(Nabli and Nugent 1989, cited by Kherallah and t€ins 2001). As an example, North
(undated) writes that institutions are formed ter@eome transaction costs which result from
incomplete information and the limited mental cafyaof economic agents to process
information. He adds that institutions are alsonfed to reduce uncertainty in human

behaviour.

2.2.1. Institutions defined

North (undated) defines institutions as ‘the rudéshe game of a society, or more formally
are the humanly-devised constraints that structumenan interaction’. He added that
institutions are made of formal rules (statute laammon law, and regulations), informal
constraints (conventions, norms of behaviours aitlimposed codes of conduct) and the
enforcement characteristics of both.

According to Williamson (2000), institutional ecanizs operates at two levels: the micro and
the macro levels. The macro level deals with tisitutional environment that is the rules of
the game that shape the behaviour and performdrasonomic actors as well as provide the
legal framework under which organisations and @atisns operate. The micro level deals
with institutional arrangements. Kherallah and Krs (2001) define an institutional
arrangement as one between economic units thatrgotee ways in which its members can
cooperate and/or compefEhis means thahstitutional arrangements treat topics related to
the institutions of governanc®illiamson (2000) adds that institutional arrangetserefers
more to the modes of organising transactions ardude market, quasi-market and

hierarchical modes of contracting.
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This study focuses more on institutional arrangamegferring to the factors that may favour
market interactions between AFTPs producers angvoducer groups and traders and/or
traders groups. It involves market coordinatihich is a particular institutional arrangement
(Ménard 1995) but also non standard market arraegestwhich cover non-market
coordination (Bienabeet al. 2004). The latter corresponds to the hierarchaad hybrid

structure of governance, defined by Williamson @98

North (undated) further distinguishes institutidnem organisations. While institutions are
the rules of the game, ‘organisations are the ptydhe groups of players he says are
bounded ‘by a common purpose to achieve a commgectole’. They include ‘political
bodies, (political parties, the senate, a city @iy regulatory agency), economic bodies
(firms, trade unions, family farms, cooperativescial bodies (churches, clubs athletics,
associations) and educational bodies (schoolsleged, vocational training centres). Fraval
(2000) elaborates on this. He defines an orgaoisatis ‘a programmed, regulative and
organic institution’. This definition to him cldies the confusion that exists between the
notion of institutions and organisations especiaflydeveloping countries. As such, ‘an
organisation has a notable physical occurrence meitbgnised and accepted roles’. However
for such an organisation to be called an instituiioneeds to have the capacity to regulate
individual behaviours. The illustration Fraval gateethis definition is that ‘even if a new
producer organisation is legally recognised andengulof individuals having the same goals,
it cannot be considered an institution. It can obk/ one if it acquires a given level of
recognition for example it plays an indisputablee iith regards to discussions within given
agricultural sub sectors’. This can be interpretednean that the producer organisation
should be able to achieve its goal by attainingaeceptable level of members’ satisfaction
and is recognised by partners to play importargsdbr example to coordinate production

and marketing of members produce.

2.2.2. Transaction cost economics and branches tietNIE

Transaction cost economics is only a branch ofni institutional economics (NIE) and
figure 2.1 represents what is generally considésdoklong to this school of thought and the
pioneering fathers.

The new economic historgttempts to explain how economies have developexigh time.

The public choice and political econonanalysesyovernment intervention in agriculture, as
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well as farm policy studies. It also attempts t@lain the influence of political institutions,
lobby groups and individual preferences of presguoeips.New social economiadeals with
intra household analysis, family economics and huoapital. The theory afollective action
deals with the manner with which interest groups wellective action to reach common
goals. Advocates daw and economicase an economic approach to study the use ofugrio
legal instruments such as regulations, litigatiod &gal decisions. They see players in the
legal system as rational actors who attempt to mepe legal action.Economics of
information make reference to pioneers like Stigler, who pdmtthe fact that market
information is not cost free and this cost elenexylains the divergence of prices between
efficient markets.Property rightsin NIE deals with the internalisation of extertiab if
property rights are well established (Kherallah Kindten 2002).

—| New economic history
( North, Fogel, Rutherford )

Public choice &Political
economy (Buchan, Tullock,
Olson, bates

(Social capital)
(Putnam, Coleman)

New social economy
(Becker)

NIE Property rights literature

. . ( Alchian, Demsetz )
Transaction cost economics
(Coase, North, Williamson)

Economics of information
(Akerlof, Stilger, stiglitz )

Theory of collective action
(Ostrom Olson, Hardin)

Law and Economics
(Posner)

Figure 2.1: Branches of the New Institutional Sdhoo
Source Fraval (2000)

Lastly, transaction costwithin the framework of the NIE School considenstitutions as
cost minimizing arrangements that may change amdvewith changes in the nature and
sources of transaction cost (Kherallah and Kirs2602). This is thus adapted as the core

theory of this study, especially as market arrargygsi between producer groups producer

18



and traders can be considered a mode of organisamgaction which is an institutional
arrangement governing the way both can cooperate raduce their cost of interaction
leading to a sustainable relationship.

2.2.3. The concept of transaction
To better position transaction cost within thisdstuit will be important to have a common

understanding of what is referred to as a transactWilliamson (1985) notes that ‘a
transaction occurs when a good or a service isfieared across a technologically separable
interface’. One stage of activity terminates andther begins. Furubotn and Richter (2005)
refer to Williamson’s definition as situations wheat resource is actually transferred in the
physical sense of delivery which may occur withirmé or across markets. Another
description of transaction is given by Commonshita transactionsare the alienation and
acquisition between individuals of thights of future ownership of physical things’. Both
definitions/descriptions of a transaction by Witison and Commons can be noted to involve
the physical transfer of goods. However the add#ticelement dealing with the exchange of

property rights can be noted in Commons’ version.

In this study the term transaction is used in thetext of both Williamson and Commons that
can be found in Hobbs’s definition of the concepbée ‘an exchange which occurs between
two stages of the production /distribution chaintlas product changes in form and/or in
ownership rights’ (Hobbs 1995). This can be intetpd to mean that a transaction occurs
when NTFP producers lose the property rights ofNA€Ps they own to traders, as well as
the products exchanging hands between producersraaers. Lastly, we define transaction
cost in this study as the cost of co-ordinatingogganising a transaction (Beckmann 1996
cited by Verhaegen and Van Huylenbroeck 1999).

2.3. Transaction Cost Economics
Having situated transaction cost economics withie mew institutional economics school,

reference is made to Furubotn and Richter (2006 note that a distinguishing feature of
the new institutional economics is its insistenaoetlte idea that transactions are not costless
and institutional arrangements are transaction awsimising arrangements, which may
change and evolve with changes in the nature antea® of transaction cost (Kherallah and
Kirsten 2002). Coase (1937, cited by Verhagen aad Wuylenbroeck 2002) argues that
markets and firms are important alternative methodsoordinate production. He added that

in many cases firms are advantageous to marketaube market transaction involves costs

19



that are influenced by the price mechanism. Thesgscinclude cost of discovering the
relevant price and cost of negotiating and sigrargpntract. By forming an organisation and
allowing an authority (an entrepreneur) to dirdw@ resources, some market costs can be
reduced (Coase, 1937 cited by Verhagen and Van edbybeck, 2002). Table 2.1
distinguishes six types of transaction cost intaginess supply chains and indicates their
various sources as well as their concrete forms.t@hle 2.1 also points out the hidden nature
of such costs and their importance.

Table 2.1: Transaction cost sources and tangiblasgo

Type of cost Source/origin of costs Tangible formsf transaction
cost
Search Costs Lack of knowledge about Personal/ personnel time , travel

opportunities (e.g. products, pricesexpenses, communication cost,
demand, supply, trading rights,  advertising/promotion costs
market outlets)

Screening costs Uncertainty about reliability of  Consulting/service fees, costs of
potential suppliers/buyers; credit rating checks
uncertainty about the actual quality
of the goods/ services offered

Bargaining costs Conflicting objectives and int&sesLicensing fees: insurance
of transacting parties. Uncertainty premiums
of traders to trade on certain terms,
uncertainty over transactor rights
and obligations

Transfer costs Legal, extra-legal or physical Handling/storage costs, transport
constraints on the movement / costs, bribery, and corruption
transfer of goods expenses

Monitoring costs Uncertainty about transactor Auditing fees, product inspection

compliance with specified terms; charges, investments in
uncertainty about personal changemeasurement devices
in the quality of goods and services

Enforcement costs Uncertainty about the level of  Arbitration, legal court fees, costs
damages /injury to a transacting to bring social pressure
party arising from contractual non
compliance through bilateral
agreements or through use of third
parties

(Source: Loader and Hobbs 1996)
Williamson (1975) in his book ‘markets and hieraesh exposes the organisational failure

framework that indicates which environmental andnbho factors can cause market failure

and how they can be better addressed by intergah@ation of the transaction. The human
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factors to which Williamson made allusion to areuded rationality and opportunism.
According to Williamson (1975), bounded rationaltgkes into consideration the fact that
human beings have the intention to be rationaldsatoften constrained by physical limits
(the capacity of the brain to receive, processiestmd replicate information) or language
limits (the capacity to express ones knowledgeealirig); as such humans are unable to

predict contingencies and react accordingly.

The other human factor is opportunism which inve|veelf-interest seeking through guile,
such as selective or distorted information disalesand self disbelieved promises regarding

future conduct (Verhaegen and Van Huylenbroeck 2002

Manifestation of opportunism is also seen in sitret where economic agents say one thing
and do another (if they think they can get awayhvity, they tell lies, cheat and may even
steal. Bounded rationality does not only limit eache partners to anticipate and plan for
future exchange conditions. It also facilitates apynistic behaviours. The implication of
bounded rationality in the study of economic orgation is that all complex contracts are
unavoidably incomplete (Williamson, 1993). This bees an issue when bounded rationality
is combined with environmental factors characteribg uncertainty and complexity. The
ramification of this is that under such conditiadhsre will always be gaps, errors, omissions
etc in contracts (Verhaegen and Van Huylenbroed?@nd hence the need for efforts to
negotiate, monitor and control transactions. Willsmn (1993) insists that although bounded
rationality and opportunism are both treated asedsi of transaction cost, economic agents
are not all the time opportunistic. Opportunismydsécomes a problem in a situation of small
numbers. In other words, when there is a large murob economic agents in an exchange
relation, anyone trying to behave opportunisticalljl lead to others changing partners.
Williamson (1975) argue that most transactionstiamesformed into small number conditions
as agents transact and gain experience which gnees a competitive advantage over time.

Under such conditions opportunism leads to a loc&nd hold-up problem.

The hold-up problem occurs when one actor of argitransaction involves in specific
investment and the other actor acts opportunisitsl exploiting the sunk cost of the nature
of the investment to ask a higher price (sellerJoaver (buyer) price (Baye 1997 cited by

Verhagen and Van Huylenbroeck 2002). The lockmagion refers to instances where for all
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intent and purposes, one party is heavily dependpeon the other party (Narasimhanal
2009).

Simons (1957, cited by Williams 1993) claims thasibecause humans suffer from bounded
rationality that it is necessary for them to invesbrganisations in order to achieve human
purposes. He added that it is therefore weak tp keeusing on market failures if the origin
of failures is related to human factors rather tteanology. In this sense Williamson (1993)
says that all forms of organisations are doomefit@and the only other way to survive is to
compare alternative feasible form to choose thet mmgropriate. TCEs is characterised by its
specificity to propose governance structures tisahemise on bounded rationality, thereby
reducing transaction costs. Pillieg al. (1994) interpret this to mean contracting modes$ tha
address the problems created by bounded rationahiy importance of the last two sentences
in this study is the possibility of using the traogon cost theory to investigate the optimality
of producer groups - traders market arrangement®NTkPs value chain to overcome
transaction costs as compared to other alternédives like door to door buying commonly

practised in most supply villages.

2.3.1. Governance structures
Governance is defined as ‘the institutional framewdroadly consisting of markets,

hierarchies, and hybrids through which a transacdochannelled’. Commons’ (1934, cited
by Williamson 1993) suggestion is to use a lesgaramalytic element, the transaction as the
unit of analysis compared to a much more micro \dimalnit, the decision. The different
governance types are distinguished by their ingenitensity, administrative control and
their adaptation mechanism to uncertainty, andyldst the type of contracts which is an
indicator of the type of relationship between th&es (table 2.2).

The market

At one end of the spectrum is the market. The nmraiantive in this governance structure is
the market price and competition is the main sadedju The adaptation mechanism by actors
is autonomous and disturbances are signalled thratiganges in prices. The classical
contracts between actors in the market are the mmpstrtant in market governance. Classical
contracts are those for which the identities of twmtracting parties are irrelevant, the
contracts are written down and are very formal disputes are settled in court (Verhaegen
2002).
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Table 2.2: The continuum of governance structure

Governance
Market Hybrid Internal ( Hierarchy, firm)
Instruments :
Incentive intensity ++ + 0
Administrative control 0 + ++
Adaptation
Autonomous ++ + 0
Co-ordinated 0 + ++
Contracts Classical Neo-classical relational
relational

++: strong, + semi strong, 0: weak
Source Williamson 1991 cited by Verhaegen 2001

The firms/hierachy

At the other end of the governance spectrum ishileearchy (table 2.2). Hierarchies are
characterised by low power incentives to maximis#igs. Administrative control is high and
is used to stimulate and motivate the actors (®fhison 1996). Hierarchies provide high
protection for specific investment and coordinaaeldptation mechanisms are devised to
share cost and benefits resulting from disturbaniBaseaucratic costs are high. The contract
types are relational; in which the identity of thartners is important, disputes are settled

internally and formal documents are not too impar{&erhaegen 2002; Boger 2001).

Hybrids

In-between markets and firms are a great variethiybfrids characterised by both high and
low power incentives. They use autonomous and @oaiedd mechanisms and apply
neoclassical contracts (typically long and incortgpkend adaptation mechanism is developed
to adjust to uncertainty), although sometimes i@tal and even classical contracts can be
used (Williamson 1996). They are also characterisethe installation of an authority (one
person or a group of persons) that has been ghepdwer to take decisions and could lose

this decision power at any time the members nodoragree with the authority (Menard
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1997). Verhaegen and Van Huylenbroeck (1999) ecmtecthat hybrid governance structures
are arrangements between autonomous actors whoalgaged to co-operate and to this end
have given an authority the decision right aboutate aspects of their activities.

2.3.2. Transaction cost as determinants of governaa structures
Williamson (1993) identifies three attributes whiictiluence the level of transaction costs.

These include: uncertainty about the future, fregyewith which a transaction recur and
most especially asset specificity. This means tihese attributes can be used to distinguish
how transactions in the AFTPs subsector betweedugey groups and traders differ from

those commonly carried by both actors.

2.3.2.1. Asset specificity
Asset specificity refers to the degree to whichaaset can be redeployed for alternative uses.

This element provides the motivation to uphold latrenship in order to safeguard the value
of the asset. It also creates the incentive to\eelopportunistically (Pillinget al. 1994). Six
kinds of asset specificity are distinguished (Veden and Van Huylenbroeck 2002) :

Site specificitylocation of trading partners close to each other th ex-ante considerations
to minimise transportation and inventory cost. Aedk in the relationship may lead to
considerable cost if alternative partners are dista

Physical asset specificitynvestment in specialised technology by one ohlgmrties in a
transaction

Human asset specificitynvestment in human capitaiost of the time connected to learning
by doing.

Dedicated specificitygeneral purpose investment by a seller dedicategltdo a particular
customer

Brand name specificitynvestment in reputation by labelling the good ervge in question
and makes the seller for example dependent ontigydar supplier;

Temporal specificitytiming of delivery and its effect on product value
The basic question when dealing with asset spégif&, what governance structure provides

an efficient framework for transactions with vanyilevel of asset specificity (Boger 2001).

This relationship is elaborated in figure 2.2.
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Firm

Transaction Costs

X fmm———

Asset specificity
Figure 2.2: Transaction cost as a function of agsetificity

Source: adapted from Williamson (1991)

Consider the three organisational forms: marketbritls and firms shown in figure 2.1. and
assume that transaction costs in these governanmtuses are a function of asset specificity
denoted by k. When asset specificity is less thhntlke market governance structure gives
lower transaction cost than a hybrid and a firmisTi& related to high incentive intensity and
individual adaptability of the market arrangemend¢ith an increase in asset specificity,
hybrids become the most appropriate form of gouwareaas administrative control and
coordinated adaptations of hybrids and hierarcigas importance. As asset specificity
increases, there is a relative greater increagmnsaction costs in markets than in hybrids
and hierarchies as reflected by the higher gradiethe market structure. When k is greater

than k2, internal governance becomes the orgaorsdtform with the least transaction cost.

2.3.2.2. Frequency
The frequency with which a transaction occurs carinportant to determine the choice of

governance structure as well as to reduce tramsactsts. Frequency influences the set up
cost of a transaction and the need for safeguagdsnst post-contractual opportunistic
behaviour (Williamson 1985). A threshold level odduency is an enabling condition which
permits the recovery of the cost required to sespgrialised governance structures (Pillings
et al. 1994). As mentioned in the introduction of thisctgen, high frequency lowers
transaction costs because the contracting pattiesigh regular trade will familiarise
themselves with each other, as well as with thelycband the trading environment. Trust
will then develop and will limit the level of mooiting and control. Long term relationships

are thus recommended for benefits to be generated fransaction cost economy. For
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efficiency to be guaranteed, at least hybrid goaece structures are required (Menard 1996;

Poultonet al. 1998 cited by Verhaegen and Van Huylenbroeck 2002)

Table 2.3 shows the impact of frequency on assatifsgity. Four governance structures are
imagined in the outline: markets, bilateral, tela and unified. The latter three structures can
be compared to the hybrids forms initially discusdé a transaction is characterised by zero
asset specificity then market governance is theiefit structure no matter the frequency of
the transaction. Whenever asset specific invessrigate been made, either partially (mixed)
or completely (idiosyncratic), trilateral governans suggested if the transactions only occur
occasionally. Trilateral governance is characterigg a third party who may be private or
public. The role of the third party will be to rés® disputes and evaluate performance. In
case the transaction is recurrent, a hybrid wilitdrial governance is chosen. In situations of
mixed investment and for idiosyncratic investmemtsnified governance structure is chosen.
Unlike the trilateral case no third party is invetl/in the unified case as such disputes are

solved internally.

Table 2.3: Matching governance structures with cenomal transactions

Investment Characteristics

Non-specific Mixed Idiosyncratic

Trilateral Governance

(Neoclassical Contracting )

Occasional

Bilateral Governance Unified Governance

Frequency

(Relational Contracting )

Market Governance
(Classical contracting)

Recurrent

Source: Williamsson 1979

2.3.2.3. Uncertainty and complexity
Uncertainty and complexity are central problemgrahsactions. It is assumed that without

uncertainty, transactions will be fully predictald&-ante. Two kinds of uncertainties are

distinguished: exogenous uncertainty (environmeumtakrtainty) and endogenous uncertainty
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(behavioural). Exogenous uncertainty relates tongha in the market condition such as
changes in demand, characteristics of the suppéecs modification of the institutional

environment. Endogenous uncertainty deals withofiy@ortunistic behaviours of transacting
parties and the difficulties to predict the behav#oof contracting agents. It is also concerned
with technical difficulties, maintenance and otlomordination problems (Menard 1996).

Menard (1996) adds that behavioural uncertaintyeiages with asset specificity because
increase in specific transactions increases thel hee and difficulty of monitoring and

assessing the actions of other partners. William&§b®96) remarks that although the
efficiency of governance structures deteriorate$ wicreasing uncertainty, the hybrid forms
are held to be the most susceptible due to thpicdy contractual relationships. This leads to

a shift of the transaction cost function of the tiglmode (fig 2.3)

Hobbs and Young (2001) constructed a model of prodioaracteristics and their relationship
to transaction cost drivers (table 2.4). As an edanthe case of product perishability is
illustrated. Perishability is said to create unaety for the buyers with respect to product

quality and the trustworthiness of supply.

. Transaction cost.

Hybrids shifted due to uncertainty

Markets

-

Hybrids

Hierachies |

Asset specificity K

Fig 2.3: Uncertainty as a shift factor on transattost

Source: Boger 2001
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Hobbs and Young (2001) also elucidate that periihabreates uncertainty for the seller in

locating a buyer since perishable products mushdeed quickly to the market place to avoid
deterioration, leaving sellers unable to store gheduct for better market prices. This thus
leads to increase frequency in transactions. Rabikty also leads to complexity of the

transaction because the quality of the product deteriorate, thus imposing sorting, or
information costs on buyers and also increase ragots costs as both parties will have to
develop procedures to decide who bears respomngiaildifferent stages of the transaction.

Table 2.4: Relationship between product charadiesiand transaction cost drivers

Transaction characteristics

Uncertainty Uncertainty Uncertainty Uncertainty Frequency Relationship Complexity

for buyer :  for buyer:  for buyer for seller of specific of
quality reliable and seller  finding a transaction investment transaction
supply price buyer (variety of
(timeliness outcomes)
and
quality)
Product
characteristic
Perishability J J J J J
Product
differentiation v v v v v v
Quality
variable and v v v v
visible
Quality
variable and v v v v
invisible
New Vv Sometimes Vv Vv v v

characteristics
of importance
to consumers

Source: adapted form Hobbs and Young 2001

2.4. AFTPs/NTFPs value chain specificity and goveamce
In this section some aspects of NTFPs are discudsgdmake them different from other

agricultural products and justify why they need csple intervention strategies for their
commercialisation. The section also explores sotudies that apply the concept of value
chains, transaction costs and governance in tlugy stuNTFPs.
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2.4.1. Specificity of NTFPs
Some aspects of NTFPs commercialisation have beewvgnised to be similar to that of

agricultural products (Vostl. 1997). Belcher and Schreckenberg (2007) reviexgehhat

are specific to NTFPs. Their differences are infked by many factors amongst which

include the resource biology, resource tenure, urego knowledge base, policy issues,

markets, production volumes and intellectual propeights. Some of these differences as

seen by Belcher and Schreckenberg (2007) are ceaden table 2.5.

Table 2.5: Key differences in Value chains of NTRRd small holder agricultural products

Factor

Resource
Biology

Resource
tenure

Resource-
knowledge
base

Policy issues

Market
structure

Market
information

Production
Volume

Destination
markets

Intellectual

property
rights

NTFPs Smallholder agricultural products

Collection areas for wild NTFPs often distant Field usually close to or in walking distant of
from the home home

Low density production means bulking up
becomes very important

Cultivation leads to higher density usually
many products in one area

Usually wild or relatively unimproved to Known varieties and availability of inputs
problems of inconsistent quality, sometimes allow for more uniform product
highly dependent on vagaries of weather

Insecure tenure over collection areas leads tdndividual tenure , therefore ability to exclude
risk of overexploitation; inability to manage others provides incentive to invest in the

the resource ( to improve quality and/or resource

guantity)

Traditional knowledge only , little formal
research

Many staple and minor agricultural products
subject of agricultural research and extension
programmes

Little relevant policy issue in sugipod Supportive policies in place including, credit
commercialisation , usually restricts harvest provision, extension, research
and /or transport and sale of NTFPs

Thin markets — often few buyers for the total Many buyers at different scales; producers
products from a production area have more options for trading

Very little available ; channelled through
intermediaries

Often widely available via radio, parastatals

Often of a supplementary activity therefore Usually a more consistent part of livelihoods,
production varies as producers choose leading to more predictable production
between different livelihood opportunities  volumes

Very diverse, faddish, frequently luxury good8etter known markets and more predicable
and niche markets

May be critical for medicinal products and if Can be an issue with respect to propagation of
active ingredients are synthesised away fromimproved varieties.

original source requiring negotiation of

benefits-sharing agreements

Source: Belcher and Schreckenberg (2007)
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It is clear from their analysis that unlike the k&ts for major agricultural products that
function smoothly because producers can be reaBonahbfident that they will be able to
purchase inputs and sell the products, NTFPs aexlrio be produced in small volumes, and
dispersed over wide areas. In this regard wild ésted products in particular can be very
unreliable in the quantities, qualities and everatmns of production due to the biology of
the organism and the vagaries of the weather.

Factors that affect the quantities supplied mayp &ls linked to the existence of competing
products for producers especially in cases whexd\fiFP represents just a small part of their
income. Forest areas where most of the species @gmwoften characterised by poor
infrastructure, making it difficult and costly toawe products to the market. Because the
NTFPs markets are small in scope they attract ddhdttention or investment. This leads to

difficulties in sustaining supply when they do bexsuccessful.

2.4.2 AFTPs value chain and Transaction cost

Since this study looks at market arrangements imP2s$value chain, it is necessary to link the
concept of value chain to the transaction costrihexs well as give a contextual definition of
the concepts together with some few examples ofih@being used to study AFTPs.

According to Schreckenberg al (2006), the terms supply chain, or marketing chaand
production-to-consumption systems are often useddan value chainA chainconsists of a
number of different actors each specialising irfiedént functions but linked through certain
ways of cooperation in a network (te Velde et BD&. A value chairdescribes the full range
of activities which are required to bring a produst service from conception through
different phases of production (transformation aadice input use of producers), delivery to
final consumers and final disposal after use ( Kesly 2001). Schreckenbeegg al. (2006) in
their definition of a value chain emphasised on #ueled value realised and how it is
communicated as the product moves from the prodiactre consumer. A value chain can
be termed global when it involves different stakdbos at different stages in different

countries.
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When applied to NTFPs, ‘value chains may includeuaber of different activities from
harvesting of the wild resource to cultivation bétresource, various degrees of processing,
storage and accumulation of the product at diffep@mts in the chain, transport, marketing
(identifying and developing good niches) and s&8eh(eckenbergt al. 2006). Belcher and
Schreckenberg (2007) add that if the product idemainternationally, export and import
requirements must be fulfilled. This may necessitatother round of storage, processing, and
transport involving an array of agents and distobs! before the product is sold to the final

consumer (Fig 2.4).

Product identification
and marketing

~
SN N, R —
Producer B Consumer
Storage Processing Transport

) ) Domestic
Cultivation

International
Collection

Fig 2.4: The production to consumption system
Source: Belcher and Schreckenberg (2007)

te Veldeet al (2006) consider value chain analysis as a methgglavhich is different from
other market chain analysis methodologies suchhas@analysis and describe value chain
analysis as an emerging tool that has already bsed to study new and practical insights in
the markets of textiles and clothing. The methoggplbas also been used by Dolenal
(1999) cited by te Veldet al. (2006) in the study of fresh fruits and vegetableeffi et al.
(2003) report that, recent development in valuarchaalysis is meant to describe a typology
of governance in value chains, the factors thata@xphis typology and the effects of certain
governance. te Veldet al. (2006) comment that there have been to date femnpts to use
value chain analysis to obtain new information dlentrepreneurship in markets of NTFPs.
NTFPs are linked to final consumers through valoairts. Garfamy (2004) reports that the
transaction cost approach represents one posgipl®ach to understanding and evaluating
supply chain management and it has the potentia¢ ttombined in an interdisciplinary mode
with insights provided by marketing, logistics, amdanisational behaviours in literature.

31



2.4.3. Governance of value chains
When dealing with value chains, governance rel&tethe type of coordination amongst

dispersed but linked production systems (te Veddeal. 2006). Gereffiet al. (2003)
disintegrated hybrid governance in value chain theomodular, relational and captive forms
sandwiched by the markets and the firms, as disduisssection (section 2.3.1). Their model
thus ends up with five analytical basic types ofugachain governance which are also
influenced by transaction cost drivers which theyptared as follows: complexity of inter-
firms information, potential of codifying inter-fir information and capabilities of producers.

1. Market: They are repeated transactions amongst diffexetdrs. Such transactions
are described to persist over time. The essqmiak of such governance structure is

that the costs of switching to new partners are low

2. Modular value chain: Suppliers make products to a customer’s specifinati
Suppliers take responsibility for competences surding process technology, and
employ less transaction specific investments.

3. Relational value chains: They are characterised by complex interactions eéetw
buyers and sellers leading to mutual dependencehmidlevel of asset specificity.
These relations are managed through trust, repataamily and ethnic ties, as well
as social and spatial proximity. Relationshipshis type of governance are built over
time and based on dispersed family and social group

4. Captive value chains:In this network suppliers depend on many large miyer
their transactions and face significant switchingts and are therefore ‘captive’. Such
networks are usually characterised by a high degir@eonitoring and control by lead
firms, creating dependence on the suppliers.

5. Hierarchies: This governance form is characterised by vertioaégration. The
dominant form of governance is managerial contfwing from managers to

subordinates, or form headquarters to subsidiandsaffiliates.

Having described the various types of governanoectstres, Gereffiet al (2003) went
further to identify three factors which determirne ttype of governance structures in value

chains. These include:

1. Complexity of inter-firm knowledge and transfer v@gd to sustain a particular

transaction, particularly with respect to produad @rocess specifications;
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2. The extent to which this information and knowledg be codified and therefore
transmitted efficiently and without transaction-gifie investment between the parties
to the transaction; and

3. The capabilities of actual and potential suppliargelation to the requirement of the
transaction (Table 2.6).

These three factors can be liken to the factorsadffact transaction cost and te Veleieal
(2007) construe these factors in a study of NTRABolivia and Mexico as follows:

Complexity of inter-firms information

Complexity as seen by local collectors is not ie firoduct itself but in the information
required to successfully market the NTFPs. Thusrifitm complexity is interpreted as lack
of market information or that market informationnet easily available to local collectors,
lack of contacts downstream to sell their produCmmplexity also results when one needs a
high complex social web to market produce. For eaniraders had to have intricate
relationships with community members by takingthie of god parents in order to be served
guality cocoa beans. Complexity also arises wheh Iskills and knowledge is needed to
perform some tasks. The implication of the compiexure of NTFP market information is

that it affects the type of governance and thusctse of transaction (Table 2.6).

Table 2.6: Factors determining the type of goveceastructures

Governance type Complexity of Ability to codify Capabilities in the
transaction transactions supply base
Market Low High High
Modular High High High
Relational High Low High
Captive High High Low
Hierarchy High Low Low

Source: Gerefii et al. (2003)

Potential of codifying inter-firm information:
This deals with questions whether specific invesiisieare required to get a product. For
example te Veldet al. (2006) observed in their case study of the Jipajppmducts that the

Jipi japa firm had to invest considerable resoutodsain low capacity suppliers to obtain the
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required quality from the producers. This increabeshuman asset specificity and explains
why the firm had to establish a system of paymenteward quality which is a special
arrangement to reduce transaction cost. The authdlrer quoted the example of matsutake
mushroom where weight and quality was the principdrmation transmitted to collectors
and was considered complex but straight forwarchfmture because it required no processing

compared to other species.

Capabilities of producers

te Veldeet al. (2006) used the following key factors to determueether or not NTFP
suppliers can meet the requirements of a buyeesaco the resource, financial capacity, and
skills base. They added that membership in a pedaganisation may help to overcome
one or more of the above key factors. They quoked eéxample where the resource was
originally harvested from communal land by everypdalit are now being collected or
planted on plots for individual use and would regdinancial capital to transport the harvest

as well as hired labour to collect the product.

Table 2.6 analyses the type of governance strudiased on a combination of two values
(high or low) of each of the three governance dagidactors specified by Gerefét al.
(2003). Like in Williamson’s (1991) model, the matlgovernance structure will be chosen
when the product is characterised by low assetifspgg and suppliers have the capability to
make the products in questions with little inpunfr buyers; as such there is nothing specific
about the transaction. The main response mechasitm price. Buyers respond to prices set
by sellers. This mode is also characterised by domplexity of information exchanged; as
such the transaction can be characterised witle lékplicit mechanisms. In hierarchical
governance structures, the products are complexhayidy competent suppliers cannot be

found, in this case Gereféit al (2003) note that ‘lead firms’ emerge to supply pineducts.

te Veldeset al. (2006) studied governance in 10 NTFP value chainBdlivia and Mexico
using the Gereffet al. ( 2003) typology. Their conclusion is that NTFRernance can fall
in three out of the five governance forms describledve these are the market, relational and
captive modes.

- Market types include NTFP products only sold to tbeal markets with often

numerous suppliers and consumers as well as thdakeawfairly simple domestic

34



market. For some products like mushroom and giamore distant markets are made
accessible by the existence of a good communitgcbpsoducer association.
- Relational types are those for which cultural &esl family networks play a role in
ensuring the success of commercialisation efforts.
- Captive types are those dominated by entreprerarshe products are exported.
In their analysis, te Veldet al. (2006) found that the critical factor in determigithe
governance type of the NTFPs they studied appetrdoe the physical distance of the
consumer from the NTFP collector and the need foecslised skills in processing,
marketing, and presentation of the product. Degpigng observed concurrence between the
predicted and observed governance categories, ltee ¥e al (2006) criticised the Gereffet
al. (2003) typology as ‘not always easy to apply’lte NTFP cases they studied. Difficulties
were most observed where governance changes amawves along the value chain from
markets to hierarchies. Difficulties were also alsed where the distinction between firms is
not clear as it frequently occurs in NTFPs thatteaded in the informal sector and only move
in the formal sector when they cross national bauied.

te Veldeet al. (2006) add that the Gereféit al. (2006) model can also be applied in a
distinguished manner in determining the type ofegnance structure that may be found in
producer level organisations. In their analysithef NTFPs case studies, they identified three
types of producer organisations that provide bénédifarmers. These include:

(&) Producer cooperatives,

(b) Producer associations set up by a trading cagnpga assure its supply and giving
members no say in decisions and lastly

(c) Community enterprises run by a hired manager.

2.5  Producers and traders and/or their associationand the transaction cost theory
In this section producers’ and traders’ organisetnd their relation to the transaction cost

theory are discussed.

2.5.1. Existing studies on producer associations
Moustier (1998) distinguishes between vertical (acglation of various functions:

production, commercialisation, transformation edod horizontal organisations that assure
coordination between various actors in the foodistufarkets. Vertical coordination includes
organisations between:

- producers and traders
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- producers and agro-industries

- traders and agro-industries

- wholesalers and retailers and

- consumers and traders or producers
On the other hand horizontal coordination assuresaction between actors performing the
same action. These include:

- organisation between producers

- organisation between traders

- organisation of consumers
Vertical integration in producers groups is knownotcur whenever the groups move up in
the market channel while organising group trangpian or processing the produce. Moustier
(1998) adds that horizontal and vertical coordomatare linked in the sense that the creation
of a vertical coordination can lead to market segaiegon which renders horizontal
coordination unnecessary. Figure 2.5 illustrategoua forms of exchange between producers
and traders. Transactions between producer grougdraders association may be one form
of organisation. Others may include traders netgongandividually with the producer groups
or the producer group organising auction salestieregroups of traders or individual traders.

Figure 2.5 illustrates various forms of exchangsvieen producer groups and traders.
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Decentralised exchange

Centralised exchange: middleman

Farmer 1 Farmer 1
Purchaser 1 Purchaser 1
Middleman
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Fig. 2.5: Exchange with and without intermediarg anproducer group
Source Banaszak (2008)

When farmer groups are created with the main tdskganising joint sales of individually

produced output of its members, Banaszak (2008)rtephat the producer group act as an
intermediary market organisation that coordinatee exchange of goods and services
between the farmers and purchasers of their prodadhis respect he adds that the producer
group takes the role traditionally fulfiled on thearket by the middlemen and is thus
horizontally and vertically integrated. By so doitng farmers who associate into groups gain
by reducing transaction cost and put them in coitipetwith the middlemen and other

traders.

Banaszak (2008) studied producers groups in Polatidemphases on the factors affecting
the success and failure of cooperation in agricaltmarkets. Using the transaction cost
theory, he defined a successful producer group ljkstPingali et al. (2005) as one that

manages to coordinate the activities of exchangedsn farmers and purchasers and that
additionally operate at per unit costs lower tham ¢ost of organising the transaction through

alternative ways such as decentralised exchangetenmediation. However Pingadit al.
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(2005) criticise the lack of adequate informatioh lenefits and especially cost in
collaborative group action. An attempt in this dtren has been made by Moustiere (1998)
who identifies elements against which a producgawmisation needs to be evaluated in order
to be declared successful. These include accessstmirces necessary for exchange to take
place, agricultural inputs, labour, knowledge, ragncapital, credit, transport, storage,
transformation, information, environmental risk, rtpars risk, negotiation power, and
political weight. Pingaliet al. (2005) remark that benefits of horizontal coortiora can be
described in terms of increased productivity arataased negotiating power and recommend
that more information be collected to understandetor’s rationale for participating in for
say a producer or a trader group. He continued lib#ter prices are often mentioned but
insists that this may not be the driving factor.i8ven (2005) indicate that having a secured
market outlet and access to technical assistamteraadit may be most important. Pingedi

al. (2005), also recommend that efforts have to beentaddocument information related to

the impact of training on capacity building for guzer organisations.

The transaction cost theory as well as the gameryhean provide insights on factors
affecting the likelihood of achieving success bypmerative organisations (Banaszak 2008).
In this study the definition of success for botlogurcers’ and traders’ group is based on
transaction costs and the perception of group mersellhe transaction theory is used

because it permits comparison between differemb$onf organisations.

Banaszak (2008) operationalised the transactiots coedel by considering three alternative
types of transaction: through an intermediarydiject sales (D) and producer group (PG). In
operationalsing the model he interprets Spulbe®g) as follows:

‘An intermediary will operate if an exchange of argicular good or service through an

intermediary yields the buyer a value VI which @stapportunity costs CI for the seller and

the total transaction costs for the buyer, selled the intermediary Tl is higher than the

exchange of that good or service through direcharge which yields the buyer value VD

and entails opportunity costs CD for the sellehwiransaction costs for the seller and buyer
TD'. Banaszak (2008) adds that a producer group apipear on the market if it is able to

organise transactions yielding the value VPG, whecttails opportunity costs CPG and

transactions costs TPG that are higher than exehiimgugh an intermediary. This can be
expressed as:

VPG - CPG - TPG > VI-CI-TI>CD - TD
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Where:

VPG = value of the transaction through the prodgceup

CPG = opportunity cost of the producer groups

TPG = transaction cost of the producer group

VI = value of transaction through an intermediary

Cl = opportunity cost of the transaction througé thtermediary
Tl = transaction cost of the intermediary

VD = value of direct sales

CD = opportunity cost of direct exchange

TD = transaction cost in direct exchange

Based on this logic a successful producer group lmardefined as one that manage to
coordinate the exchange between farmers and puchaad that additionally operate at per
unit costs not exceeding per unit costs of orgagishe transaction through alternative ways

such as decentralised exchange or intermediatiaih®r buyers (Banasaks 2001).

If the three types of transactions yield the samasaction costs, an exchange through a
producer group will be preferred if it leads to rgdins higher than from direct and
intermediary exchanges.

Thatisif, TI=TD = TPG and VD-CD < VPG - CPG# - CI.

Spulber (1999) specifies the condition under whacproducer group can make higher net
gains from trade. They can do so by providing aoll@l services to the buyer which

increases the buyers’ willingness to pay or lovieesgroup (seller) opportunity costs. One of
such services is proposed by Banaszak (2008) aralvas accepting a delay in payment
from purchasers which usually is hard to acceptrfdividual farmers.

If the same gains from trade are obtained throbghhree modes of transactions:

VPG -CPG=VI-Cl=VD-CD

an exchange through a producer group will occut ibwers transactions cost. That is the
transaction cost from selling through the groulpvger than all other alternatives:

TD > TPG < Tl
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Frequency in transactions will facilitate cost neexy of specific investment. In producer
organisations Banaszak (2008) states that frequericyransactions can be raised by
increasing membership. Enlarging the group sizeuidin membership may lead to a decrease
in the danger of opportunistic behaviour and irdérent seeking by members. Organisations
that survive are not the most profitable but ar itiost successful at solving problems of
internal rent seeking (Krakel 2006). However insee@n membership leads to an increase in
coordination cost. Such cost can be reduced by ¢gadership through effective decisions
and transmission of information (Williamson 1998glection of members having previous
business relationships in group sales is also itapbr This point is supported by Menard
(2004) who states that the selection of membebms$ed on previous experiences in market
relationships, on previous hybrid arrangements and/putation. In addition to the already
cited success factors Bruyrgsal. (2001) recommend that any marketing cooperatioellsh

be able to handle sufficient volumes, document r@teufinancial statements and be able to
have marketing agreements to secure business vokonamitments. Other bases of
evaluation include longevity, business growth, pability, and members’ satisfaction. The
last factor is inline with Sexton and Iskow (1988)o recommend that self-evaluation should

be used as base for measuring success of growjiasti

2.5.2. Existing studies on agricultural traders asiation
While literature may exist on producers associatibttle exist for traders associations and

there are a few references about factors that iealiccess in vertical integration between
producer groups and traders. Shepherd (2005) suseaan FAO commissioned study on
agricultural traders associations in Africa, Aaaad Latin America. He concluded that such
associations exist and play a series of roles ngnfyom disputes resolution, supply control,
provision of market information and organisationtrainsport for members in order to reduce
transaction cost. He adds that these functions tpem up from cartel-like behaviour they
are often alleged to be performing. The study revemds that agriculture ministries and
donors need to develop an understanding of traasmaciation that function in their countries.
In this line their areas of weaknesses need todbatified and appropriate measures like
trainings where necessary be developed to overcasueh weaknesses. Further
recommendation is for NGOs to develop other aatisito benefits their members. It is for

this reason that the study of AFTPs traders assocsais included in this study in order to
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explore the opportunity of better linking them wphoducers associations that deal with join

sales of members’ produce.

2.6. Empirical research on transaction cost and bur sellers’ relation
2.6.1. Transaction cost in developing countries
Pingaliet al (2005) discussed transaction costs that are spécithe agribusiness firm and
report that such transactions are characterisatbgh cost of exchange when the number of
small farmers is large and the number of large migee few. Cases like this can be likened
to group sale arrangements when small farmers gtbep produce to be sold to a few
traders. Pingalet al. (2005) argue that such transactions will not tpkee if the TCs are
prohibitive. Hayes (2000) enumerated the TCs tharge from deals between large numbers
of small farmers. They include:
* bureaucratic cost associated with managing and dewing integrated
production, processing and marketing;
* opportunity cost of time used to communicate wilnnfers and coordinate
them;
» costinvolved in establishing and monitoring loegt contracts;
» screening cost linked to uncertainties about tladityeof potential suppliers or
buyers and the uncertainty about the actual qualitiie goods; and
» transfer cost associated with the legal and or ipAlysonstraints on the
movement and the transfer of goods which also delhandling, storage,
transport costs etc
TCs emanating from farmers’ location in low-potahtireas as well as those specific to crops
and household factors are also reported by Piregadi (2005). According to these authors
low potential areas do not have access to produatiputs and markets. This increases cost
and risks. Such areas also lack transport and cancation infrastructure, leading to higher
search and information cost. Perishability as g @pecific factor increases TCs especially
under conditions of monopsony because it may iseréde chances of agents behaving
opportunistically. Some household specific variabdaist which are not TCs in themselves
but have an impact on them. These include avetsioisk and uncertainty, social networks

and organisation, age, gender, education andhouaehold interaction.

41



2.6.2. Empirical research on the perception of trasaction cost and relationships
between agents in a value chain

Storeret al (2002) examined the differences in perception betwdyadic pairs of buyers and
sellers about the nature of their relationships tednter-organisational information systems
with a case study on four nursery retailer stobey€rs) and eleven wholesale nursery green-
life suppliers. They found that, there were sigmfit differences in perceptions about the
nature of the inter-organisational information systin terms of some of the types of
information exchanged and the frequency of excharigdifferent information types. There
were also differences in perception about the ioglahip in terms of responsiveness and
changes in commitments over time. They also fouifigrdnces in perception about the
importance and loyalty to each other and the ptabliity of demand and supply volumes.
They recommended that if management of agribuséseisseds to get an accurate picture of
how customers/suppliers relationships are beingageeth multiple informants should be
interviewed. They concluded that while informantaymgive different responses these
differences may highlight areas of interventionlfetter collaboration.

The impact of information network and trust on abbrative relationship between
distributors (growers) in the Dutch potted flowardustry as well as the impact of
collaboration on the performance of suppliers wagstigated by Claro and Omta (2005).
They used the network approach to channel reldiippsand considered elements of
transaction cost economics and marketing chanmbksr framework was composed of trust,
information network, joint actions and flexibilityTrust between parties in a business is
required to reduce complex realities more quickig aconomically (Powell 1990). It reflects
the extent to which negotiations are fair and cotmants are sustained (Anderson and Narus,
1990). Claro and Omta (2005) justified the relewantinformation network in reducing the
information asymmetry of parties and the risk opoytunistic behaviours. They described
flexibility in terms ofadjustmentsandjoin actiors. Expressed as adjustments it refers to the
willingness to make adaptations as circumstancasgdn Seen as joint action it encompasses
elements of joint planning and joint problem solyie.g. technical failures and other
unexpected circumstances. The result of the stughliphts the importance of collaborative
relationships with networks and trust. It showst thg means of trust growers and their
distributors may have adequate mutual understandity share experiences to creatively
solve problems, set up effective planning and ésilile in day to day management. This may

substantially enhance their chances of successlaborative channel relationships.
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The element of trust in supply chain managementates been investigated by Kwon and
Suh (2004). In the study they researched factdextaig the levels of trust in supply chain

management. In their introduction they quoted Slk@r{1992) who reported that one-third of
transactions fail because of lack of trust amoraglitrg partners. Kwon and Suh (2004)
continued by explaining that, a lack of trust amdmagling partners often creates a condition
where every transaction has to be scrutinized amnified, thereby increasing the transaction
cost to an un acceptably high level. They testedrsé constructs known to be related to trust
in literature such as asset specificity, behaviourgertainty, information sharing and other
constructs in social exchange theory. In discussiregresults, they confirm a positive and
significant relationship between the degree of cament and the level of trust as

hypothesized. Further analyses revealed that thasrespondent’s unpredictable behaviour
(negative) and the partners reputation (positih@t seem to heavily influence the level of
trust. They added that these two constructs mayigeoan avenue where supply chain

implementation becomes a challenge rather thamreeba

Zaibetet al. (2005) assess the marketing efficiency of the Aawdleh by identifying and
measuring transaction cost. Their approach comsstalesigning detailed survey questions
that reflect accurately transaction cost as welhag determinants. The questions included
rating of the search, monitoring, and enforcemetiviéies related to variables such as prices,
quality, import permits, storage, wastage, genseavices and seasonal calendar which are
thought to determine transaction cost. Analysisthad collected information shows that
players ranked about above average in generald@eels monitoring, and enforcement as
perceived from the trading rules. They interpretad to mean that the transaction costs are
seen as relatively high, which affects the efficienf the market. As concerns the impact of
selected factors hypothesized to determine thel lefetransaction cost, values of the
measures obtained range from a low of 1.8 to a bigB.3 out of 5. The authors consider
these values low; especially the level of satiséacof prices which were as low as 1.8 for
importers and indicated that the values are aatdie of a relatively low intensity of market

efficiency.

By analysing the transaction costs of a small imtiee marketing channel for beef in
Belgium, Verhaegen and Van Huylenbroeck (1999)ubhoa case study showed that, the
inclusion of transaction cost is necessary to atalihe net benefits for the actors. It also

helps to understand the driving force behind coatpen. In their conclusion they stated that
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the attributes of the transaction (moderate spxiyifi of the ProQA cooperative justify the
use of a formal organisation in place of the marerhaegen and Van Huylenbroeck (2001)
further analyse costs and benefits for farmersigaating in innovative marketing channels
for food quality products in Belgium. They used tralitional cost-benefit theory adjusted by
the inclusion of the transaction cost and its datiie nature to compare and analyse farmers’
participation in six innovative marketing channeRheir results revealed that the most
important benefits of collective action are a highen over and high certainty about prices
and sales volume. They added that in all six margethannels higher costs are compensated
for by higher revenues due to higher prices antdrigurnover and by reduced uncertainty. In
addition to the above they reported that coopematiecreases transaction cost and that
collective action enables farmers to enter thewayhof quality for food production without

investing excessive labour or capital.

2.7. Conceptual frame work
The conceptual model used in this study is baseth@transaction cost economics as well as

elements trust, commitments and cost-benefits gadh&om authors like Sarttorius and
Kirsten (2007), Semeijret al. (2005), Kwon and Suh (2004), Maheswati al. (2004),

Verhagen and Van Hulenbroeck (2002) and Hobbs aodnyd (2001). The relationships
amongst the key items in the conceptual framewoek idustrated in figure 2.6. and are

described in the preceding paragraphs.

Successful market arrangements trust and commitmehné framework

Maheswariet al (2004) write that success is the key outcome tdr@st in organisational
supply chain partnerships and added that peopleusana number of different legitimate
definitions for success amongst which include: esdiment for getting a partnership running
within a considerable budget, and reaching busigesds. Also success is often judged
relative to the organisation’s unique goals fortpenrship. In this regard a successful market
arrangement between AFTPs producer groups andr¢réslelefined in this study as one in
which both actors engage in a long term stratelj@nae in successive production seasons,
the bases of which are benefits and satisfactionetbfrom the alliance. The hypothesis used
in this case is that if both producers and tradiensve acceptable benefits and are satisfied
from their market arrangements compared to othistieg channels they will continue to deal
with each other and will thus lead to long termambration. Kwon and Suh (2004); Morrow
et al. (2004) as well as Morgan and Hunt (1994) identifist and commitment as important
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constructs that lead to long term buyer-sellerti@ahips. These two elements are integrated
into the framework as factors that influence susftgsnarket arrangements besides benefits.
That is the more both parties trust each other v@ipect to certain transaction characteristics
like quality of information on prices and quantitithe more the relationship between both

parties will last.

Successful
market

arrangemetint

AFTPs traders or traders

AFTPs producers Organisation

Organisation \

Benefits

Cost Revenue

— |

\ 4 A 4

Production and other Transaction costs
marketing cost

Price and Quantity

\ 4 ¢

Asset Uncertainty Production-
Specificity Geographic — supply
Quality site uncertainty

Trust

Commitment

requirements complexity

~_ -

Figure 2.6: Conceptual framework

Source: author

Integrating transaction cost in-to the framework

The benefits that producers and traders make ofdéed depend on revenue and cost.
Revenue depends on the quantity sold and the ggllioce, while cost depends on production
and marketing cost as well as the transaction cé&stgphasis in this study is on identifying

transaction cost involved in producer group-traderarket arrangement and how that
influences success. In the model therefore it aught that if producers and traders in the
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AFTPs do not respect their mutually agreed uponagements it is due to perceived
transaction costs involved in the process whichhegker during group sales than when sales
are contracted through the normal channel (se@sezis.1). The perceived transaction costs
are considered to be influenced by certain fact@thered from literature and adapted to
context (that is associated with producer grouplersi market arrangements). These include
product specificity, site specificity-geographicngalexity of production villages, production
uncertainty and trust between them.
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Chapter 3: Methodology

3.1. Geography of Cameroon and general developmeinidicators
Cameroon is located between West and Central Afrara latitude 2°-13° N and longitude

8°- 16° E. It has a surface area of 475,442 Kinis bounded to the north by the Republic of
Chad, to the south by Equatorial Guinea, GabonthedCongo, to the west by the Federal
Republic of Nigeria and to the east by the Cemtfatan Republic (Figure 3.1).

Adamawa

Figure 3.1: Map indicating the 10 regions of Camoer

Administratively Cameroon is divided in to 10 regso(figure 3.1). The country has an
estimated population of about 17 million with a plaion density of 36 people per KnThe

2008 World Development Report ranks Cameroon asvarl middle income country with a
Gross National Income (GNI) per capita of 1,080 USB Cameroon, 17.1% of the
population is estimated to live below the interoadl poverty line of 1USD a day and for the
2USD international poverty line the number morenthaples to 50.1%. About 46% of
Cameroonians live in rural areas. A majority ofsthpopulation live on agriculture.

Agriculture constitutes 45% of the GDP and repres@%% of the major exports (World
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Bank 2008). English and French are the two offidaljuages of Cameroon. The country has

about 200 ethnic groups, each of which has it owatect, culture, and tradition.

Cameroon is endowed with a lot of diversity in pisysical, human and economic aspects.
Physically it has distinct geographic features, aluhinclude mangroves swamps, coastal
lowlands, plateaux, highlands and numerous volctamdforms. The country is generally
referred to as African miniature due to its six legecal zones, which include: coastal
lowlands, humid forest, western highlands, adamplateau, the benoue valley (hot tropical)

and the dry savannah (semi-arid tropical).

The country can be further divided into five agomlegical zones (Takow and Ebai 1996)
namely: Sudan sahelian or the dry savannah (Namth the Far north regions); Guinea
savanah highlands (Adamawa, and parts of the Eastgions), Western highlands or the
humid savannah (West and the North west regionsiitl forest bimodal (East, Centre and
the South regions) and the Humid forest monomodakeZSouth west, Littoral and a small
portion of the South regions). In Cameroon for@stets about 22 million ha with an annual
deforestation rate between the years 2000 and 280mated at of 0.9% (Mongabay.com
2009). The forests are exploited for lumber, timdoed firewood as well as other non ligneous
resources such as wildlife and other forest prad(IMF 2003).

According to Takow and Ebai (1996), average rainfaCameroon is estimated at 3890 mm
on the costal lowlands with highest quantities rded along the slopes of mount Cameroon
(10,000 mm per year). This huge precipitation deses to an average of 600mm in the dry
savannah region of the North of Cameroon. Avetag®eratures in the Grand south is 25°
C, 21° C in the Adamawa plateau and increases tavanage of 32° C in the northern

regions.

3.2 Description of the study area
This study was conducted in Boyo, and Nyong et Mfou divisions of Cameroon. These

sites were chosen because they each host a progozgy that has been involved in joint
marketing of AFTPs in Cameroon since 2003. Thesaigg are Twantoh Mixed Farming
Common Initiative Group (MIFACIG) and Associatiooyr le Développement Intégral des
Exploitants Agricoles du Centre (ADEAC). Also vssitvere made to traders located in
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Douala, Yaounde and Bafoussam who took part in mgrpurchases from the concerned

producer groups.

The Boyo Division—North West region of Cameroon

The Boyo division is located in the North West oegof Cameroon. This region is located in
the humid savannah and covers a surface area®f2Rnt. It has a population of about 1.8
million inhabitants. Its population density is essited at 99.12 inhabitants per Khigher

than the national average of 36 inhabitants pef.KBoyo is one of the seven divisions of the
region. It has a soudano sahellian climate. Rdingalbetween 1900 mm-1300mm and
stretches from mid March to mid November. Averagagerature of the region is 20°C. The
vegetation is highly modified with small areas @ftural forest. Economic activities of the

rural population include agriculture, livestocHysiulture and trade (www. Wikipeia. Org).

Fig 3.2: Map of the North West region indicating Boyo Division
Source: adapted from: wikimedia.org/wiki/File:Noatest_Cameroon_divisions.png
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The Nyong et Mfoumou Division — Centre region ain€eon
The headquarter of ADEAC is located in the Nyoniylesumou division of the Centre region

of Cameroon. The centre region covers a surface efrabout 70,000 Kfn Average rainfall
is estimated at 1600 mm a year and average terapesaire about 23°C. The region has four
seasons in a year:

- A short rainy season (March-June)

- A short dry season ( July-August)

- Along rainy season (September-November)

- Along dry season (mid November-February).
The centre region hosts part of the humid foresTariheroon. The population of the region is
estimated at about 2,228,025 inhabitants with aifation density of 33 inhabitants per Km
Major economic activities of the rural populatiarclude cocoa production, food crops and
forest related activities.

.

Figure 3.3: Map of the Centre region indicating fh@®ng et Mfoumou Division
Source: adapted from: wikimedia.org/wiki/File:Nosiiast _Cameroon_divisions.png
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3.3. Description of farmer and trader groups
This section of the report presents the AFTPs predgroups chosen for this study. The

origins of the groups are briefly described togethi¢h their location, how they function and
other agricultural activities performed by the grou

3.3.1 Description of farmer groups
MIFACIG (Twantoh Mixed Farming Common Initiative @rp) is a producer group created

in November 1993 with the objective of alleviatipgverty through sustainable agriculture,
job creation and capacity building. The groups’ diparter is located in Belo and its
activities stretched throughout the Boyo Divisitower administrative unit to a region) of the
North West region of Cameroon. The area of inteieenof MIFACIG is estimated at about
85 Knt with varying radii of 11 to 45 km from Belo. Memiship is estimated at about 650
individuals spread over the four subdivisions oé tthvision. Not all the 650 registered
MIFACIG members are enrolled as kola nuts produd€RAF trip reports).

The activities of MIFACIG are centred on the folliogy domain:
» Agroforestry
* Bee keeping
» Growing of medicinal plants
» Domestication of fruits and agroforestry species
* Environmental protection

* Gender and development etc.

ADEAC (Association pour le Développement intégres dExploitants Agricoles du Centre) is
a farmer organization working in the Centre regafnCameroon. One of the objectives of
ADEAC is to reinforce the economic power of its nimrs through a participatory
communication system with the aid of its princigator SAILD (Service d’appui aux
initiative local Development). It has a total of04&ctive members working in six different
agricultural sub-sectors namely: perennial cropedfcrops, pisciculture, small animals and
poultry, crafts and vegetables farming. Each mercharadhere to more than one of the sub-
sectors. ADEAC runs the following activities:

* A decentralized system of storage facility for agltural inputs (spread throughout

the zones from where members directly get theitispf good quality).

* A marketing system that permit members to bettittseir products
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* A credit and loan system which permit members tplément without difficulties
their activities

* A good communication system amongst members trabgtees transparency.

Membership to AFTPs sub sector within ADEAC and AGFS

Adherence to any sub sector in either MIFACIG orB&L is voluntary. For the case of
AFTPs (kolanuts for MIFACIG and njansang for ADEAGEensitisation  activities
encouraging members to exploit the products arldrsgkoups started in 2003 accompanied
by trainings on capacity building, group dynamieargaining and negotiation skills as well
participatory tree domestication. By 2007 ADEAC ctad 111 registered members in the
njansang sub sector operating in three villaggskB&ssong, Nkolobodou, Ondeck) while
MIFACIG counted 112 members in the kola sub sedosuped under three villages namely

Belo, Njinikom, and Fundong (table 3.1.)

Table 3.1: Distribution of members per AFTPs sutugr

Region Main group Name of village Number of members Total Total per
( subgroup) Males Females main group
Centre ADEAC Epkwassong 23 29 52
(Njansang) Nkolobodou 7 27 34 111
Ondeck 6 19 25
North MIFACIG Belo 29 24 53
West (Kolanuts) Njinikom 25 10 35 112
Fundong/Bafmeng 14 10 24
Total 104 109 223

Source: adapted from Bikoe (2007)

Each AFTPs subgroup in each participating villageuin by a team of five elected persons
who occupy the positions of a president, vice pie, secretary, financial secretary and
marketing officer. Membership into each subgrougoisditioned by payment of a registration
fee which varies from subgroup to subgroup. Alsoniers are supposed to be producers or
potential producers and for some groups membenglégheside in the village. The marketing
officer has the responsibility of providing markietormation to group members. He ensures
that members provide quality products during greajes, takes stock of individual member

guantities available for group sales and servethasmajor communication link between
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traders and the group. He also leads the pricetia¢igo process during group sales. The
president coordinates general activities of thaigrand chair meetings. The secretary takes
minutes during meetings and keeps administratieerds. The financial secretary keeps
financial records and the treasurer takes carbeftoups’ financial resources. The last two
play important roles during group sales especiatlythe njansang group as they are

responsible for paying each member after havingived all payments from traders.

Encouraging group sales of members’ produce wabtige major reasons for creating the
kola and njansang sub groups within MIFACIG and AQE The groups had other sub
activities to accompany the marketing objectivethefselected AFTPs including, training on
domestication techniques, development of harvedtpmst harvest technologies, and group

dynamics.

3.3.2 Traders and trader groups
Traders involved in group activities are members @ocial trader networks in Douala and

Yaounde (for njansang) and Bafoussam, Bamenda amdbl (for kolanuts). Njansang

traders were linked to the group activities of ADEAarmers while kolanut traders were
made to link with the producers of MIFACIG througbnsultations meetings after which both
were interested to collaborate with each other. lirtkage process was facilitated by SAILD,
ICRAF and CIFOR.

3.4. Sample design

3.4.1 Sampling frame

The sampling frame for AFTPs producers in this gtagde members of MIFACIG and
ADEAC who:

- belong to the AFTPs subsectors

- have taken part in at least one group sale

- are familiar with the activities of the group

- have witnessed negotiation, bargaining and bugittiyities of traders coming from Douala
or Yaounde.

A total of 111 ADEAC farmers and 112 MIFACIG farmsearonstituted the sampling frame. A
total of 22 traders constituted the sampling fraorekolanuts traders and 15 for njansang
traders. These numbers included those that werdidanvith the producers (MIFACIG and
ADEAC) and their activities. These traders may have been physically present for the
group sale with any of the participating group batl at least taken part in meetings with
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producers either in the village or during produgsits to the markets where they discussed
prices and other quality issues. These traders haws participated in group sale by sending
their money through another trader or physicalbktpart in the sales.

3.4.2. Sample selection process
In each of the kola and njansang groups, membetiseofnanaging board were selected for

interview. This because they were assumed to pesrest of the information required for
group sale activities and were actively involvedthie bargaining and negotiation process.
Besides the 5 members in the managing board in saotroup (i.e. participating village) 5
other members were randomly selected from the texged each subgroup. This was to add
the number of respondents and to complement infitomgathered from the managing board
especially those regarding organisation of acasitthat some board members could have
avoided such as assessment of the negotiation angaibing power of the negotiation team
in front of traders. Both board and none board maslwere asked the same questions and
were not treated differently in the analysis. Ined out that some of the randomly selected
members were absent and on most occasions the memalable were interviewed. It also
turned out that some members of the managing beard absent and could not take part in
the interview. Their absence was related to trgpdistant farms or to attend meetings out of
the village. A total of 54 producers actually tgo&rt in the interview exercise. As concerns
traders all those who actively travelled to thédfior group sales were interviewed including
those who sent their money. In total 17 trader& fmant in the interview exercise.

3.5. Data collection
Primary data were collected with the aid of a qoesiaire carrying the measurement items

derived from literature review and theory in thenfoof closed and open ended questions.
Most of the questions concerning the theoreticalalde known to influence successful
market arrangements and transaction cost were amelusing a five point Likert scale.
Reverse items were used in some cases i.e theiansesiere asked in different ways. This
was done so that the respondents could keep regstimough out the interview process.
Such score items were reversed in the analyseg o the same direction so that all low
scores mean the same thing and high scores the. S@pp®rtunity was given to those
respondents who expressed the need to provide cotaroe their answers to do so. Some of
the Likert items had numerical choices ranging fdkm strongly disagree to 5= strongly

agree. The mid point of this scale was 3 and alimscores above 3 were considered to be in
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agreement with the item and those below three wemsidered to be in disagreement with the

item. Mean scores equal to three were consideredwatsal in opinion to the item.

The questionnaires (Annexe 1) were originally destyin English and translated into French
by a professional and certified translator and vieter cross-checked for technical omissions.
The English version of the questionnaires was eelvlsy two academic experts and was later
commented by a field practitioner in Cameroon. Tmglish version was tested on 3
producers of another AFTHn{ingia gabonensisland who are familiar with group sale
activities. Their comments helped in improving theestionnaire and later aided in
developing a tool to be used for those producers fobind it difficult to understand strongly
disagree to strongly agree questions on a 5 pakdriscale. Such farmers were provided
with 5 stones on which to base their judgementb®fktatements. Where five stones stood for
strongly agree and one stone strongly disagreeh Ederview lasted between 1h 15 minutes
to 2 hours depending on the speed of understandinthe respondent. Though the
guestionnaires were in English and French, it wasedimes necessary to translate the

guestions into Pidgin English and the ‘beti’ langea

In answering the questions concerning buyer-selielationships in group market
arrangements, producers were asked to focus amgke sind highly influential buyer or group
of buyers and most of the time it turned out tothe traders in Douala, Yaounde and
Bafoussam with whom they had had business reldtipn®r some time. For traders they
were asked to focus on the producers (ADEAC andAIIFs producers) who sold to them as

a group.

Secondary data were collected by consulting ICRA# @IFOR reports. The producers’ sale

records and minutes of their meetings also sergesbarces of secondary data.

3.6. Description of variables
The variables described in this section are basdtd@conceptual frame derived to attain

study objectives. The questions are grouped pegoay of variable. Theses include:
Successful market arrangement

As mentioned in the literature review section, mamys exist to measure success. The ones
chosen for this study are based on successful markangements as described in our

conceptual frame that include aspects of bendfiscast of selling in groups as compared to
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the habitual mode of transaction (Verhaegen and Naylenbroeck 1999; Verhaegen and
Van Huylenbroeck 2001; Banaszak 2008). It alstuite benefits derived from group sales
measured in terms of price premium when sellingroups compared to other channels
(Banaszak 2008) and lastly respondents perceivedagdion of group sale activities (Sexton
and Iskow 1988).

Asset specificity-product differentiation

Heide (1994) defines asset specificity as investman physical or human assets that are
dedicated to a particular buyer or supplier and sehoedeployment entails considerable
switching cost. In this study producers and trageset specificity were measured based on
an adaptation of scales provided by Joshi and S{W®99). This deals with a description of
specific asset investment in resources, procedamespeople made by both parties in the
transaction. Since very little or no investmenmiade in physical assets, asset specificity was
measured in terms of time and efforts made by preduto acquire skills to process the
AFTPs. In this study therefore product specificitgs measured by producers’ and traders’
response to agree and disagree statements reiattimge and effort invested to meet quality
requirements which entails more time and carefatgssing techniques that otherwise would

not have been required in their normal distributtbannel.

Production/supply uncertainty

According to Laiet al (2004) uncertainty is a function of the abilityriiably predict future
events that might create problems with informationthe exchange. Production/supply
uncertainty was evaluated based on producers’raderns’ perception of price variability, the
ease to determine product quality by observing Witiculd lead to subsequent product loss
and reduction of sales volume if that ease is tagkis well as the ease or difficulty to predict

the quantity a buyer can buy or a producer can sell

Geographic complexity-site specificity

Geographic complexity in this study relates to cboapions that results due to the specific
location of the production villages in areas witdlroads, broken bridges and frequent road
blocks resultant from fallen trees. In this caseggaphic complexity was rated based on the
definition provided by Kaufman and Carter (2003).deéals with producers’ and traders’
perception of complication issues regarding negonaand results to high transport of

produce and agents, long travel time, ease orcdlffes in arranging transactions, difficulties
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in obtaining transport to assemble produce on agpeints for group sales by producers as

well as efforts made by traders to travel to suminglicated areas and to obtain transport.

Perceived transaction cost

In order to measure the perception of transactmst avolved in organising group sales
between producers and traders the measures usatiby et al (1994) and further refined by
Groover and Malhotra (2003) and Loader and HobBSg)1 were adopted. In this regard the
following were investigated: the effort required searching for information on quantities,
quality and prices, the effort required to devetbp necessary skills through training to
negotiate with each other, the efforts and timedudaring the group sales negotiation
process, sharing of funds by group members andnghaft produce by traders and monitoring
for opportunistic behaviours during group salesbth parties. They were asked to compare

these items in a situation where they sell in grang when they use the normal channel.

Trust

Trust in this research was assessed on elemertsasudchonesty and benevolence as used by
Kumar et al. (1995). Trust in a partnersonestyis the belief that a partner stands by its
words, fulfils promised roles and is sincere. Oa tther hand benevolence is the belief that
the partner is interested in the firms’ welfare aml not take unexpected actions that will
negatively affect the firm (Kurmaet al 1995; Claro and Omta 2005). Producers and traders
honesty were thus evaluated by assessing the extemich both are honest, truthful and
reliable with regards to certain transaction chi@réstics. Their benevolence was measured to
capture the belief that both consider the welfdreach other.

Commitment

According to Morgan and Hunt (1994), operationaisess of commitment in marketing
channels have generally included the desire tomoata relationship based on positive effect
toward a partner. This was measured by adaptinigsqaoposed by Kumar et al. (1995).
Specifically producers and traders answered questielated to their desire to continue

trading with same partners even if others existtdubeir positive effect on them.

Mutual dependence
Heide and John (1988) report that the inabilityaofirm to replace its partner is often

considered a measure of dependency. In this rdseapendency was measured by adapting
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the scales used by Kumat al. (1995) and Storeet al (2002). This aspect measured the
perception of both parties as to the importancgieén traders and producers group to the
continuity of collaboration, the availability oftatnative buyers for producers and alternative
producer groups for traders and the ease of regagipartner and establishing trust with a

new partner.

3.7. Data Analysis

Descriptive and statistical data analgsi

The data for this study were entered using SPSSorel6. The first analysis consisted of
descriptive statistics in order to have a comprstide profile of the sample. Descriptive
statistics was generated for gender, age, experisnbusiness, education and numbers of
years in AFTPs group activities.

Since the njansang and kola groups seem to difitr spect to the number of group sales
and the fact that the njansang group continuedpysales after project withdrawal they were
considered a successful group and the kola grogpcaasidered unsuccessful. In this regard,
Mann-Whitney U test was used to compare if the memrks for one group differed
significantly from the other. This was important igentifying those points for which the
njansang group considered successful differed ftbm kola group considered to be

unsuccessful.

3.7.1. Answering research questions
In answering the question about the sources ofa@tion cost between producer groups and

traders the group sales process was first descthmd respondents’ perception of sources
transaction cost involved in organising group salere compared to door-to-

doortransactions. To better visualise how thisnsorporated in the AFTPs group sales
arrangements, the scores are integrated in theipkse of the njansang and kola group sales

procedure in the result section.

To answer the question if perceived benefits ofugrsales were higher than the cost,

respondents were asked directly to give their opino this.

In the literature review and the conceptual franoekvsections different definitions of success

as used by different authors (Bruyres al. (1997); Sexton and Iskow (1988); Moustier
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(1998); Pngalet al. (2005)) were presented. In answering the reseagrebtion about factors

that affect market arrangements between produceipgrand traders the price premium was
first used as proposed by Banaszak (2008) thahasdifference in price between sales
contracted through the group and what they woulke habtained if they used the habitual
channel. This was calculated for both the kolam@adsang group after which the values were
compared to verify if the group with the highesemprum was the group described as

successful or unsuccessful.

Later in the process respondents’ perception agfaation of group sale activities were used
to measure success. In this case it was assumiedl phaducer groups receive a better price
premium and they are satisfied with the prices ttexeive as well as purported benefits of
group sales then they will want to continue to aodirate with the traders. In this regard,
commitment was taken as one of the measure of ssic&esponses of both the kola and
njansang group were compared to identify pointsreviweth differ and which could influence

the outcome of market arrangements between proslacer traders. To further investigate the
factors affecting market arrangements other safiict questions were asked to identify
factors that hinder successful market arrangemekdéssuch respondents were purposely
asked to asses which factors they perceived frdist @rovided to them hinders successful
market arrangements between producers and trafleesfactors were chosen based on the
transaction cost economics as well as literatuhe factors with the highest mean scores or

mean rank scores were considered to be the masemaing factors.

3.7.2 Factor analysis
Since respondents perceived satisfaction are cemresldas a measure of success and given

that a long list of items to measure success baseshtisfaction were used, an exploratory
factor analysis was performed on the list of itelifee objective was:
- to reduce the long list into a more meaningful nemigactors) that can be used for
further analysis
- to identify if the factors that will emerge frometlanalysis will group those variables
for which the respondents were satisfied and tfarserhich they were not satisfied
- to verify if the kola and njansang group diffethviespect to the identified factors
The hidden components from the factor analysis weeel to confirm the identified factors of
success that emerged when comparing both groups.
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A number of items were eliminated because theymditirespect the Kaiser—Meyer Olkin
measure of sampling adequacy (MSA) which provideseasure of the extent to which the
initial items, belong together and could be con&ddor factor analysis. MSA lies between 0
and 1 and is unacceptable if the value is less thanltems for which the MSA value was
unacceptable were eliminated Janssens et al. (20@Bgrs were eliminated because it was
difficult to distinguish if they loaded high intone or another factor. Janssens et al (2008)
recommend that besides statistical and practi@ifgiance items are only suitable for
interpretation of a factor result if their loading one factor is at least 0.75 and no more than
0.25. Otherwise, the relationship between the faata the variable is considered not to be
sufficiently exclusive. Such items that load high two factors are also eliminated in
subsequent analysis. The Kaiser criterion was tesddtermine the number of factors by only
retaining those for which the Eigenvalue was gretitan one. The results were interpreted

based on the varimax-rotated factor loadings.

Factor analysis was also performed on the elems&ed in measuring trust to identify if the
items of benevolence and honesty actually loachersame factors and which items of these
two constructs could best be used to define treistden producers and traders of the AFTPs.
The procedure of factor analysis used in this stadyaborated in Janssegtsal. (2008).

3.7.3 Linear correlation analysis
To answer the research question of whether trastsph role in AFTPs producer groups and

trader market arrangement, a bivarate correlatialyais was performed between the items
used in measuring producers’ commitment to conttheerelationship with the major buyers

and the two factors of trust (honesty and benewaederived from factor analysis. The items
used in measuring commitment were used as proxguocessful market arrangements and

dependent variable while honesty and benevolence uwsed as independent variables.
The Spearman’s rho, is recommended for testingctireelation coefficient between two
variables that are non metric and do not respechtmmal distribution (Malhotra 2004). The

statistical significance of the relationship betwéso variables is stated as follows:

Ho: there is no significant linear relationshipvween items of commitment and trust
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A statistical significant correlation coefficient the range 0 « <0.3 is regarded as a weak
correlation; 0.3 € <0.6 is regarded a weak correlation; a correlatmeffecient 0.6 <r <1 is

regarded as a strong correlation while a corretatioefficient of 1 is regarded as a perfect
correlation.
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Chapter 4: Results and Discussions - Group sales@ifransaction
costs

4.1  Socioeconomic characteristics of respondents
Out of the fifty four farmers interviewed in thitudy half of them were kolanuts producers

and belonged to the MIFACIG main group and the oth&f were njansang producers
belonging to ADEAC. Of the twenty seven kolanutedurcers, 73 percent were men while
the remaining proportion was women. For njansamagiyecers 53 percent were women and
the rest were men. With regards to traders, oth@fseventeen interviewed, seven were men
while ten were women. There were more men (75%j)ha kola business compared to
women. The majority of njansang traders intervieW&®o) were women. It was observed in
the markets visited that a majority of the maleakwits traders performed wholesale activities.
On the other hand all of the njansang traders wetaling besides performing wholesale
activities while the male njansang traders onlyfgrered semi wholesale and wholesale
activities.

The average age of the producer respondents wag-480.6) years while that of traders was
39 (+/- 8.6) years. A majority of both male (41 &bd female (51 %) producers are in the 30
to 49 age group. Seventy percent of the traderg wkso within this age group (table 4.1).
They may thus be considered young and energetiarty on the business of production and

selling.

Table 4.1: Distribution of respondents accordingdge group

Age group years Kolanuts farmers Njansang Traders
Number Percentage  Number  Percentage Number  Percerga
<30 1 4 0 0 2 12
30-49 9 37 14 54 12 70
50-59 10 42 9 34 3 18
=> 60 4 17 3 12 0 0
Total 26 100 26 100 17 100

Source: survey data
Of all the respondents who declared their educati@vels, only one farmer and one trader
had not been to school. About 60 percent of thenéas interviewed had attained primary

education compared to a comparatively lower progordf traders a majority of whom (59
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%) had been to secondary school. While no farmalirtg in njansang had been to a high
school or university 15 percent of kolanuts tradeported they had attained this level (table
4.2).

Table 4.2: Distribution of respondents accordintete! of education

Education Kolanuts framers Njansang farmers Traders

Number  Percentage Number Percentage Number Percentage
Never been to school 1 4 0 0 1 6
Primary education 15 58 16 62 4 23
Secondary education 5 19 10 38 10 59
High school 3 11 0 2 12
University education 2 8 0
Total 26 100 26 100 17 100

Source: survey data

Of the 54 kolanuts and njansang producers in tysta majority (70%) have been members
of the kola and njansang group for between 5 ayga&s. Another 27.8 percent had been
members for between 3 and 4 years, while membershipetween 1 and 2 years was
recorded for 1.8 percent of the respondents. Sursylts also indicate that for both kola and
njansang producers more than 70 percent of themfdwadr than 10 years of marketing
experience (table 4.3). This means that most ahtktarted marketing activities only after

they were encouraged to unite their efforts to reattke products as a group in the year 2003.

Table 4.3: Producers’ experience in business

Experience in business Kolanuts farmers Njansang farmers
(years) Number  Percentage  Number  Percentage
Less than 5 years 6 23 10 39
5-10 years 16 62 10 38
More than 10 years 4 15 6 23
Total 26 100 26 100

Source: survey data

A comparably lower percentage of producers (15% kimlanuts and 23% for njansang)

declared having more than 10 years of marketingeapce which means that they had been
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selling the product before the group sales aatisitvere introduced to them. For the traders,

average number of years in business is 11.2 (#/eé&is.

4.2  Traders’ association
Little information exists on traders’ group or hd\TPs traders unite their efforts to meet

their business objectives. This section of the meptiempts to provide information on how
traders organise themselves to collaborate withotiganised producer groups. This section
also throws light on what producers and trademktluf such an association. This kind of
information can be used to further understand theraection of this thesis that is building

long term relationships between producer groupstiaaters and/or their association.

4.2.1. Origin of traders association
Discussions with ICRAF and CIFOR staffs togethethwother development actors that

initiated the linkage arrangements between produpeups and traders, revealed that
assisting traders to unite their efforts to buynfrproducer groups was necessary because it
was believed that a single trader may not have gimawapital to buy huge quantities
mobilised by the producer groups. Also, it was titduhat working with traders association,
farmers could have a choice of traders who coulthgittime organise themselves to buy from
the producer groups either as individuals or asam By so doing producers will be sure of
a ready market and traders on their part will redsearch cost and time spent on the field to

secure produce.

To meet this objective traders in major kola arahepng markets in Douala and Bafoussam
were contacted and were made to familiarise theraselith the activities of the producer
groups through consultation workshops during whicd objectives of collaboration were
explained to both parties. During such meetingsihaers informed the producers on quality
norms and provided practical guides on how to nteetrequired standards where necessary.
The selection of traders was based on their purcg@®wer, their willingness to cooperate in
the project, familiarity with the production zonesd previous participation in research
activities. For example, it happened that at timeetiof inception of the group marketing
initiative, the njansang traders were already wuaykiogether and with CIFOR researchers
through a network of traders that supplied mark&drmation on non timber forest products

to CIFOR. However, this group never saw the impur¢éaof working as a group to attain
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business goals like joined transportation and paseh to reduce transaction costs. Their non
association for business purposes could be affirmedesults of this study which indicate
that 82 percent of njansang traders had neveaiediany joined activities with other traders
before. The remaining 18 percent said that it mayehbhappened that by chance they pay a
common transport or a partner sends his moneynoghar to secure produce for him or her
in a given producer village. It was easy to linkstlrader group to the njansang producers
since they were already used to attending meetintps CIFOR researchers. The group had
about 15 members all selling njansang in the Yaeuwsntd Douala markets, the two biggest

cities in Cameroon.

For the kola traders, the intention to link thempt@ducers facilitated the creation of the
Kolanuts Traders Association (KOTRA) which todayots about 22 registered members and
the group is also registered as a common initiagveup (CIG) under the 1992 law of

cooperatives and common initiative groups in Cammero

4.2.2. Producers’ and traders’ opinion on a trademassociation
To further enrich the literature on traders assmmaand their importance in facilitating

linkages with producers, the opinion of both tradend producers as to the necessity of such
an endeavour was sorted. All the traders answdraditt is important for them to form an
association. Results also show that 71 percenhefptoducers interviewed think that it is
important for traders to join a group and anoth@mp2rcent argued that it is not relevant as
facilitating traders association will favour cuttaihich will lead to the traders offering lower

prices.

The traders who answered yes that it was impoftarthem to associate were further asked
to give reasons (multiple responses were possiblg) they think such an association is
important. A number of reasons and the frequenayitafion are listed in table 4.4. The most
recurrent ones are: strong bargaining power for tthders, quick and easier access to
information on supply sources and the ease to ffemprices to producers all of which were
cited 5 times. If the strong bargaining powerngeipreted as bargaining for a lower price
then it may be said that price reduction is onehef major reasons advanced by traders to
form associations. This matches with the opiniontte producers who think that trader
associations are not desirable. Their reasoningbesamterpreted to mean that when the
traders form an association, competition is redutethe same line of thinking Hobbs (1995)
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reported that when the number of traders in auctales are few, it increases prices
uncertainty for the producers as they are afraad Iluyers may collude to offer lower prices.
In responding to the advantages of forming a trassociation, the major reasons advanced
by farmers is that it will facilitate their negdii@ans with the traders because as a group, the
traders will be able to mobilise enough capitalbtoy large quantities assembled by the
producer groups and in this case it lowers the &aeh trader will negotiate with the group
and the time the group will negotiate with eaclléra

Table 4.4: Reasons advanced by traders for fortnaugrs group for business purposes

Reasons advanced by traders Number Percent of
respondents
Strong bargaining power 5 29
Facilitates access to information 5 29
Buying at a lower price 5 29
Reduces time spent on the field to secure produce 4 24
Facilitates access to loans 3 18
others 6 36
Total 28 165

Others include: defend the interest of producessn from others, sell at a higher price and redoasket gluts.
Source: survey data

4.3. Group sales
One of the objectives of this study is to identifye sources of transaction costs in market

arrangements between producers and traders in BEP#\ sub sector and analyse the
relevance of group sales as the most appropriate fof collaboration between AFTPs
producers and traders able to reduce the identifeasaction costs. This section therefore
describes the group sales process and how it gifiemm the usual form of exchange.
Respondents’ mean scores and mean ranks comphgimgperception of various transaction
cost identified in literature are used for this esssnent. Later on, the attributes of the
transaction (asset specificity, site specificitg drequency) are used to asses the relevance of

group sales as the best governance structure toawe identified transaction costs.
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4.3.1. General description of group sales
Group sales as practised by AFTPs producers addriras the process whereby a producer

group assembles the produce of its members andeinraders from urban markets to
purchase it. In most cases forward contracts aseteby Hobbs (1995) are applied. In the
forward contracts prices are agreed ahead of timanoindication of the price in the
neighbourhood of which both parties will agreeiigeg by both the producers and the traders.
This may be arranged on the phone before the sddawe for the supply village or the
marketing officer of the producer group could tdatee the urban markets for preliminary
negotiations. Negotiation on the market day is résponsibility of the marketing officer, a
member of the executive bureau and a floor menhberase a member does not agree with
the bargained price he/she is free to take highetuce home but members are not allowed
to sell as long as the group has not agreed oméoctable price with the traders. Refusal to
sell through the group was not recorded amongshjlesang producers but was a general

practice amongst the kola farmers.

Price is not the only thing that is negotiated e the reasons for forming the marketing
groups is to force traders to use more objectivasmeng units compared to the arbitrary
measures used during door-to-door transactionthignregard the measuring unit is often a
source of conflict in the group sales negotiatisncpss. The farmers and traders have to
agree whether to use measuring cups or scalegi@ites) and if it is the farmer or the trader
who will measure. This therefore increases negotiatost during group sales compared to
door-to-door transaction. Surveillance systemsadten developed by both producers and
traders to make sure one party does not cheat t@oother. Quality is an important issue
that is checked during group sales. The marketifigeo does this and rejects all the products
that do not meet the required standard. The tradersheir part organise themselves by

mobilising enough capital to buy the proposed gtyaatnounced by the producer group.

After all the necessary agreements have been réaelaeh farmer’'s produce is measured
separately and the quantity, together with theesponding monetary value is recorded. For
the njansang group the total amount of produce lisgsummed at the end of the process
and the money is paid to the treasurer of the grdune president again supervises this
payment process. The marketing officer and thestnea are expected to share the money to
each farmer under the supervision of the presidért.member owes money to the group

(e.g. monthly contribution) this amount is immedlat deducted. Because there is huge
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variability in quality of kolanuts the procedure pdyment here is generally different. After
measuring the kolanuts of a group member, tradaysdectly to the individual. Although

members are paid individually the group initiathedps in the sense that the marketing officer
assists the farmer in deciding to which qualitynd&rd the kolanuts belong and the price for

each grade is fixed by the group and not by theviddal.

Information from both groups revealed that by A@@009 each of the three participating
villages of ADEAC (Nkolobodou, Ondeck, and Epkwasgohad succeeded in organising 4
group sales each and tHB\Bas being programmed for June 2009. It is worthtioaing that
the sales are organised once a year after eaclestaim the kola group just two of the
participating villages Fundong and Njinikom had seeded to organise a group sale (two in
Fundong, one in Njinikom and none in Belo). It waported that all the group sales in the
kola zone occurred with a lot of difficulties anohse farmers did not sell or were disgruntled
with the selling price and some even abandoned Havest on the market place because it
was strenuous taking the kolanuts back home. Tiw¢ fivo sales in both the kola and
njansang groups were with project assistance wldraders and producers were assisted in
the negotiation processes. Financial assistancever the ‘head transport’ (a seat in the car)

was part of the assistance given to the traders.

The njansang group leaders revealed that afteegireyithdrawal they have been able to
organise sales in 2007 and 2008 either with theestaters or some new ones. The new
traders were contacted after efforts to continuid wie previous ones failed. The reason for
failure pointed out by the traders was that produiceere not willing to bear the
complications of transporting the produce fromhkages to a possible market outlet as was
agreed upon. Producers mentioned that the tradetseir part were not willing to bear the
cost of transport over bad roads this time arowswhbse previous sales had often taken place
in the village.

In the kola groups, attempts to sell as a grouwgr gitoject withdrawal failed despite their
willingness to continue the process. The main neastvanced by both the kolanuts producers
and traders is that they could not agree on tHmggdrice. In addition to this some traders in
explaining their responses are of the opinion thatkolanuts farmers did not meet the quality

requirements.
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Survey results indicate that of the 54 kolanuts @adsang producers interviewed, 96.3 of the
njansang producers sold their 2007-2008 harvesutjtr their group while a comparatively

lower proportion (8 %) of kolanuts farmers did sahevas reported that the lone farmer in
the njnasang group who sold out of the group haidwse financial problems and was forced

to sell before the market day by taking his prodwc¥aounde.

Based on the above reasons the njansang groupsgileced a successful group in this thesis
while the kolanut group is considered unsuccessiuhis regard in some parts of the results

the responses of both groups will be compared.

4.3.2. Comparing transaction costs in group salesrangements and door-to-door
buying
To better appreciate the changes in transactiots tetween the former mode of transaction

(door to door) and when the farmers sell in graie, transaction costs were divided into
more tangible forms following the framework deveddpby Loader and Hobbs (1996) and

presented in table 2.1 of the literature reviewtisac

Information cost
Before the group initiative was introduced in threquction villages, about 31 percent of the

producers were informed of market prices togethéh wWlemand and supply conditions
through traders who occasionally ply the productdlages to buy. About 24 percent had
their information through personal visits to therkeds. Seventeen percent of the farmers
were informed by their peers. The rest had variarces amongst which include NGOs
(11%), newspaper (6%) and radio (4%). However 7ceydr declared that they had no
information because they were not trading in th@dpct and it was of little concern to them.
The question asked is what did they actually spandetting this information? It may be
difficult to answer because those who bought nepesgadeclared they did not buy them
with the specific purpose to get information orcps. Nonetheless close to 72 percent of the
respondents confirmed that through joining the grbaving information about the market
(prices and quantities) has become easier or masiere while a smaller proportion (15%)
thought the contrary and 13 percent observed nagehdtable 4.5). This means that
producers perceived lower transaction cost to acosgrket information (mean scores less

than 3) in group sales compared to door-to-dooirtguy

69



Those who said that access to information aboueprhas become difficult or much more
difficult explained that initially traders used tmme to the area to buy and would inform
them of market prices but with group sale thosderano longer come. The reason why a
majority perceived access to information on priaedower can be explained by the fact that
the marketing officer collects information and ssathis with other members of the group.
As such group members are surer of the qualitpformation and also have a more confident
base to bargain their prices unlike when the trdesed to give them. Though this means
lower transaction costs for the individual farmehaowever implies higher transaction costs

for the group.

Table 4.5: Producers’ opinion about transactionscwsgroup sales

much easy same difficult much Mean Mean Mann

more more scores score  Whitney

easy difficult and and U
mean mean Z-value
rank rank

kolanuts njansang P-value
N= 27 N= 27

Improved market access 12 26 7 6 2 2.10 2.3 -1.06
(23) (49) (13) (11) 4) 24.90 29.60 0.289
strongly  disagree neutral agree strongly
disagree agree
Increased time 1 9 1 29 12 3.60 4.00 -1.43
negotiation/organisation 17) 2 (56) 23) 2370 2900 0.5
Increased search efforts 3 8 2 29 10 3.40 3.80 -1.14
(6) (15) (4) (56) (19) 24.00 26.60 0.26
very satisfied neutral dissatisfied very
satisfied dissatisfied
Mode and speed of 9 25 3 15 0 2.60 2.20 -1.14
payment 17) (48) (6) (29) (0) 28.80 2440  0.26
much lower same higher much
more more
lower higher
Rejection due to quality 5 26 8 8 6 3.00 2.40 -1.06
9) (49) (15) (15) (11) 29.10 29.40 0.29

Source: survey data

Mean rank scores in bold

No significant differences were observed in the mearanks for MIFACIG and ADEAC
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Negotiation and organisation cost
About 79 percent of the producers agreed or styoagteed that they spend much more time

to negotiate and organise group sales comparedihter @hannels (table 4.5). A better
understanding of why negotiation cost increases bmmead in the section describing the
group sale process (section 4.1). Other reasonbeaalated to the point that eventhough in
individual sales the trader and the producer havbargain, the process was described as
more complicated in group sales as negotiation® havbe longer because there are more
persons involved which may lead to arguments antoggsup members when there is

disagreement on sales conditions.

Organisation cost pertains to difficulties to shpreceeds from the sales especially for the
njansang group that centralised payment (thatedrdders pay to the group treasury). It was
thought that farmers might be disappointed withrtiedle of payment since they have to wait
to receive their money until the sales are over ealdulations are made. Contradictorily a

majority (65%) was very satisfied or satisfied witie mode and speed of payment and only
(28%) admitted to be dissatisfied (table 4.5). Wbempared to individual sales through door

to door, payment during group transaction takesentiane. It can therefore be concluded that
according to producers, eventhough organisatiohinogeases during group sales the method

was appreciated by a majority of them.

Search cost
About 75 percent of the respondents agreed orgragreed that selling in group requires

additional effort to search for traders who can Iuge quantities. Though the producers
were linked with an organised group or a networkraflers they reported that they have to
make several phone calls to actually confirm tpenticipation to avoid that farmers mobilise
their harvest and the traders do not turn up. @glthe traders means that the marketing
officer travels to a near-by village where therddakephone network. Sometimes producers
may have to travel to the markets to personallk t@ith the traders to confirm their
participation. During such visits the producersomégd that they exploited the opportunity to
find new buyers who could have enough purchasinmgepdo buy from them. All the kolanuts
farmers considered that it was difficult to finchew buyer. The least score given for the item
measuring the difficulty to find new buyers wasethrwhich stood for a problem. The

njansang producers had divided opinion as 44 peomrsidered finding a new buyer a minor
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problem or not a problem at all and 54 percent idemed it to be a relatively significant or

major problem.

In door-to-doorbuying the producer stays at homd a few traders come to buy. The
problem with the door-to-doortransaction is tha gnoducer remains in a situation of doubt
not knowing when the trader will come. The advaetay the group sale is that such
uncertainty is reduced as the producers can makketnarangements with the traders when
they are in need of money or when prices are higlthe market. However the fact the
producers never used to pay anything to get infaomeaon traders and the fact that they
emphasised on the complication of finding a tragién enough capital to buy from the group
makes the search cost an additional cost.

Control Cost
The rate of rejection during group sales, compdoethe normal form (door to door) was

rated as much lower or lower by a majority (cloee58%) of the respondents while 15
percent think it is the same. This implies a lowentrol cost during group sale. Though
differences existed in the mean ranks of the respobetween the kola and njansang group,
these differences were not statistically significarnis is however strange for items related to
quality as results showed that kolanuts are motgested to stringent quality measures

compared to njansang.

Based on the above analysis on transaction coahibe concluded that producers perceived
that search, negotiation and organisation costglgroup sales are higher compared to
door-to-door transactions while information and tcoincosts are perceived as lower. If each
higher score is given a value of one and a loweseovalue of zero, this ends with a total of
three on five indicating that perceived transactosts during group sales are higher than

transaction costs during door-to-door transactions.

4.4. Suitability of governance structure
As mentioned in section 2.3.2 of the literatureieay Williamson (1993) identifies three

attributes of a transaction that influence traneaatost and their relationship with the type of
governance structure. In order to investigate tfamsaction between producer groups and
traders is the most appropriate governance strither transaction is first characterised based

on asset specificity, uncertainty and frequenctheftransactions.
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4.4.1. Asset specificity measured in terms of quéliof produce
One aspect on which traders working with AFTPs poed groups insist on is quality

products. Hobbs and Young (2001) argue that whierselifferentiate their produce to meet
the specific requirements of a buyer, it makestthrsaction complex and requires specific
investments in terms of new skills and knowledgectWwhmeans human asset specificity.
Producers’ investment in skills and knowledge tppdy specific products to their buyers
compared to supplies made through other channels ag&sessed by three items and their
responses were as follows (table 4.6). About 6&querof the producers either strongly
agreed or agreed that the traders with whom thdiabmrated in the group market
arrangements had specific quality requirements thegt meet, which otherwise wouldn’t
have been possible in other channels. Another égepestrongly agreed or agreed that they
had spent more time to meet the quality requiremertthe traders compared to other
channels and lastly, close to 81 percent strongheed or agreed that they have spent

considerable time to be trained to meet the remergs of the traders.

Table 4.6:Asset specificity interpreted in terms product elogeristics - product quality

strongly  disagree neutral agree strongly Mean Mean Mann
disagree agree scores scores  Whitney
& and U
mean mean Z-value
ranks ranks
kolanut  Njansan P-value
S g N=27
N= 27
Traders insists on
higher quality 6 9 2 22 14 3.90 3.10 -2.19
products (11) a7 4) (42) (26) 31.50 22.70 0.03**
We spent more time to
process product to 5 14 0 24 10 3.80 2.90 -2.49
meet quality standards  (9) (26) 0) (45) (18) 32.00 22.00 0.01*
Have spent 3 7 0 28 15 4.30 3.40 -3.09
considerable time to
be trained to meet (6) (13) (0.0) (53) (28) 33.00 21.00 0.00***

quality standards

Percentages are in parenthesis
Mean rank scores in bold
Mann Whitney U test: Significant at 1% = ** Sidicant at 5% = ** Significant at 10 % = *

Significant differences were observed in the mearks for all the items used in measuring
asset specificity between the two groups of produ¢mble 4.6). Kolanuts producers had
higher mean ranks compared to njansang producérs.iddicates a higher degree of skills

and knowledge to meet the quality requirementskédanuts. Kolanuts producers explained
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that in order to supply the required quality, sagtbegins from the farm when the fruits are
harvested. They endeavour to sort broken pods trayse intact. This is to avoid mixing

kolanuts that may be attacked by weevils with tHose from weevils. This knowledge they
said was acquired through participatory researctwdmn the kolanut producers and
researchers which showed that kolanuts harvestddhsoken pods were easily attacked by

weevils compared to those from intact pods.

In the cleaning and drying process of the kolathisproducers made sure that both qualities
(broken and intact pods) are separated. In additidhis, they had to sort the large, medium
and small nuts to suit the standards fixed by thlarkuts traders. All these, they said is not
done when they sell through the normal channetae they miss to sell to the traders with
whom they agreed to go through this process itlalbifficult to find another trader who will
be willing to match price to quality. This meansttithe kola producers try to maintain
recognition by supplying high quality kolanuts dmtt the buyers with whom they have
agreements can pay higher prices for the qualipypléed.

The quality of njansang is determined much morehgycolour and the size of the kernels
which are easy to observe at the time of salescolwir of the njansang is determined by the
processing technique. When boiled for too longe#ads to reddish brown, a quality trait
appreciated in the Douala market. When boiled fein@art period it takes a light brown colour
which is appreciated in the Yaounde markets. Arotjulity norm is that only full kernels
should be supplied for sale. Njansang may be dnefire or in sunlight. The former leads to

bad quality kernels which must be avoided durirgugrsales.

4.4.2. Site specificity-geographic complexity of mduction villages
Producers’ perception of the geographic or sitecifipgy were measured by producers

responding to questions dealing with complicatiohshe flow of the purchased items from
the production villages to urban markets as welfras their homes to the agreed place of
group sale. About 87 percent of the respondentsgly agreed or agreed that traders who
travelled to the production villages to buy froneni made tremendous efforts to overcome
roads and other geographic related complicatioal€t4.7). A majority (close to 70 %)
strongly agreed or agreed that the nature of tlaelsaomplicated their negotiations with
traders and has put them on the loosing side tepadower prices offered by the traders. In
addition, about 64 percent of the respondents glyoagreed or agreed that transporting the
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produce to the agreed place of transaction wasjar miblem limiting group sale. Although
transportation cost is often considered a physioat of marketing, Hobbs (1995) argues that
it can be considered as a transaction cost if presents the cost of using a particular
marketing channel. In door-to-door transaction pomiis do not incur any transportation cost
as transactions are done at the door step. Bas#dsoih can be concluded that a majority of
producers perceive geographic complexity of thegaa as high which leads to increased
complications and transportation difficulties bégh transfer cost.

Table 4.7: Site specificity-geographic complexifypooduction villages

strongly disagree neutral agree strongly Mean Mean Mann

disagree agree scores scores  Whitney
& and U
Mean mean Z-value
ranks ranks

Kolanuts Njansang P-value
N=26 N=27

Traders make great effort

to travel to this village 1 4 2 29 17 3.80 4.30 -2.13
(2) (8) 4) (55) (32) 22.90 31.00 0.03**

Nature of roads/bridges

complicate negotiations 6 10 0 17 20 28 4.50 -3.83
(11) (19) 0) (32) (38) 19.10 34.60 0.00***

Transportation to agreed 11 3 20 14 3.90 3.11 2.25

place of transaction is a

major problem (9) (22) (6) (38) (26) 31.70 22.50 0.02**

Percentages are in parenthesis
Mean rank scores in bold
Mann Whitney U test: Significant at 1% = ** Sidicant at 5% = ** Significant at 10 % = *

Significant differences were observed between tleammranks of kolanuts and njansang
producers. Njansang producers had higher mean r@ik6) for statements regarding the
efforts made by traders to overcome the bad roBtusy also had higher mean ranks (34.6) on
the item measuring the bad nature of their roadghey considered the nature of their roads

as much of a problem compared to kolanuts producers

On the other hand, kolanuts producers had highe@nmanks (31.7) for the statement that
transporting the produce to the required marketepla a major problem limiting group sales.

This can be explained by the fact that kolanutders had to travel from far away distances
(radius of between 11 to 45 Km) to the agreed nigleze whereas members of the njansang

group lived closer to the agreed market placehdfrtjansang group is considered to be more
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successful it could be that besides other factlistance to the market place has a greater
negative effect compared to the nature of the r@mdgleterminants of site specificity and

consequently group sales.

Although producers do not incur transportation cdsting door-to-door transactions the
nature of the roads however increases uncertafnshether a buyer is coming to buy or not.
With group sales such uncertainties are reduceto#is buyers and traders make market

arrangements and agree on a fixed market day.

It can be concluded that the kolanuts and njangaoducer groups sales arrangements with
traders are characterised by product specificlig (teed to supply quality products), human
asset specificity (skills required to produce dwaliproducts) and site specificity

(complications to transport produce). Also it candaid that while the asset specificity of
kolanuts group is influenced by transportation e agreed market place and the product
characteristics (difficulty to meet quality norntlat of njansang group are more influenced

by uncertainties arising from the nature of thedsoand bridges.

As described in the literature review section ascBjgity increases, transactions costs are
reduced if, the governance structure moves awaw thee markets to the hybrids. This means
that strategic alliances between AFTPs producemupggoand traders through market
arrangements are necessary to overcome high ttamsa@osts that result from the specific

nature of the transactions in kolanuts and njangaogp market arrangements.

4.4.3 . Production-supply uncertainty
About 71 percent of the producers affirmed thatas very difficult or difficult to determine

the quantity of produce they can supply to the baijer any group sale. About 53 percent of
the respondents declared that it was either véfiguli or difficult to determine the quality of

the product by simple observation.

Significant differences were observed in the meank responses of both groups of producers
for questions related to determining quality by esation as well as questions related to
fluctuating prices. Mean ranks of kolanuts prodscerere lower than that of njansang
producers. This suggests higher uncertainty thstlts from fluctuating prices and quality
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exigencies for kolanuts compared to njansang (tdlg The explanation given by kolanuts
farmers with regards to the relationship betweealituand quantity is that quantity to be
supplied can greatly be reduced by hidden quataist For example they explained that
since it is difficult to determine if their kolarauhave been attacked by weevils, they can
communicate that 10 baskets of kolanuts will bepfiad on the market day. But on the eve of
the market it is not unusual to discover that loalall of the kolanuts have been attacked by

weevils.

Also a farmer may be unlucky that a trader upotirtgghe kolanuts picks one that is slippery
amongst the lot. In such a case it is difficult donvince the trader that the remaining
thousands are of good quality. The traders use spplortunities to offer lower prices or
refuse to buy at all, especially if there is aburoda This is dangerous as it increases
opportunistic behaviours of traders and thus tretiea costs. It can thus be said that based
on producers’ perception, the selected AFTPs asgackerised by high uncertainty which
increases negotiation cost during group saleslamlttansaction costs.

Table 4.8: Production-supply uncertainty

very difficult same easy very  Mean Mean Mann
difficult easy  scores scores  Whitney
& and U
Mean mean Z-value
ranks ranks

Kolanuts Njansang P-value
N=26 N=27

Ease/difficulty to

determine quantity for 8 30 2 10 3 2.20 2.60 -1.43
group sale (15) (57) 4) (29) (6) 24.30 29.70 0.15
Ease/difficulty to
determine quality by 9 19 1 13 11 2.30 3.50 -2.83
observing a7) (36) (2) (25) (21) 21.10 32.70 0.01**
""" very  fluctuating neither stable  very
fluctuating fluctuates stable
nor
... StAble
Product prices 13 27 1 11 1 1.80 2.70 -3.09
(24) (51) (2 (21) (2) 21.00 32.90 0.00***

Percentages are in parenthesis
Mean rank scores in bold
Mann Whitney U test: Significant at 1% = *** Sidicant at 5% = ** Significant at 10 % = *

The situation whereby traders take advantage ofuating prices and quality traits to offer

lower prices compared to what was initially agread been characterised by Hobbs (1995) as
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opportunistic recontracting (i.e the purposeful @mouring of a contractual arrangement for
economic gain). She further argues that opportienigtcontracting can best be handled
through strategic alliances between buyers andyoerdyroups provided such an arrangement
can reduce the risk of opportunistic behavioursrdased bargaining power of farmers
relative to traders is identified as the major edairto overcome such opportunistic behaviour

especially if the group can assure continuous suppl

This opinion is supported by the transaction costoty which states that high level of
uncertainty calls for a forum through which actarsthe AFTPs value chain can discuss
various possible outcomes and take necessary pi@tauThis thus justifies the use of

producer groups and traders market arrangemeiseasf such forums.

4.4.3. Frequency of the transaction
One characteristic of the transaction between th&Rs producer groups and traders in this

study is that the transaction occurs once in a.y€his does not give the possibility for
producers and traders to develop trust that is@ggdeao reduce monitoring and control costs
amongst the trading partners. The nature of thdsro@ake the transactions between producer
groups located in areas with very bad roads amigbs to be very specific because traders
travelling to such areas need to overcome the ésimfi the roads including broken bridges.

The transaction cost theory advises that in sushuation trilateral governance is required
and the role of the third party (public or privats) to resolve disputes and evaluate
performance (table 2.3 in chapter 2). In the cantdxthe AFTPs producers and traders
studied, in the absence of a governmental body, dails for the intervention of NGOs to
follow the link between producer groups and trad@&he question however is to what extent
can the NGOs support such a process and who paykdocoordination. The role of the
NGOs can be seen in the explanation of some oftrdmbers who criticised ICRAF and
partners approach by claiming that it is too e&olyhink that, the producers-traders market
arrangements can run on their own. They also $witlit will be difficult for them to bear

complications of bad roads without external support
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4.5. Factor affecting successful market arrangement
This chapter provides answers to two other resequdstions: first the factors that affect

market arrangements between producer groups artkrsraand secondly respondents
perception of cost and benefits involved in growgrket arrangements. Measure of success of
the price premium is first presented after whiclcpptions of satisfaction of group sale
activities are reported. Producers’ commitment ¢émtinue dealing with the traders they
considered major ones come in this section as auneaf success. From the elements of
perceived satisfaction factors that affect markesrsjements between producer groups and
traders will be identified by comparing responskthe njansang group considered as having
had successful market arrangements and the kolg grbhich is considered less successful

(see section 4.4.1)

4.5.1 Measuring success using price premium and befits - cost
Using the transaction costs theory Banaszak (2@@&nhed a successful producer group

dealing in joint marketing of the produce of itsmi®ers as one that manages to operate at per
unit cost which do not exceed per unit costs ohddhe same transaction through other
means or channels. According to him such succegkl die measured by using the price
premium that the group negotiates for its membeltsyanvestigating whether the benefits of
the group carrying such an operation were highen the cost. The relation between benefits,

cost, revenue, price and quantity will be discusedtis section.

Price premium

The price premium the groups negotiated for thesmiers compared to what they would
have obtained through the most obvious channel ialoor-to-door transactions were
compared. For the kolanuts producers, a typicalepsicenario of their arrangements with
traders for the first group sale is shown in tahl® As regards the price premium negotiated
by the groups, the highest recorded is 18 peraanthie kola groups. In another kola group
market arrangement (not indicated in the table)phee premium was 0% as the kolanuts
were bought at exactly the same price as in th&ehafor njansang producers, price analyses
show that they sold their produce each year thrabhghgroup at an average of 31 percent

higher price premium with a minimum of 25 and a maxm of 37.

Table 4.9 also shows that while the Njinikom andidfang kolanuts farmers adopted a skim

pricing strategy during bargaining (started withigh price) those of Bafmeng used a status
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guo that is prices closest to the market price. Shienming method used indicate the
objectives of these two subgroups to make very Ipigifits or is an indicator of incorrect
market information or over expectation from growggi\aties and may explain why the group

and the traders failed to reach a compromise.

Table 4.9: Proposed buying and selling prices ¢difats and calculated price premium

(FCFA)
Grade Kolanuts Farmers  Traders Agreed Current Premium Comments
Subgroup Initial Initial price after Market ( Percentage
price price bargaining door to door)
price/basket
Grade 1l a 30000 7000 none 8500 N/A  The best the
traders
offered was
10,000 FCFA
Grade 1b o N/A N/A N/A N/A N/A The farmers
Njinikom went down to
Grade 2 N/A N/A N/A N/A N/A 20,000 FCFA
No market
was
Grade 3 concluded.
Grade 1l a 11000 7000 8500 7500 13 Atotal of
Bafmeng 9000
Grade 1 b 10000 6000 7000 6000 16 kolanuts (9
baskets)
worth 74000
Grade 2 8000 5000 6500 5500 18  ECFA was
sold)
Grade 3 7500 5000 6000 N/A N/A
Grade 1 a 30000 8000 9000 8000 12.5 Atotal of
12000
Grade 1b N/A N/A N/A N/A kolanuts (12
Fundong baskets worth
Grade 2 8000 6000 7000 N/A ) 96000
Grade 3 7000 5500 6500 N/A N/A

N/A: Not applicable or not available

1€ = 650 FCFA

Premium is percentage of agreed selling price istieg market price.
Source: calculated from secondary data in ICRAFrtrip

Investigating producers’ opinion whether benefitgmup sales were higher than the cost, a
majority (close to 94 %) of the respondents strgpragireed or agreed that the benefits of

selling as a group are higher than the cost, véhflew (6 %) thought the contrary.

4.5.2. Measuring success based on producers sattdfan
This part of the results presents respondentssfaation as members of producer groups

dealing with group marketing of their produce. Latieires (Romanik 2008; Bienale¢ al.,
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2004; Fraval 2000; Raymond 2001; Moustiere 199%peraging producer group activities
propose that farmers who associate in groups cap various benefits amongst which
include: bulk sales, building long term or stal#éationship with traders, increase bargaining
power, advance payments from traders as well aktdée access to financial services from
micro financial as well as government and donoriég®do name but a few. These benefits
were transformed into positive statements to whiebémbers had to give their opinion
indicating their level of satisfaction based onugr@ale experiences as well as membership in

the various AFTPs groups.

A high proportion of respondents (73 %) indicatedistaction levels for items related to
increases in personal quantities of products si@dl€ 4.10). A majority (85%) were also
satisfied with the amount of knowledge they hawared from other members of the group
dealing with production of the species (table 4.13gspite high rates (76%) of satisfaction
related to bargaining power (Table 4.10), a contpesly lower proportion (about 55%) was
either satisfied or very satisfied with the priegdl obtained during group sales. This explains
why a majority of the respondents (74%) rated tlaeghining skills of the team that

negotiated prices during group sales as averagepiwery low

Table: 4.10: Producers’ satisfaction with beneditgroup sales - negotiation process

very dissatisfied neutral satisfied very mean mean Mann

dissatisfied satisfied score score & Whitney
and mean U

Mean Rank Z-value

Rank njansang P-value
kolanuts N=27

N=26

Personal increases in 1 6 7 25 13 3.50 4.10 -2.11%
quantities sold ?) (13) (13)  (48) (25 2220 3050  0.04
Higher prices 2 11 11 22 7 2.80 3.90 -3.48

4 (21) (21) (42) (13) 19.80 33.90 0.00%**
Higher bargaining 3 8 2 37 4 3.60 3.60 -0.14
power (.i.e. against
buyers) (6) (15) 4 (68) @) 27.70 27.30 0.89
Change from 12 14 6 15 7 3.20 2.44 -2.151
arbitrary to (22) (26) (11) (28) (13) 32.00 2300  0.03*

standardised
measuring units (kg)

Percentages are in parenthesis
Mean rank scores in bold
Mann Whitney U test: Significant at 1% = ** Sidicant at 5% = ** Significant at 10 % = *
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Table: 4.11: Producers’ satisfaction with beneditgroup sales - sharing market information

very dissatisfied neutral satisfied very mean mean Mann

dissatisfied satisfied score score & Whitney
and mean U

Mean Rank Z-value

Rank njansang P-value
kolanuts N=27

N=26
Accurate 7 14 3 25 5 3.40 2.90 -1.39
't[‘]feo';;”aﬂz:‘ about (13) (26) ) (46) ©) 3030 2770  0.16
Learn production 0 6 2 37 9 4.00 3.70 -0.82
/processin

tgchniquesgfmm (0) (11) (4) (69) (16) 28.90 26.10 0.41
other farmers

Learn from other 7 13 2 25 6 3.38 3.00 -1.11
farmers how to (13) (24) 4) (47) (11) 29.30 2480 027

market

Percentages are in parenthesis
Mean rank scores in bold
Mann Whitney U test: Significant at 1% = *** Sigicant at 5% = ** Significant at 10 % = *

Most of the items for which a high proportion ofpendents indicated that they were either
dissatisfied or very dissatisfied are related teirthelationship with traders (table 4.12) and
expected financial benefits from NGOs (table 4.13)r example a majority of producers

(89%) were disgruntled for not being able to reeeadvance payment from traders. Another
bulk (75%) was at least not satisfied with the ficial assistance received from partner
NGOs. The advanced payment and financial assistaaseexpected to help the producers
withhold their produce or solve urgent needs wiviééting for the agreed day for group sales.
Access to accurate market information is one oflteefits that are expected from joining

producer groups. Unfortunately close to 40 perdeaible 4.11) of the respondents were

dissatisfied or very dissatisfied with the quabiyinformation they are receiving through the

group.
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Table: 4.12: Producers’ satisfaction with beneditgroup sales- relationship with traders

very dissatisfied neutral satisfied very mean mean Mann

dissatisfied satisfied score score & Whitney
and mean U

Mean Rank Z-value

Rank njansang P-value
kolanuts N=27

N=26
Contacts with more 1 16 5 6 26 3.50 3.20 -11
traders @) (30) (9) (11) 48 29.70 2530  0.271
Traders respect 6 17 7 18 5 2.90 4.20 -0.38
mutually agreed
upon requirements (11) (31) (13) (33) 9) 26.70 28.30 0.71
Exclusion of the 5 24 3 1 8 2.60 3.30 -1.84
middleman (9) (44) (6) (26) (15) 23.80 3120  0.07*
Establishment of 8 25 1 15 5 2.70 2.70 -0.13
long-term
relaﬂionships with (15) (46) (2) (28) 9) 27.80 27.20 0.89
traders
Advanced payments 32 15 6 0 0 1.60 1.70 -0.61
form traders (60) (28) (11) (0) (0) 25.80 28.10 0.54

Percentages are in parenthesis
Mean rank scores in bold
Mann Whitney U test: Significant at 1% = ** Sidicant at 5% = ** Significant at 10 % = *

The Man Whitney U test was used to compare medsd@tween the njansang and kolanuts
producers. The results show that there were sggmti differences between njansang and
kolanuts producers’ satisfaction levels for mosttloé items dealing with the negotiation

process (table 4.10) and satisfaction of capadaitiimg-financial assistance (table 4.13). For
example, the njansang producers indicated highesanm@ank for personal increases in

guantities sold (30.48) and prices (33.91) negadidhrough the group compared to door-to-
door transactions. By contrast the kolanuts produbad lower mean ranks for the same
items 22.2 and 19.83 respectively. This means that njansang group succeeded in
negotiating better market conditions for its memsbmmpared to the kolanuts group and this
may account for one of the factors that make tloaigmore successful compared to their

kola counterpart.

Also kolanut producers indicated lower mean rank26f98 against 32.80 for njansang

producers on the item measuring technical suppornh fpartner NGOs on issues related to

83



marketing and similar results were obtained fouessconnected to technical support on

production, storage and processing (21.26 for kakand 33.74 for njansang).

Table: 4.13: Producers’ satisfaction with groupeSatapacity building/financial assistance

very dissatisfied neutral satisfied very mean mean Mann
dissatisfied satisfied score score & Whitney
and mean U
Mean Rank Z-value
Rank njansang P-value
kolanuts N=27
N=26
Financial support 31 10 4 8 1 1.40 2.30 -2.45
from partner NGOs 57 (19) 7 (15 @) 228 3220  0.01%
NGOs support on 15 10 2 20 7 2.30 3.50 -3.04
production/storage/ 57 (19) 4) 37) (13) 2120  33.70
processing
0.00%**
NGOs support on 5 9 4 27 8 2.90 3.90 -3.01
marketing issues 9) (17) 8) (51) (15)  21.00%*  32.80  0.00%**

Percentages are in parenthesis
Mean rank scores in bold

Mann Whitney U test: Significant at 1% = ** Sidicant at 5% = ** Significant at 10 % = *

This means that the capacity building programs @mketing, processing and storage were

more usefull to the njansang group compared tdkdt@nuts group and may have accounted

for the differences in success rates between thegtaups.

4.5.3: Success factors based on factor analysis-gruxers

To confirm the factors that determine successfulrketa arrangements identified by

comparing differences in satisfaction level betwedée kola and njansang group, an

exploratory factor analysis was performed on teedf items used in measuring satisfaction.

Three main factors emerge from the exploratoryofaeinalysis. About 70 percent of the

variances in the seven items used could be expldipehree factors. The first factor explains
33 percent of the total variance, the second 2@egmeiand the third 15 percent (table 4.14).

The MSA analysis shows a value of 0.63 which isatge than the recommended 0.5

(Janssenst al. 2008). Secondly the Bartletts test of spheriaiiicated high enough degree
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of correlation between the measured items (P-val@®000 < 0.001) meaning that factor
analysis was meaningful. The results were integgrdtased on the varimax-rotated factor
loadings. Janssens et al. (2008) propose a minisample size of 50 and 60 for factor
loadings of 0.75 and 0.70 respectively. In thisardgtems having factor loadings greater the
0.7 were chosen to be included in a given factoweler factors loadings as low as 0.69 for
one of the items for the third factor was considdreorder to have a better interpretation of
the component.

Table 4.14: Factor loadings of producers’ benefitgroup sales

Components
1 2 3
Advance payment_traders 0.794 0.075 0.108
Financial support_ NGO 0.777 -0.109 0.317
Respect_mtual agreements 0.775 0.141 -0.162
Better access mkt_info -0.092 0.833 0.155
More accurate_mktinfo 0.202 0.820 0.081
Higher prices 0.081 0.031 0.892
Higher bargaining power 0.073 0.437 0.698

Extraction Method: Principal Component Analysis.
Rotation Method: Varimax with Kaiser Normalization.
Source: survey data

The first factor has as key item advanced paynrem traders with a factor loading of 0.79
others include items related to financial suppaxdnf NGOs and mutual respect of
agreements. This can be grouped under financiatasse to withhold produce while waiting
for the appropriate market day. The first two iteomsthis factor are those for which farmers
expressed high level of dissatisfaction. Respechutual agreements is related to these two
items in the sense that when farmers have advamegdents from traders it will encourage
them to keep their produce and not to sell elseevh8econdly the fact that traders give

advanced payment it will enable them to respedt drgagements.

The second factor groups two items related to nbarkermation. The first item deals with
having access to market information and the se®ilde quality of the information. These
two items each load very high (0.83 and 0.82 raspayg) on this factor. The third factor can
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be related to financial gains. It groups two itaelated to higher prices and bargaining power
the most important of which is higher prices withesty high factor loading of 0.89.

The satisfaction levels of the kolanuts and njagsamoducers based on these three factors
were compared and significant higher mean rankse wwticed for njansang producers
compared to their kolanuts counterparts for iteetated to financial assistance received from
partner NGOs as well as higher prices obtained.ditherence in financial assistance can be
explained by the fact that one of the njansang ggaweceived financial support from the
project to enable members withhold their producdenlvaiting for the market day. Secondly
the njansang groups run a saving and loan schethenhe activities of their mother groups
ADEAC which may have facilitated some financial ldegs. Kolanuts farmers under
MIFACIG had no such assistance.

The results of the factor analysis confirmed thfaprevious analysis that identified success
factors comparing differences between kola andsajag group. Both analysis indicate that
for group market arrangements to be successful asgshshould be put on micro financial
activities that will enable producers withhold thproduce while waiting for an appropriate
market day, improve their access to accurate manketmation sources and lastly farmers
need to obtain higher prices compared to their iptsv channel and increasing farmers

capacity to negotiate and bargain for such highieep can be a way out.

4.5.4: Traders’ perception of success in participatg in group sales
As concerns traders, close to 90 percent (tabk) 4fithose interviewed were either satisfied

or very satisfied with personal increases in thangity of produce they could purchase on a
single trip in a given producer village, comparedheir habitual door-to-door transaction. A
good number of traders (75 %) were also satisfiegteny satisfied with the fact that they
could buy at comparably cheaper prices comparedotw-to-door transactions. About 60
percent of the traders interviewed were dissatisioe very dissatisfied for not having
established a long-term relation with the produgreup or think that the relation will not last

for long
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Table 4.15: Traders’ satisfaction as members oensgroup N= 17

very dissatisfied neutral  satisfied very
dissatisfied satisfied
Personal increases in quantities of product 1 1 10 5
Pougnt ®) ® (69 (@9
lower buying price 1 3 0 9 3
(59) (19) ) (56) (19)
Better access to information on quantities 1 3 1 6 3
in supplied village ) 21) 7 (43) (21)
Establishment of long term relation Wiéth 2 8 1 5 1
producers a2 47) © (29 ®)

Percentages are in parenthesis
Mean rank scores in bold

Source: survey data

4.5.5. Producers and traders description of a sucssful market arrangement
In order to confirm the variables on which bothupse differ as factors that may influence

successful group sales as well as identify othresggondents were asked to define what they
would consider a successful market arrangementliSthef items is presented in table 4.16.

Table 4.16: Producers’ criteria of successful maakeangement

Criteria Kolanuts producers Njansang producers

Number Percent Number Percent

cases
Cases

Higher prices 18 72 5 23.80
All products must be sold 11 44 4 19.00
Traders should respect their 4 16 9 42.90
appointments
Mutual satisfaction quantity/quality 3 12 5 23.80
and prices
Traders available when needed 3 12
No cheating 2 8 3 14.30
Total 41 164 26 123.80

Source: survey data

It shows that 46 out of the 54 producers indicated of the reasons. Of these 46 respondents,
half indicated higher prices amongst other critéoa successful market arrangement. The
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results further indicate that 72 percent of kolanproducers mentioned higher prices
compared to about 24 percent for the njansang pevdutable 4.16). Another measure for
successful market arrangements listed by the perdus the fact that all products brought to
the market place must be sold. Again a compargtieeyer proportion of kolanuts producers
(44%) mentioned this criterion against a fewer amiaaf njansang producers (19%). The
most important point with regards to frequency itdton for the njansang producers (44% of
respondents) was the fact that a successful markatgement is one for which traders must

respect their appointments.

The differences in opinion between the kolanuts ajashsang producers can be related to
their experiences in the business. It should beallext that kolanuts producers had bad
experiences with prices offered by traders. Segorutcause the traders insisted on high
quality, they sorted out the large size kolanuis eefused to buy the smaller ones. This may
explain why kolnuts producers insisted on the fhat all the kolanuts brought to the market
place must be bought.

The most cited criterion of success by tradergspect of engagements in terms of quantity
and quality cited 8 times representing about 47cexdr of the respondents (table 4.17).
Making profits and buying at a cheap price regedethe lowest frequencies. Comparing
responses from kolanuts and njansang traders itre@gnised that a majority of kolanuts
traders insisted on respect of engagements in tefrguantity and quality (80 percent)
whereas njansang traders talked more of mutuaifaetion of both producers and traders.

Table 4.17: Traders’ criteria of successful magdeeangement

Criteria N Percent of
respondents
Both parties respect their engagements i.e. (gyatd quality) 8 4710
Mutually satisfaction in terms of quantity and qtyasupplied 4 23,50
No complication involved in the process 4 23,50
We buy at a cheap price 3 17.60
When we make profits 3 17.60
Total 22 129.40

Source: survey data
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4.5.6. Factors that may hinder successful market emngements
Producers and traders were asked which amongst aflpoints that included behavioural

characteristics, product characteristics, natureoafds and bridges, group organisational
issues and finances, they considered could hingeressful market arrangements between
both parties. They could rank the listed pointsrird (does not hinder) to 5 (hinders a lot).

Analysis shows that 92 percent of the respondetasle( 4.18) considered lack of pre-

financing to either hinder to an extent or hindefet.

According to producers’, trust amongst farmers betlveen farmers and traders is not an
element that hinders successful market arrangerbese items of trust received the highest
percentages (56% and 59% respectively) as fachas do not hinder successful market
arrangement. However the fact that they do note@siheir engagement to supply proposed

guantities can be seen as a lack of commitmentaydeventually lead to mistrust.

Mann Whitney U test indicated significant differescin respondents’ perception of factors
that may hinder successful market arrangementsedegithe kola and njansang producers.
The njansang group had a higher mean rank (341i88gms measuring the state of the roads.
Comparatively the kolanuts group had a lower meak {18.87) and therefore perceived the
road factor as less of a problem compared to njgngarmers (table 4.18). This result is

similar to that obtained when measuring the siecHigity based on the nature of the roads
which indicated that the njansang producers peeckitheir roads to lead to a lot of

complications during negotiations compared to kelamproducers.

On the same scale, (1= does not hinder to 5 = renaléot) the kolanuts farmers had higher
mean ranks for items concerning trust between fesraed traders, as well as to three items
related to the nature of the products (perishgbititfficulty to predict harvest and difficulty
involved in processing from harvest to storage)sTheans that these factors are perceived to
have a more negative effect on successful markabhgements by kolanuts farmers compared

to the njansang farmers.
Eighty six percent of the traders considered ldaknough capital to buy huge quantities from

organised groups as factors that hinders to ameatehinders a lot their market arrangements
with producers. This is followed by the nature lo¢é roads and bridges (76 %). This can be
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understood as they are the ones who go throughutde of transporting the produce from

the villages to the urban markets.

Table 4.18: Producers’ evaluation of factors thatlér successful market arrangement

does not does not hinders hinders hinders mean mean Mann
hinder hinder to an alot scores scores  Whitney
at all extend & & U
mean mean Z-value
Rank rank
kolanuts njansang P-value-
N=26 N=27
Nature of roads /bridges g 15y g5 12)  6(11) 33(62)  3.00 4.89  -4.34
18.90 34.80  0.00***
Trust between farmers
and traders 19(35) 11(21) 2(4) 10(19) 10(19) 3.00 220 -1.83
30.80 23.30 0.07*
Trust between farmers
within the group 24(46) 7(13) 48) 13(25) 4(8) 2.60 2.10 -0.98
28.40 24.60 0.34
tgzif:“”g units used by - g, 5y 5(9) 2(4)  16(30) 22(41)  3.60  3.90 -0.61
25.80 28.20 0.54
Perishable nature of the
products 15(28) 3(6) 1(2) 17(32) 15(28) 4.50 2.10 -5.49
38.40 16.00  0.00***
Egrf\'/ce“s':y topredict it g150) 10(20,0) 4(8.0) 15(30,0) 13(26,0) 390 290  -2.13
30.10 21.60 0.03**
Small quantities
produced by farmers 7(15) 5(10) 3(6) 23(48) 9(19) 3.40 3.40 -0.68
25.70 23.10 0.49
Difficulty in processing 1751y 12y 7(13)  15(28) 18(36)  3.90  3.20 -2.09
31.40 22.80 0.04**
Farmers do not respect
announced quantities 8(15) 1(2) 2(4) 26(50) 15(29) 3.60 3.90 -0.31
25.90 27.10 0.76
Lack of organisation
from traders 15(28) 2(4) 2(4) 16(30) 17(32) 3.80 2.80 -1.55
30.20 23.90 0.12
Lack of pre financing to
withhold produce 2(4) 1(2) 1(2)  21(40) 28(53)  4.40 430  -058
25.10 28.10 0.56

Percentages are in parenthesis

Mean rank scores in bold

Mann Whitney U test: Significant at 1% = *** Sidicant at 5% = ** Significant at 10 % = *

Source: survey data
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The results on the perishable nature of the predaret worth commenting because looking at
the general score one could have the impressi@nitt a problem. However 96 percent of
the kolanuts traders were of the opinion that pefdity hinders successful market

arrangement. This can be understood because thepamones who take the risk of storing
the product and it is very difficult to know thrdugbservation if the product is attacked by

weevils or not.

4.6 Commitment, dependency, trust and successful mk&t arrangements
This section of the report presents producers’ grgn of commitment and trust in the

traders they consider the major ones and with whbey had group sales market
arrangements. Producers’ perceived dependenceese thaders is also investigated in this
section. As a recall of the conceptual frameworknmitment to continue trading with the
same traders is an indicator of success. The oakdtip between commitment to continue the
relationship and trust the producers have in thdetrs is examined in later parts of the

section.

4.6.1 Producers’ commitment to major buyers
Producers indicated their willingness to continualaborating with the traders they

considered the major ones by responding to thegeraents measuring the positive effects of
such traders to them (table 4.19).

Table 4.19: Producers’ commitment to their majoyers

strongly disagree neutral agree  strongly Mean Mean Mann
disagree agree scores scores  Whitney
& and U
mean mean Z-value
ranks ranks
MIFACIG ADEAC P-value
N=26 N=27
Continuation with the old
ones even if others are 4(8) 11(21) 1(2) 23(43) 14(26) 3.60 3.60 -0.13
available 27.70 26.70 0.89
Enjoy relationship with the
major traders 3(6) 8(15) 3(6) 33(62) 6(11) 3.50 3.70 -0.52

26.00 28.00 0.61

Continuation with old ones

despite cheating 13(25)  11(21)  1(2) 22(41)  6(11) 3.30 3.00 -0.21

27.40 26.60 0.84

Percentages are in parenthesis
Mean rank scores in bold
Mann Whitney U test: Significant at 1% = *** Sigicant at 5% = ** Significant at 10 % = *
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Close to 70 percent agreed or strongly agreedeban if other traders are available they
would like to continue working with the ones thegrted working with. In the same line, 73
percent strongly agreed or agreed that they waké&dtb continue working with the traders
because they genuinely enjoyed their relationshitp them and 53 percent strongly agreed
that they would like to continue working with theaders even if they cheat on them (table
4.19).

Based on their responses it can be concluded thedjarity of the producers are committed
or willing to maintain long term relationship withe buyers. No significant differences were
observed between the kolanuts and the njansang grothe various items used in measuring

commitment.

4.6.2 Dependency
Having linked producers to traders who were consii¢he most influential in the kola and

njansang business, questions were posed to knewkdbextent producers think that they are
dependent on the traders or that the traders hgbheiifluence over them. Three items were
used to assess producers’ dependency on the majersbwhile one was used to measure
producers’ perception of the buyers dependencyhemt A good number of producers (62%)
either agreed or strongly agreed that the trademslved in the group sales are important to
them if they are to continue selling in groups, I&t34% disagreed or strongly disagreed with
this view (table 4.20). Close to 70 percent of pmeducers indicated that it is either very
difficult or difficult to find new buyers who canupchase large quantities mobilised by the
group. Another 79 percent reported that it waddalift or very difficult to establish trust in a

new buyer (table 4.20).

According to the transaction cost theory, the diffiy to find new buyers who have capital to
buy from the group can lead to a lock in situatwimereby the producers become heavily
dependent on the major buyers. Because such cegegurtraders are few, they may take
advantage of the complication of the bad roadsffer dower prices to farmers. Secondly
because they organise transport to travel to tbdyation villages it lowers the bargaining

power of the producers.

Table 4.20 Producers’ opinion about their depengencmajor buyers
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Strongly Disagree  Neutral Agree  Strongly Mean Mean Mann

disagree agree scores scores  Whitney
& & U
mean mean
ranks ranks Z-

Kolanuts Njansang Value
N=26 N=27

P_
Value
The trader group is
mportant for futre 4@ 14(26)  2(4)  29(55)  48) 3,10 340  -1.30
group sales 24.80 29.10 0.26
Our producer group is ; .,y 7(13) 2(4) 31(59)  4(23) 3,80 390  -0.46

important to the traders
24.80 27.80 0.64

Very Easy Neutral Difficult Very

easy difficult__
Ease/difficulty to find  2(4) 4(26) 0(0) 26(49) 11(21)
new buyers with large 3.70 340 -1.48
capital (R) 29.90 24.20 0.14
Ease/difficulty to 1(2) 8 (15) 2(4) 25(47) 17(32)
establish trust with 4.70 3.70 -2.03
new buyers (R) 31.10 23.10 0.04**

Percentages are in parenthesis
Mean rank scores in bold
Mann Whitney U test: Significant at 1% = ** Sidicant at 5% = ** Significant at 10 % = *

Source: survey data

The Mann Whitney U test showed that higher mearksamere obtained for kolanuts
producers compared to their njansang counterpathéitem measuring the ease to establish
a relationship of trust with a new buyer. This ¢endue to the fact that kolanuts producers
have not been able to organise group sales wittr dtaders like the njansang farmers after a
series of failed attempts to make market arrangé&neith old partners. Generally the scores
for this construct for both producer groups sigtifgh producers’ dependency on the buyers.
Also 81 percent of the producers strongly agreedgveed that their producer groups are
important to the traders. This last item givesradigation of mutual dependence between the
farmers and traders groups.

4.6.3 Producers’ perception of trust in traders
As mentioned in the literature review and concepfi@anework section, trusts exist when a

partner believes that its partner stands by itsd&/ghonesty) and the belief that the partner
cares about his welfare (benevolence) (Kuetaal 1995). Distribution of responses to the

items measuring trust indicates that more than é@emt of the producers considered the
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traders to be honest while a comparatively lowepprtion (as low as 27 percent for some of

the benevolent items) considered that the tradees about their welfare (table 4.21).

Table 4.21: Producers’ perception on different geshtrust in their major buyers

strongly  disagree  neutral agree strongl| Mean Mean Mann
disagree y agree scores scores  Whitney
& and U
Mean mean Z-value
ranks ranks
Kola ADEAC  P-value
N=26 N=27
Honesty
prices/quantities given 5(9) 4(8) 3(6) 22(42) 19(36) 3.90 3.90 -0.22
by producers in urban 27.40 26.70 0.83
markets are sometimes

false
Honesty:advice given
by traders on quality are 1(2) 11(20) 2(4) 26(49) 13(25) 3.60 3.90 -0.79

true 25.40 28.50 0.43

Reliability: sometimes
afraid traders may not 4(8) 14(26) 2(4) 23(43) 10(19) 3.90 2.90 -2.59

have enough capital (R 21.70 32.10  0.01***
)

Benevolencetraders
will act and negotiate 11(20) 19(36) 0(0) 14(26) 9(17) 2.90 2.80 -0.15

fairly even if the 27.30 26.70 0.88
possibility of cheating
exist

Benevolencetraders
understand our 15(28)  9(17) 4(8)  21(40)  4(7) 2.80 2.80 0.00

problems 27.00 27.00 1.00

Benevolencetraders
care about welfare 13(25) 19(36) 6(11) 11(21) A7) 2.40 2.70 -0.99

when fixing prices 24.90 29.0 0.32

Flexibility: traders are
flexible to change ( 6(11) 17(32) 2(4) 2547 3(6) 3.30 2.80 -1.35

increase) their buying 29.40 24.40 0.18
prices

Percentageare in parenthesis
Mean rank scores in bold
Mann Whitney U test: Significant at 1% = *** Sidicant at 5% = ** Significant at 10 % = *

Further analyses show that there is no signifidéference in the perception of trust between
kolanuts and njansang producers for all the iteameept reliability. Producers of kolanuts had
a lower mean rank (24) on reliability compared jansang producers (32). It means that the
kolanuts producers doubt more about the purchgsinger of kolanuts traders compared to

njansang producers. This difference in perceptamle related to qualitative results whereby
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some kolanuts producers reported that refusal bgnkits traders to buy was not only related
to quality, but also because they lacked enouglitatafhis may suggest that the level of
trust producers have for traders is marginal.

An exploratory factor analysis was also performedtlte items that were used to measure
trust in order to identify how those items relabeetach other and if they met theoretical
expectations. Following the procedure describesertion 3.72 five out of the original eight
items were used in the factor analysis after elating others using the MSA criteria factor
loadings as described in the methodology sectitwe. FfEsults show that the variances in the
five elements could be explained by two factorshlaftwhich explained sixty percent of the
variances (table 4.22) with the first factor donting as it explained thirty eight out of the
sixty percent. The first factor groups three itethslefines producers’ perception of whether
traders care about their welfare when fixing priaeg when they explain their problems to
them. It also includes items measuring tradersXilfiéy to increase prices offered to

producers when there is rise in the urban markets.

Table 4.22: Factor loadings of producers trustaders

Items

Component
1 2
Benevolence_prices 0.809 -0.361
Benevolence_probs 0.733 0.160
Flexibility prices 0.712 0.121
Honesty_info -0.166 0.835
Honesy_advice 0.397 0.707

Extraction Method: Principal Component Analysis.

Rotation Method: Varimax with Kaiser Normalization.

The second factor groups producers’ perception raflers’ honesty in the quality of
information they give them as well as advise onligussues. Honesty with regard to market

information traders give to producers dominate thcsor with a high factor loading of 0.835.

The factor analysis on the trust items show thattivo factors that emerged describing trust
actually confirms the variables that were used éasuare trust as derived from theory.
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5.7. Test of association between commitment and elents of trust derived from factor
analysis

The aim of the correlation analysis was to studyrélationship between producers trust in
traders and their commitment to continue marketregements with them. The results show
that none of the values of the correlation coeffitibetween honesty and the items used in
measuring commitment were equal to zero. Howevaresof the relationships were not
significant. There was a weak, positive and sigaiiit relationship between perceived honesty
and producers’ commitment to continue collaboratinity the traders because they like being
associated with them r = 0.42, P (two tailed) <lqQi@ble 4.23). A weak, positive and
statistically significant relationship was also eb&d between producers’ perceived
benevolence of traders towards them and the fattlley would like to continue the

collaboration because they enjoy the relationship.

Table 4.23: Correlation between items of commitnfaators of trust

Items of commitment Benevolence Honesty
factor score factor score
Continuation Wlth the old ones even if Spearman’s rho 015 0.3&
others are available .
Correlation
Sig. (2-tailed) 0.29 0.01
N 53 53
Enjoy relationship with the major Spearman’s rho 0.29 0.208
traders .
Correlation
Sig. (2-tailed) 0.04 0.13
N 53 53
Contmua‘uon with old ones despite Spearman’s rho .0.05 017
cheating .
Correlation
Sig. (2-tailed) 0.72 0.19
N 53 53

**_Correlation is significant at the 0.01 level (2-tailed). *. Correlation is significant at the 0.05 level (2-tailed)
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Chapter 5: General discussions conclusions and remmnendations

5.1. General discussions and conclusions

The objective of this study was to research factbas affect market arrangements between
producer groups and traders in the agroforestrg peduct value chain in Cameroon.
Another objective was to identify and compare temtion cost involved in group sale market
arrangements between producer groups and tradémattoncurred when sales are contracted

through the habitual mode of transaction whicthesdoor-to-door buying.

In response to the first and second research guedhis study distinguished information,
control, search, negotiation and organisation castsghe major types of transactions cost
producers incurred when they sell in groups. Bdig information and control costs were
perceived by the farmers to be lower during graalpsscompared to door transactions while
the remaining three were perceived to be highendwroup sales compared to door-to-door
transactions. The perceived higher transactiorsd@starch, negotiation and organisation) are
explained by the fact that producers never usesetoch traders to buy from their homes
because the trader moves from door to door. Ndgwtizosts are higher due to the long
discussions which precede sales in order to agrese mumber of trading terms coupled with
the large number of farmers involved. Organisatiost increases because it takes much more

time to pay the farmers than if the arrangementg wentracted on individual bases.

The identified transaction cost during group salesinfluenced by the following:
* Product specificitycharacterised by the need to meet quality exigeraf traders,
* Human asset specificitgharacterised by the skills required to meetiguatandards,
» Site specificitylong distances to get to the agreed market pladete bad nature of
the roads and bridges),
* Uncertainty: that results form fluctuating prices and difficalti to predict weevils

attack by observation

Concerning product specificity, the results of thesearch show that kolanuts producers
require more skills to meet quality norms comparcedjansang farmers. The transactions are
also characterised by site specificity. That isatmn of the supply villages in less favoured

areas and the fact that producers have to tramgldiastances to get to the market place during
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group sales. While the site specificity of the sajmg producers was influenced by the bad
state of the roads and bridges that of kolanutdymrers was influenced by the distances they
had to travel to get to the market place.

For the selected products in this study, producansertainty was influenced by fluctuating
prices and difficulties to predict quality by obsation. Compared to njansang, kolanuts were
more prone to fluctuating prices and it was moféadilt for kolanuts farmers to predict the
quality of the kolanuts by observation. Kolanute aften attacked by weevils which only
become visible during storage. Analysis shows kiédnuts traders insist to only buy quality
kolanuts from the producer groups. Kolanuts protii@e of the opinion traders do not
match price to the quality of kolanuts they off€he disagreement between producers and
traders on price and quality of kolanuts leads iilvdvawal from trade by the producers. It
may be expected that promoting group marketing ofarkuts will assist in reducing
monitoring cost for the buyer which consequentlyl weduce the time spent during group
sales for the producer. The marketing officer witer time reduce frequent checks to assure
that members meet quality standards. The effectwesdvils also affect the reliability of
supply for kolanuts producers as stored kolanués smmetimes discovered to be totally

destroyed by weevils at the eve of a market day.

A majority of producers interviewed judge benefiesived from group sales to be higher than
the cost and would prefer group sales over doaleir-transactions. The benefits are related
to the fact that if they do not participate in goagales activity they risk not sell at all or even
if they sell they will not sell when they want amdy fall victims to cheating and use of false
measuring units by traders which are common in-d@aloor transactions. Also during group

sales they sell in bulk compared to door-to-doangactions where traders with smaller

purchasing power move around and exploit the prextuc

To answer the third research question, allusiomasle to the characteristics of the AFTPs
group market arrangements between producers asersraAccording to the transaction cost
theory, the characteristics of the transactionsquality exigencies, site specificity, human
capital specificity required to meet quality, uteexty and low frequency of transactions
justify the use of producer groups to channel tloelpcts out of the specific production areas
in order to reduce transaction cost. Survey reslitsv that traders are important actors in

group market arrangements. Both traders and proslticmk that it is relevant for traders to
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form an association. This will help in reducing tiree spent on the field by traders to collect
produce. Since traders indicated capital as onlkeofajor factors that hinder collaboration in
group sales, creating a traders association wailifate mobilisation of resources to buy from
the producer groups as was practised by the njgrisatgers. For producer groups it will help
in reducing uncertainty related to the buying cépaxf the traders as was noticed in the kola
group. The traders association will also help tlagldrs to coordinate buying activities and
share market information. Though important, theultesof the study also show that
safeguards need to be developed to avoid compbeitthe part of the traders to offer lower
prices as traders’ responses of the importanceidf an association indicate trends towards

collusion to offer lower prices to producers.

The analyses that follows provides answers to thetl research question that deals with
factors that influence successful market arrangésndrhis study analysed the benefits that
farmers have from participating in group sales carag to door-to-door transactions. The
prices negotiated by the group and members sdimfiacf such prices are important factors
of success derived from this study. Compared toktila group considered unsuccessful in
this study, the njansang group negotiated highgepgsremium for its members and were
more satisfied of the prices obtained. This couplan why the njansang group had more
group sales than the kola producers. Higher praggsn received the highest frequency as

factors that affect successful market arrangenantangst a list cited by producers.

Three other items for which the njansang group idemed successful obtained higher mean
ranks indicating their level of satisfaction conmgzhto the kola group are (i) technical support
from partner NGOs on processing and marketing,efiglusion of the middleman, and (iii)

personal increases in quantities of produce saloutih the group compared to the normal
channel. The njansang group was satisfied with agpauilding programs related to

marketing and processing while the kola group wassatisfied. This means that the time and
efforts spent in training which are important eletseof transaction cost were compensated
by the benefits of higher prices and increased tifismsold through the group. The results of
this study therefore correlates with that of Bideadt al (2004) who suggest that capacity
building programs should accompany projects aimeéshproving farmers’ access to markets.
Asymmetric market information is reported to in@edransaction cost (Pingali et al 2005,
Sartorius and Kirsten 2005) and thus will influermeccess of market deals. For example

some kolanuts producers explained that they cooldacscept the prices the traders gave

99



because they felt the producer price was far lothan what the traders would obtain in
terminal consumer markets. Farmers’ awareness ioé pmformation in consumer markets

will help to avoid such misunderstandings and faidlilitate exchange.

Producers identified lack of prefinancing and adeahpayment from traders to withhold
produce while waiting for the arranged market dayttee major factor that hinders success.
Some producers explained that if traders could goanced payments, it will help to reduce

uncertainty of whether the traders are going tpeestheir appointments or not.

Other factors mentioned by producers and for wiiidferences exist between the kola and

njansang groups are related to site specificityufeaof roads and distances covered by the
group members). The njansang group has more bad eval broken bridges compared to the
kola group surprisingly they registered more susdtkan the kolanut groups with better roads
but more dispersed settlement. The bad nature efrtlads and distances covered by
producers to get to the market place increasextseaformation and transportation cost

(Pingali et al. 2005).

The nature of the product (perishable or non pabl) and the ease to determine this trait
was found in the analysis to influence market ayemments. This finding correspond to those
of Barzel (1982); Hobbs and Young (2001); Verhaegad Van Huylenbroeck (2001); te
Velde et al 2006 as the nature of the product as@e opportunistic behaviours of traders. For
example one important criteria of success listedkblanuts farmers is that all products
brought to the group market place must be solds Tiin relation to experiences where
kolanuts traders used quality norms to discard ywedvhen actually farmers’ opinion is that
they lacked enough capital and thus used the gualteria to reduce the quantity they could
buy. Also the difficulty to detect slippery kolasuwhich a is a bad quality trait by
observation results in situation where traderscteg propose lower prices after having
detected one out of a thousand. These difficultiese not observed with njansang as it was
easy to see if the njansang kernels are brokenetirdned by observing. On the other hand
njansang producers emphasised that traders mpsictateir appointment that is they should
not say they will come and later change their miridgs may happen when traders find it
easy to source their produce from relatively maeeasible areas compared to the difficulties
of going through the bad roads and broken bridgat d¢haracterise the njansang production

villages in this study.
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Analysis of results also hints high dependencyrofipcers on buyers they consider the major
ones. This is related to the few numbers of trgder® have capital to buy large volumes
mobilised by the group and the specific locationtled producer villages in less favoured
areas. Such high dependency will push the prodiuoersmmit to the traders because they do
not have alternatives. This may explain why moenthalf of the producers would still want
to continue collaborating with the traders theynittfeed the major ones even if they discover
the traders cheat on them.

Responding to the fifth research question, invastig shows that producers trust traders in
terms of information the traders give them but khthat traders do not care about their
welfare. AFTPs producers’ trust in traders is wgakssociated with their commitment to
continue collaborating with them. This result iffetient from that of Kwon and Suh (2004)
who found a strong and positive relationship betwegast and commitment in supply chain
partners. It must also be noted that this studgakad that trust between producers and traders
received the highest percentage as factors thabtbinder successful market arrangement.

Like Sartorius and Kirsten (2003) it is difficuti assume that trust played a significant role in
reducing transaction cost and in determining sictetween AFTPs producer groups and
traders in Cameroon. The weak association betweshdnd commitment may suggests that
other factors identified in this study like prodigesatisfaction of prices negotiated by the
group, technical support from partner NGOs, finahassistance/advanced payments, reliable
market information, the nature of the roads, distgrnproducers travel to participate in group
sales, the nature of the products (perishabildgpendency, and uncertainty of the transaction
may have more influence in determining successsd lvgere not statistically proven in this

case study and may be a subject for further relsearc

The transaction cost theory recommends the use thiré party under situation of less
frequent and asset specific transactions (Bogerl)200his provides answer to the last
research question of whether traders and farmersgstain active market arrangements in
the AFTPs value chain in Cameroon. The role of tthied party in this case will be to
coordinate access to financial resources for bratets and producers as well as assure
continuous collaboration and to settle dispute betwboth parties. This third party role can
be played by NGOs or government extension senésesell as microfinance institutions

with interest in rural poverty. Shephered (2007)ofsthe opinion that the link between
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producers and traders need to be seen more agn@$sithan a poverty reduction option. The
results of this study opposes this view becauseptier roads and dispersed location of
producers that characterise the transactions wgbse the producers to poverty and under
exploitation of the species if strategies are esetbped to attract traders to go and buy from

such areas.

5.2. Recommendations
To research

In this study group market arrangements were aedlysth a lot of focus on gains producers
can make from the process. But such a system aksdsrthe participation of traders. Though
some information was collected from traders thelyeis failed to look at success factors
from the part of traders, especially as they agedhes to decide to travel to the difficult
production area. That is what can encourage arttadeommit sourcing his produce from a
given producer group located in a less favoured arken they may have other accessible
sources of supply. Also research on traders adgmtias partners who can facilitate group
marketing projects should be encouraged. This carsden in light of promoting public

private partner ships.

Identification of the factors that influence markatrangements was made on qualitative
grounds comparing only two groups and productsilltbe important to extend the study to
involve more products with similar characteristjpsrishable and non perishable species) for
a more quantitative analyses. The results of thidyson factors that influence successful
market arrangements can be used to identify bettedes for success and transaction cost in
group market arrangement for a more quantitativdyaes of why a given farmer or trader
will decide to participate in group market arrangets compared to alternative forms of

exchange.
The results of this study brought out microfinaheigpport as vital elements of success both

on the part of producers and traders. It will b@amtant to investigate how such institutions

can help in facilitating producer groups and tradearket arrangements.
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To policy makers

At the policy level Governments need to put in placojects to increase the competitiveness
of less favoured areas by making them more acdes<iiiher policy options may be to
involve the private sector as partners in ruraletiggment. This can be implemented by
developing appropriate microfinance institutionattisan assist traders who buy from less

favoured areas.

To development workers

These results of this study suggest that for predudo participate in group market
arrangements, the group should be able to negdtigker prices for its members compared
to their normal mode of transaction. Higher prioesy not be enough but members need to be
satisfied with the prices in comparison with effonnade to meet certain group sales
arrangements. Higher prices are expected to metigedducers to increase quantities sold
through the group like in the njansang group. lesé to happen however, group members
should be able to gain appropriate marketing skibargain for better prices as well as have
sources of finance to enable members withhold theduce while waiting for the agreed
market day. Traders are important actors in thexgss and efforts should be developed to
gain their participation by providing micro finaatiservices. In areas which are less
accessible more poverty reduction goals shouldabgeted when traders participation are
expected otherwise they would prefer more competisiupply areas or produce. It is thus a

challenge for development actors to see how symb@edure can be implemented.

To producer and trader groups

Producer groups in less favoured areas as wethders can improve their conditions if they
objectively operate as pressure groups to locakgouwents who are expected to improve
their access to basic livelihood facilities. Instlarea development actors and NGOs can assist
farmers to attain this objective.
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Annexe 1:Producers’ questionnaire

Questionnaire to Kola and Njansang producers

This Questionnaire is designed to collect inforomation factors affecting market arrangements between
producers groups in the Agroforestry sub sectors teaders in Cameroon. The information collected e

used solely for the purpose for which it i€ant.

1. Questionnaire No ------- Ql---------

For how long have you been involved in the cultivaan/ extraction of this product for market purposes? --

--------------------- (no of years) ----------------------- question code

For how long have you been a member of this gr&ofa(or njansang)?

(no of year®jode-MBQ5

Qcode---DUQ4

Are you a member of other organisations (farmerganisations, local village committees, etc) othan this

present group? 0 99= Yes o

If yes for how long ?

How long does it take to travel on foot from yowuke to the sale point:

2. Benefits of group sale activities:

90 = No

(nof years)

-BG1

Qcode —-MOQ6

Qcode—NYQ7

Would you please indicate why you decided to beeanber of this group that deals with join sales of

Kola/njansang?

QcodedQ8

In recent years an increasing number of producarpg are formed to jointly market their producenuAnber of

reasons listed below have been advanced as bewiegitoup sales. Would you please indicate youelle¥
satisfaction or dissatisfaction for each of thesedfits based on your experience with this group3®by
assessing the following statement on a scale fraonsl

1P

Level of satisfaction as member of this grot
1= very dissatisfied; 99= 1 2 3 4 5
3= neither satisfied nor dissatisfied Yes
5 = Very Satisfied. 90=
No
Code
o O lad § Z
3 7 % |72 nl S S
H )]

Benefits e _ ﬁ ﬁ ‘é =Z ) ‘afi 3

B2 @B<| & l|poz o | @ =

B = =h D =h | =h > =h =h =.

P2 P2 | 3288 21 8] S

sold than through the usual channels

personal increases in quantities of productsBGS1

buyers)

Higher prices compared to the usual BGS2
channel
Higher bargaining power (.i.e. agairjst BGS3
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Better access to markets through contactBGS4

with  more traders ( i.e. reduced
information cost)

More respect from traders for mutually BGS5
agreed upon requirements (so lower
monitoring and control costs)

Exclusion of the middleman who buys BGS6

from door to door ( buyam sellam)

Establishment of
with traders

long term relationships BGS7

More accurate information about tk

market

. BGS8

Learn from other farmers about producti
of this species

BGS9
n

o

Change from arbitrary ( cup for njansal
and counting for kiolanuts ) to mo
standardised measuring units ( kg)

ngBGS10
e

Learn from other farmers how to market

BGS11

Financial support from partner NGOs
secure produce while waiting for groy
sales

toBGS12
ip

Advanced payments form traders to sec
produce

ureGS13

Technical support from partner NGOsBGS14
related to issues on production , storage

and processing

Technical support from parther NGOs

bNBGS15

issues related to marketing

Based on your experience do yoBGS16

agree or disagree that the benefits of 2 = %é > - 22 o
selling as a group are higher then gé & & = & gé =
the cost e @ 232 & 3% S5

3. Transaction cost incurred during group sales:

What was your usual source of information on prixed other market information before joining this

group? Qecode: TC1

other farmers in the village
NGO

other traders

news paper

personal visits

radio

ogkwnNE

What is your opinion on the statement that:

Through joining the group getting
information on markets has become

TC2

1

O

Much
difficult

2

O
Difficult

3
(|

Same

4
O

Easier

O
no
opinion

O
Much
easier
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Rate form 1 to 5 if you disagree or agree withftllewing statements comparing transaction through

the group and transactions through your usual alann

1 2 3 4 5
Code - 0
:
B Q z
- - <
& % AR ol I 3
82| &|88 | & & S
3<| 883 3| % S
Selling in a group yospend more time to TC3
negotiate and organisesales than through the
normal channel
Selling in a group requiresdditional effort TC4
(in time and resources) to searclifor traders
Selling in a group requirexdditional effort TC4x
(in time and resources) to searcifor
market information compared to the usual
mode of sale
o _ 1 2 3 4 5
How satisfied are you with the mode | I]f . ErL | | a O
; Not Satisfie Neither  Generally Very no
and Speed of payment In group sales Code satisfied satisfie  satisfied satisfied  opinion
compared to the normal channel at all d nor
TCS dissatis
fied
How do you compare rejection ratesTC6 E‘ é é‘ j E‘ .
linked to quality during group sales Much  Lower Same 0 Much no
to that obtained during habitual lower Higher high opinion
transactions?
4. Mutual Dependence
Think of the group of traders with whom your group has been collaborating
1 2 3 4 5
To what extent do you agree or disagree with Code - ¢
the following statements @ 5
- 3| z
Q9 2 |2 g —_ :. o
n = (%] 0 = n
ggl &|es | & &| =
8| 8/838 | 8| 3| 8
This group of traders is important to us if we MD1
are to continue group sales
Our producer group is important to this groupMD2

of traders

Now think generally and respond to these questiondsed ob your experience with this group:
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In general how difficult or easy it is td MD3 1 2 3 4
find new buyers who can purchase u 0 Ll 4 u O
. - Very Difficult Neither [ Very no
quantities mobilised by your group difficult easy not Easy easy opinion
difficult
It general how difficult or easy it is to MD4
establish a relation ship of trust with a
new buyer
Which of the following do you consider psoblems that may stop you from changing from an a to a new
buyer or group of buyers that can buy from yourngro
1 2 3 4
i i ] O O O O O O
The . dlﬁ.ICUIty to . establish MDP1 Not a Minor A Relatively A major no
rEIanonSh'p of trust with a new buyer problem problem problem significant problem  opinion
problem
The difficulty to find new buyers
Y Y MDP2
The fear that new buyers will pay less
Y bay MDP3
The fear that the nature of the roadg
and the bridges will distract new MDP4
buyers
Door to door buyers from our zone MDP5
may prevent new buyers from entering
into this village
Again think of the group of traders with whom your group has been collaborating
1 2 3 4 5
To what extend do you agree or disagree with the Code -
following statements related to your . o
commitments with the traders with whom you ;;' 5 >
have had group sales — - = = o
o 0 2 23 — e o
8o | 2|83 2 [ 3 2
&g | &|88 | ¢ & 2
3| 8/83 | 8| 8| 8
5. Commitment:
Even if other traders are available we will
prefer to remain with the ones we started
working with because we like being CM1

associated with them

We want to remain members of the traders
sources of supply ( that is the group from
which traders can buy) because we genuir
enjoy our relationship with them:

elycm2

Our negative feeling towards this group of
traders is a major reason we want to stop
working with them

CM3

Despite the fact that these traders cheat on @14

we will want to continue collaborating with
them
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6. TRUST

To what extent do you agree with the following

statements about the trust you have for traders

with whom you have had market arrangements:

Code

1
O
|
strongl
y
disagre
e

2

O
|
disa
gree

3

O
Neither

4
O

Gene

agree nor rally

disagree

agree

5
O
Stron
gly
agree

no
opinion

Honesty:They information the traders give us
about prices and quantities in urban markets
sometimes turn to be false

TR1

Honesty:The advice they give us on quality
and grading issues are useful and they do
honestly

TR2

Perceived reliability: When we make market
arrangements with traders we are sometimes
afraid they may not have enough capital to buy
the huge quantity gathered by the group

TR3

BenevolenceTraders will act and negotiate fairl
even if the possibilities of exploitation exist:

y TR4

BenevolenceWNhen we share our problems
(difficulties of processing the products) with the
traders they tend to understand us

TRS

BenevolenceWhen taking important decisions
like prices we think that the traders care about
welfare (happiness, benefits, interest)

TR6

ou

Flexibility: When prices rise in the markets
traders are flexible to change (increase) their
buying prices

TRY

Flexibility: We prefer agreements that give way
for adjustment in case prices rise or fall in the
markets

TR8

7. Product specificity

The traders who buy from our group have som
specific quality requirements we must meet as
group which otherwise wouldn’t have been the
case when selling individually

e PS1

We spent more time to process this product
(cracking of njansang and storage for kola nutg
to meet the requirements of traders compared
the normal channel

PS2

[0

Members of this group have spent considerabl
time to be trainedto handle this product to suit
the requirements of traders

> PS3

8. Site specificity

SP
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The traders with whom we had group sales mak§P1
tremendous efforts to come and buy in this village

The nature of the roads and bridges complicate SP2

our negotiation with traders and put us on the
losing side

The fact that we gather the produce on one sp
gives us advantage during negotiation and

ISP3

bargaining with traders compared to when we sell

individually

Transporting the produce to the agreed place af SP4

transaction is a major problem limiting group
sales:

9. Production uncertainty:

We know that production depends on weather conwditiblowever asses the following statements retated
production uncertainty as well as those relategrie fluctuation and quality of the product basedyour

experience in dealing with this product

How easy or difficult it is for youto | PU1 E‘ é‘ E‘ 21 E‘ .
determine the quapﬂty you can supply Very Dificult Nefther O Very v
for any group sale: difficult easy not Easy easy opinion
difficult
- . PU2 1 2 3 4 5
How easy or difficult it is for you to n n n 4 n n
determine the quality of this product Very Difficult Neither O Very no
by observing difficult easy not Easy easy opinion
difficult
PU3 1 2 3 4 5
How do you consider the level at \Ery ﬂucEating ne‘%‘her stabI:I|e vle]r |n:c|)
which the prices of this product fluctuating fluctuati Stab)lle opinion
fluctuate ng nor
stabe
10. For who long can you store this product witHoss in quality: QcodeST1
11. Other questions related to site specificity Qcode----

With regards to the place of transaction, whergalothink it will be more appropriate to meet withders for
group sales? Choose one and give reasons foayswer:

a) In the village

OSP1
b) In a possible market outlet
OSP2
c¢) Urban market
OSP3

11. According to you which of the following factdmgder successful market arrangements and colgibar
amongst producer groups and traders. For eachvglues from 1 to 5 to show the intensity of thelpbeon.

1 does not hinder 5. Hinders a lot

1 2
a) The nature of the Code O N
roads and bridges Does not
FHSM1 hinder

Os

5
(|

Hinders a lot

O
no
opinion
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1 2 3 4 5
b) Trust between FHSM2 O O O O - O
farmers and traders Does not Hinders a lot no
hinder opinion
1 2 3 4 5
c) Trust between FHSM2 O O O O - O
farmers within the Dﬁﬁzgff Hinders a lot op?n(:on
group
c) Cheating by using| FHSM3 1 2 3 4 >
: , O O O O O a
fake measuring units Does not Hinders a lot no
by traders hinder opinion
1 2 3 4 5
d) High Perishabiliy | FHSM4 | 5 & O O O O
of the products Dﬁ-ei not Hinders a lot no
inder opinion
e. Difficulty to predictf FHSM5 L 2 3 4 5
. . O O O O O a
if harvest will be goog Does not Hinders a lot no
or bad hinder opinion
1 2 3 4 5
f) Small quantities FHSM6 O O O O O O
produced by farmers Dr:)_ez not Hinders a lot no
Inaer opinion
g) Difficulty in FHSM7 1 2 3 4 5
; O O O O O O
cracking, storage Does not Hinders a lot no
peeling ,packaging hinder opinion
g) Farmers do not FHSMS8 1 2 3 4 5
respect their Dolejs not . = = Hindgs alot In:c|)
engalgemen_ts (tjo hinder opinion
supply require
quantities
h) Lack of FHSM9 1 2 E 4 >
e O O O O O a
organisation from the Does not Hinders a lot no
part of traders hinder opinion
i) Lack of pre - FHSM10 1 2 3 4 5
financing to enable b u O O O [ 0
oes not Hinders a lot no
producers hold the hinder opinion

product until the
agreed market day

12. What is your opinion on the statement conceytiaders coming together as group?

When traders come
together in groups the
agree to offer lower
prices:

Code

OTG1

1

O
| strongly
disagree

2
(|

| disagree

3

O
Neither
agree
disagree

noi

4
O

| agree

5
(|

| strongly agree

O
no
opinion

Do you think traders need to be organised in agtowuy from an organised group like yours? Qdod&2--

099 = Yes 090 = No
If yes give reasons for your answer OTG3
If no give reasons for your answer OTG4----
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What will you consider a successful market arrargygrbetween a farmer group and traders and orrgade
group ? SMA

rwN R

13. Perception of formal Contracts

Would you be interested in signing a formal or teritcontract with buyers? Qcod&FC1
099 =Yes 090 = No

Have you ever had financial or product losses dugmoup sale because the buyer did not respect his

engagementsPFC2
99 Yes 90. No

If yes how can you estimate the losses in quagtitie-------------------- Qcode PFC3

Do you think it is possible to enforce a contracaangement between your group and the buyessighra

court? Qcodé?FC4

yes without problem

Only with much effort

No contracts cannot be enforced through the court
| don’t know

PwNPE

What would be the amount of losses in CFA whichgtmip cannot bear and for which you will wantaket
the buyer to court? PFC5

14. General information

How much of this produce did you harvest last patidnm season? Qcode Gl-----------mmmmmeemnen

Season 2008 Il Season 2007 Gl2

Where did you harvest it --=--=========mmmmmm o oo e oo Qcode—6I3

Is it possible to harvest from somebody else’s farm 99. Yes 90. No Qcode------
Gl4

Give reasons for your answer Qcode------- GI5

After the harvest how much was lost to weevilsémtd/moulds Qcode--GI6

How did you sell this product? 1. Group sales  Other means: Qcodes 17
What price did you get for this produce -------—-—-- Qcode---618
What quantity of produce did you sell during thst lgroup sale?------ Qcode--G19

What is the highest quantity you ever sold throtighgroup? ----- Qcode----G110
What is the minimum quantity you sold through theup? --------- Qcode------ Gl11
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What is the highest quantity you sold through ottif@nnels? In a given production year --Qcode=H.2

Do you or your group have plans to do any investrt@improve the production of this specie or immo

cooperation with other farmers or improve cooperatiith traders? QcodeGl13
99. Yes 90. No
If yes what kind of plans do you have? (Multiptsponses possib)le Qcode---Gl14

1. Increase the number of trees on farm

2. Enlarge the farmland possible by buying more land

3. Increase output by buying a machine (mention  thia group or individual effort)

4. Improve storage (mention if its is a group or indival effort)

5. Improve processing technique (mention if it is augr or individual effort)

6. Improve relationship with the buyer for examplentcact)

Ao 11 1= £
What iS your age? ----------==-mmmmm oo Qcode---6115
Sex? 99. Male 90. Female
At what stage did you stop school? Qcod&tt6
1. Have not been to school 2.Primary education 3. FSLC/CEPE
4. Secondary education 5. High school 6.Unityeesducation

7. University degree

Please rate the skills of the team that negotidtegbrices for the products during the last graalpss

Code 1 2 3 4 5
[l O O O [l [l
Very Low Low average High Very high no opinion

Thank you for your cooperation. We do believe gfatr contribution will help is very much
in our research.
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