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Market structures in developing countries arc of interest for a number 
of reasons. Apart from the possibility that market structure may have an 
important impact on the rate of economic growth-a possibility that will 
not be explored here-market structure is of interest because it clearly 
affects the distribution of income, a subject that is increasingly of interest 
among those working on the problems of developing countries. It is also 
of interest because economic theory has its widest applications when per­
fect competition can be assumed. In fact, in absence of evidence to the 
contrary, something close to perfect competition is nearly always assumed 
by planners in developing countries. 

The literature on market structures in developing countries-which are 
here defined to exclude Communist-bloc countries-is relatively thin, un­
usually widely scattered, and so far has resulted in few insights as to the 
impact of market structure on the pace and character of economic devel­
opment. 

The purpose of this paper is to review some of the more important 
contributions to this embryonic literature, to present theoretical argu­
ments concerving the type of market structures we should expect during 
early phases of economic development; and to report some relevant 
empirical evidence for the agricultural sector in some of the countries of 
Africa and Latin America-the developing areas best known to the author. 

THE LITERATURE 
There is little agreement in the literature on the nature of market 

structures in developing countries. At one pole many studies suggest atom­
istic competition, or something close to it, as typical of entire sectors of 

,his is part of a larger study of monopoly power in developing countries that 
the author has under way for the International Development Research Center,
Indiana University. Much of the data reported here were collected dunng trips to 
Africa (1965) and Latin America (1969) under grants from the Social Science Re­
search Council and the Midwest Universities Consortium for International Activities, 
respectively. Opinions expressed are, of course, solely the author's. 
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developing economics generally. For example, tile view that the agricil­
tural sector of developing countries is typically extremely competitive is 
advanced by Edhard S. Masoi when, in contrasting concentration of 
economic power in the United States ain( Britain with less developed
countries such a,, India and IakiPtan, he says "i India and Pakistan ...
 
where half to two-thirds of the national income eofies Irom, and three­
quarters to four-fi fthis of the Iabor for(-,, isemiploved ii, agriculture,
general concentrytion is low. But we may le sure that, ais tl,,c conntries 
industrialize, general concentration will increase ' Ben Ihggis goes even 
further insaying that "nothing approaches the purely competitive ideal 
more closely than peasant agriculture" if de'velping countries, afnd he 
takes the view that in Indonesia and the Philippines, at I'ast, it bas berin 
"the monopolized industrial sector that Cxpahded, not the tompetitive
 
iural sector." 2 Visions of a competitive rural sector are also conjured lp

when Kelly Ilarrison -.ys "atofistic comletltio ispresent in most
 
aspects of commodity production and marketing in develfping natiolis." 3
 

Other contributors near the cofmpetitive pole cover a narrower geo­
graphic 
 scope but sifilarly maintain that ,ofiithiing close to atomistic
 
competition is characteristic of major sectors, commoities, 
or markets
 
in Latin America, generally, the Philippines, India, Java, Thailand, Viet­
nam, Uganda, Nigeria, Ghana, Sierra Leone, Guatemala, Ilaiti, and Ja­
maica. Extreme competition is reported for the agricultural sector of
 
Latin America generally by Mifntz; 4 
 for rice and maize, both dietary
 
staples, in the Philippines by Ruttan; 5 for rice in Thailand and Vietnam
 

1Edward S. Mason, Economic Concentrationand the Alonopoly Program (Cam­
bridge, Mass., 1959), p. 39.
 

2 Benjamin Higgins, "Discussion of Arnold C Harberger, 'Using the Resources at 
Hand More Effectively,' " American Economic Review, vol. XLIX, No. 2 (May,
1959), p. 170. 

3 Kelly Harrison, "Market Coordination in Economic Development," Ag Econ.
Misc. 1967-2 (mimeo., Department of Agricultural Econormics, Michigan State Uni. 
versity, 1967), p. 2. 

4 Sidney W. Mintz, "Peasant Market Places and Economic Development in Latin
America," in Reed Moyer and Stanley C Ilollander (eds.), Markets and Marketing
in Developing Economies (lomewood, II., 1968), p. 179 

5Vernon W. Ruttan, "Agricultural Product and Factor inMarkets Southeast 
Asia," in Kurt R. Anschel, et al. (eds.), Agricultural Cooperatives in Developing
Countries (New York, 1969), p. 90. 
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by Usher and Shepherd; 6 for basic cereals in India by Lele and Mcllor; 7 

for agricultural commodities generally in one area of Java by Dewey; 8 

for all major dietary staples in Uganda, western Nigeria, an(d Sierra Leone 
by Martin, Thodey, and Mutti, et al.; 9 for agricultural commodities gen­
erally in Nigeria, Ghana, Jamaica, and one area of Guatemala by Ansehel, 
La Anyane, Bauer, Katzin, and Tax. 10 

Peter Bauer's West African Trade,11 based mainly on Nigeria and 
Ghana, and Sol Tax's Penny Capitalism, 12 based on a single Guatemalan 
village, are the best known of studies depicting traditional economic 
systems as ones in which economic conditions are such that something 
close to atomistic competition prevails, and both of these studies seem 
clearly to have had an influence on those contributing to this segment of 
market structure literature. 

At the other pole are numerous studies characterizing all developing 
economies as ones in which imperfect competition prevails. Among those 
taking this position are Solomon, Mueller, Mason, Myint, Raup, and 
Myrdal. Morton R. Solomon argued in 1948 that except in manufacturing 

6 Dan Usher, "The Thai Rice Trade," in T. If. Silcock (ed.), Thailand, Social and 
Economic Studies in Development (Durham, North Carolina, 1967), pp. 222-223; 
and Geoffrey Shepherd, citid in Ruttan, op. cit., p 90. 

7Uma J. Lele, "Market Integration- A Study of Sorghum Prices in Western 
India," Journal of Farm Eonomici, vol XLIV, No. I, Part 1 (Feb., 1967), pp. 147­
159; and John W. Mellor, "Agricultural Product and Input Markets in South Asian 
Smallholder Agriculture," in Kurt R Anschel, et al (eds ), Agricultural Coopera­
tivev in Developing Countries (New York, 1969), p 112. 

8 Alice G. Dewey, Peasant 1farketingin Java (New York, 1962), pp. 82-85. 
9Anne Martin, The Marketing of Minor Crops in Uganda (London Great Britain,

Dept. of Tech. Cooperation, Overseas Research Publication No. 1, 1963), pp. 20 and 
23; Alan R. Thodey, Marketing ofStaple Foods in Western Nigeria, vol. III (Washing­
ton, D.C USAID, 1968), pp XI-36, and R J. Mutti, et al., AlarketingStaple Food 
Crops in Sierra Leone (Washington, D.C . USAID, 1968), pp 378-379. 

10 Kurt R. Anschel, "Agricultural Marketing in the Former British West Africa,"
in Kurt R. Ansehel, et al. (eds.), Agricultural Cooperatives in Developing Countries 
(New York, 1969), p 152; S La Anyane, "Agriculture in the General Economy,"
in J. 1B.Wills (ed.), Agriculture and Land Use in Ghana (Oxford, 1962), pp. 194-195;
P. T. Bauer, West African Trade: A Study of Competition, Oligopoly, and Mono. 
poly in a Changing Economy (Cambridge, England, 1954), p. 391; Margaret Katzin,
"The Business of Higglering in Jamaica," Social and Economic Studies, vol. IX 
(Sept., 1960), p. 328; and Sol Tax, Penny Capitalism (Chicago, 1953), p. 15. 

"Op. cit. 
120p. cit. 
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there are generally more market imperfections in developing than devel­
oped countries. 13 Probably the mo ' carvfully done arti'le on the ,ubject
is one by Willard F. Mueller about a decade later in wich he argued that 
the conditions of developiig econoilies resuilt it .o m h buyecr attaclh­
ment and other type, of product differentiation Ihat anIthing inore (ont­
petitive than monopolistic competition i, unlike. I1,, aio reviewed 
several bits of re 'vant emnpirical evidence t%,,dab at tha tine 1t Edward 
Mason, in a recent e.,,a in honor ol Chamberlin, Ias colie around to y­
ing market imperfection.s are lharacteri..ti of both the indiitrial s.ector 
and wdhat he calls the "traditional" sector which would ,ipear to overlap 
the agricultural tearlier cliara cterTi/d a,eclor he coii'tpite ,in di-elo ng 
contries, but ite pre.. nt, inicther arginii.'it, nor ci denc'e to support this 
position 15 Sinlar vi,'w, hwave been expre.,,ed in re ('nt ' ar-b Ilyla
Myint,16 Philip Hanti 17 and Guniar Myrdal, 18, nonew of wloinl attempt 
to buttress their asert ion with evi(dIe ce. 

)thers make the roane ase.essiierit for imajor .ector, of dveloping 
ceononl;, ge('erall) , foi ,atiln Amileri ca a, a %ihohl, or for ilajor (oit­
modity groups in pa, ticular colntri es (or groiups of coilut ries) - for Chihe, 
Peru, Brazil, West ,\lric,, Kenya, Tiizania, Uganda, India, Malaya, and 
the Phihppines.19 

13 Morton I. S'ornol, '"The Structure o,' the Market in Jnderdeveloped Coun­
tries," Quarterly Journal o.,Ei onomics, vol. 62 (August, 1948) 

14 Willard F. Moeller, "Somc Market Structure Considerations ti Economic Devel. 
opment,"Journal of larm Economic., vol XLl, No 2 (May, 1959) 

15 Edward S Mtason, "Monopolistic Competition and the Growth Process in Less
Developed Countlieq Cianberlin and the Sehiumpeterian )imension," ti Robert E

Kuenne (ed.), Monopohtic Competition Theory: Studies in Impact (New York,
 
1967), p 79.
 

16 Hyla Myint, "An Interpretation of Economic llackwardness," Oxford Eco­
nomic Papers,vol. Vi, No. 2 (June, 1954) 

17Philip M. Raup, "Land Reform and Agricultural Development," in llerman M.
Southworth and Bruce F. Johnson (eds ), Agricultural Development and Economic 
Growth (Ithaca, New York, 1967), p. 282. 

18 Gunnar Myrdal, Asian Drama: An Inquiry into the Poverty of Nations (New 
York, 1968), p 1887. 

19 Se" Thomas Balogh, "Economic Policy and the Price System," Ecoiomie Bul
letin for Latin America, vol. VI, No. I (United Nations, March, 1961), p. 44, J C 
Abbott, et al., Marketing: Its Role in Increasing Productivity, FAO Freedom from 
Hunger Campaign, Basic Study No. 4 (Rome, 1962), p 63. Alfred P 'lhorne,
"Monopoly-Oligopoly-E(onomic Development," Cartel, vol 10, No. 2 (April,
1960), pp. 58-62, Peter ). Bennett, "The Role of the Government in the Promotion 
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The greatest differences i, iopinion ;cciito concern ihe agricultural 
sector. Somei. of' those wh) see alnabundance (of restrictions to competi­
lion include the agrictilural sector in their generaization,, but none of 
those who talk of ato istic Competition claimt it ischaracteristic of the 
industrial sector '[here seein, to alibeconsensus that developing countries 
everywhere, in ltheir effort to industrialize rapidly, provide enough pro­
tection to iih.strial firms that there is no reason to expect much coin­
puetition inthis sct'tor. 

Clearl nmary of thcse generalizations abhout entire countries and larger 
grouilllg',--evcl! for sectors within these econoriies-go too far. Market 
structures may vary greatly within any tc'Ooiy fron one commodity to 
Ianother, or from market to market for tie sine commodity, as a few­
lnrt c'urio..l. only a few-of the contrintors to tii' literature note. Where 
riarket structurres (io vary, generalizations ideally should be generated by 
first identifying structures for all the major comnmodities and then devising 
,i average in whlic comnlodrtes are given weights that reflect their rela­
tlv e.iportan. ii atta.ning sorie goal, or group of goals, that have been 
,et Ior the ec') n1y. )ata and manrpower prolemis of dcveloping colni­
tries, h(ievr, are uclh that It wold bc minrealist, to expect Coinprehen­
sive empirical indicators of tis irt for "cine tile to corre. 

Ilamirg .r abundacev of .tatitics requires much ilore national afflu­
,'rrcc than is claracteri-tic cif devehoping countries Budgets are tight and 

of Efrrernc, in IheRetail \larke ing, of Food Product, i Greater Santrago, Chile," 
(rinpu blihed Pl I) di,,ertaion, lhnvr~rly of Texas, 1965), pp. 82-106, Ricardo 
lhago', La Inditriaen 'hde: Ie(edentev FitruetaIraII(Sainiago, 1966), pp 5,58,Int 

arnd 59. Geoffrey Sheplherd ard Dale Irrish, The Ecnnonitcand Legal Aspects of 
Price Control% ir Pervian Igriculture (Lunia, Peru, I1SAID, 1967), p. 59, Marvin P. 
Mircile. 'TRc'raint to Enrlre prc'riecr'ir hp-i ri d ild West Afrrca Compared," paper
for the Amcrican Association for Ihe dvalc'nlcnlt of Senerce, )eeeiber ineetngs, 
1967, pp 13-14. in( "Market Strrc i on iodity Trade and Capital Accumu­
lationil West Africa," inReed Moyer .ncoStanley C. Iollander (ed' ), Markett and 
VIaretig ir Developing Fcononre (lomewood, Ill , 1968), pp 214-220, Vaiice Q. 
Alvis and Peter E 'rerc, Marketing Selected Staple Foodstuff, in Kenya (West
Virginia LJinversll, Dept Agri Economics and Office of International Programs, 
IP-25, 1968), ppr 299-300, II C. G. Hawkins, Wholevahc and Retail Trade in Tan­
ganyika (New York, 1965), pp. 139-140, FAO, Report to the Government of 
Uganda on Mareting in Uganda, FAO Report No. 998, based on the work ofI"cth 

J. A. Crutehfield (Roine, 1959), pp 41-54, Joe S Barn, International Differences in 
Industrial Structure (New Haven, ('mrncctecut, 1966), pp. 119-120, 134-155, Clifton 
R. Wharton, "Markchng, Merchandising and Moneylending. A Note on Middlemen 
Monopsony in Malaya," Mlala)an Economic Review, vol. VII, No. 2 (October, 1962), 
pp. 22-44, and Ifugh 1, Cook, "Market Structures and Economic Development in 
the Philippines," Journal of Farm Economics, vol XII, No. 5 (December, 1959), 
pp. 500-518. 

[37] 



trained nipiiiower oI the sort needed lr collecting statistics i paiifily 
scarce, relative to gtr ernnenal requirements. In.hdequacN of the plhy ical 
in'ra,truLi tlre --poor 1 llninati NtIdnrisportation and O1i(t ll n iietworks-- al 
contributes to the difficultN of collectiiig goold data. Elcept for a few 
iiManiufacturing industries , nio-t dcounlti Coriiries d, lo collect statis­
tics on the iuiiilier of sellers of evern lilajor ( itinohitie.., dld where suicl 
estiaiites are, a a<iilh, tlhere i-II iuiallN no trutworthv dlati tin the market 
shIiares of seller. that are lenrtnifled. And, niot ornly is little at teniplt iade 
to collect informationi on iarket iares, hut %kliendata of Ihns sirt ,ire 
collclved, tax consid era tioli inlke it telipting for the fir in and indi­
vidual nivoled delihberately to ini.re irenti their ectinroic activities, 
lilreore.sen tat tooits thit can he inaile with little fecar of heing caught if for 
li)o oither reas.oi thaiin lecaus there i rarely eiiuglh tatiti.il data to run 
Ct)ciitive cliet'k ,. 

Thus the eiedn'ce needled to deteriin'' with any precision what market 
,,tructure ire in developing countrie is not now a aiLabhe and may not be 

for Nars. Gan we say anytlhing meaningful about market structures in 
these (o)untr i, while %N'are waitirig for enipircal evid ence It) acciaiiiu :it.e? 
The writer would vigorouhiv argue that we cainl--that A theiniliicaIl data 
%serenow availaIlahe (or could he qinckl lrodcedii l)), a crash prtigrain of 
researc h) wet would lind iatonil ltit'opi ition relatively uniniortant-at 
!east for t)olntric; in early phases of developmliit --iCOiipared witi various 
fori, of iiperfect coi petition, aind tk t even in the agricil tural sector 
ilotantiaI deviatitoins fron the toimlpetitive niodel are ciolil)i . 

Tht- basis for this position is evidence oin market conduct-to be dis­
cussed presently-and the fact that capital markets iltdeveloping countries 
are sc. emiryonic, or so) imperfectly compctitive, thiat they are commonly 
an enormous harrier to market entry. This is a relationship that has bcen 
largely ignored. Ecolnomist,, interested in market structuire have been pre­
occupied with Western eceonomi s in which capital has long been relatively 
abundant aind calital markets typically work well. Therefore, as the liter­
ature on industrial orgiiization developed, it was corrtctl) argued that 
capital and capital markets %sere not an important ol)staclh to market 
entry, and therefore capital was riot an imniportait variable in explaining 

,patterns of coipetition in the e lOioinis he irmajority of econoiiists were 
interested in. The special conditiori. of developing countries relevant to 
analysis of their market structuires have not been full) reflected in the 
market structure analysis that has been done to date.20 

20 Bauer mentions capital markets as an important variable in his discussion of 
market structure in the foreign enclave of Nigeria anti Ghana but then overlooks it 
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CAPITAL MARKETS AS A BARRIER TO ENTRYIN TROPICAL AFRICA AND LATIN AMERICA 
Given conditions commonly found in early phases of developinent,imperfections in capital and product market, are mutually reinforcing,leading -oa high degree of concenltration of ecooiimc power in most, orallgoods and service, requiring significant aniounts of capital in produc­

tion or distribution. 
Some of the chara eteritics of Latin American ami(i tropical Africaneconomic. differ considerably, but to a large extent these two bets ofeconomjie have the following ii common. (1)capital is extremely scarceand most peopie canrnot get hias from the fi nancial institutions available;most of the population have a low level of income, little savings, and donot participate in any banking systeim or other effective institution forconsolidating ,,avlmigs,21 (2) the bulk of the population has no access to 

%hen he later analyves other sectors of the same economics (op. cit., and "Concen­tration in Tropical Trade Some Aspects and Implications of Oligopoly," Economic a ,vol XX INovember, 19531)Mason does list "absence of an effective capital market" along with three otherfactors leading to restriction of competition in what lie calls the "traditional"of developing economies, but sectorlie provides no discussionlistic Competition oi this point ("Monopo­. " p 93 ) Solomon indeveloping ounltries the monopoly 
a much earlier article argued that in power of wholesaler,,,sellers he discusses, can 

one of five categories ofbe traced primarily to the scarcity of capital, but lie did notdiscuss availability of capital as an explanatory variable forgories of sellers listed (op. cit.) 
any of the other cate-Thorne says that in Latin America "there iscompeti­tion in those manufacturiug industries that require relatively little capital" but doesnot explicitly mention capital in discuissng oilier industries (op. cit.) 

21Although there is 
population. 

a banking system, it is not used by the great majority of thelanks rarely have branch offices outside a handful of major cities, andthose available are commonly used only by a minute fraction of the populationbecause of ignorance and distrust. (See Charles Nesbit, "Interest Rates and ImperfectCompetition in the Informal Credit Market of Rural Chile," Economic Development
and Cultural Change, vol. 
 16, No. 1 [October 19671, and Miracle, "Market Struc­
ture . ," p. 212.)
Post offices are much more accessible to the bulk of the population than banks,
but even so only a very small proportion of the populatiom in most developing coun.
tries
seem to maintain postal savings accounts.The most widely reported informal institutions that are potentially a vehicle forconsolidating savings are what might be called mutual fund-raising arrangements orrotating credit associations, known as vusu in parts of Ghana and Trinidad,in western Nigeria, as chilemba in Zambia, 

as esusU 
"throwing a box" in Guyana and as san in the Dominican Republc,as "partners" in Jamaica as 
"The Comparative (See Shirley Ardener,Study of Rotating Credit Associations," Journal of the RoyalAnthropological Institute, vol. 94 [July, 19641, pp. 201-207; William R. Bascom, 
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international capital niarkets; 22 (3) for most goods and services there is 
little effective competition front foreign sellers for a variety of reasons, 
the most important of which are transportation costs, tariffs, and siimilar 

"The Esusu A Credit Institution of the Yornba," Journal of the Royal 4lnthro­
pological Inttitute, vol. 132 119521, )ouglas. G. Norvcll and James S Wehrl), 
"A Rotating Credit Association in the Dominican Republic," Caribbean Studiev, 
vol. 9, No I [April, 19691, pp 15-52, Raymond T Smith, "Ethnic l)ifference and 
Peasant Economy in British (uiana," in Ravmond Firth and 1BS. Yaney [eds 1, 
Capital, Saving and Credit in Peavant Societies [Chicago, 19641, p 315, arid Margaret 
Katzin, "The Jamaican Country Ihggler," Social and Economic Studie,, vol VIII 
[December, 1959], pp. 436-410 ) Such institutions vary greatly in detail but have 
in common the following A group of participants agree thai at a regular interval 
(frequently once a week or once a month) they will each deposit an agreed amount 
with the head, or perhaps treasurer, of the group Every time a collection is made 
one of the group gets the sumi collected and can Lise as much of it as lie sees fit This 
procedure is followed each time period until all the members have had a turn to re­
ceive what would be called the "pot" in poker parlance. 

Members of these fund-raising groups often spend a good deal of tine injoint 
amusement when they meet to make deposits arid determiie whose turn it is to get 
the "pot " hi sone areas a member who gets the "pot" is expected to spend some 
of it buying food or dnnk or otherwise entertaining the rest of the group, but at 
present data on the sie of such obligation- or how they vary from area to area are 
not available, and it is impossible to deternine how much larger savings are i total, 
and how much more concentrated they are, tha would be tie- case if such schemes 
did not exist, bii: in descriptions of these institutions given to the at thor by those 
participating in thein leavy stress has alwa)s been placed on tlie difficultv of gelting 
together a group with sufficient mutual trust to risk inore than petty aniounts Nor 
do se know much about how -omnuo n mschemeines are Thev are fairly widely re­
ported among sellers' associations and among civil servants ti tropical \frca hut are 
infrequently mentioned i Latin America (See Ardener, op. tit., Norell andand 
Wehrly, op. cit.) 

2 2 Private banks will not lend to most of the population because they consider 
the risk and adin iustrative costs too high. Tihey will often lend to unmigrant busi­
nessmen-commonly Levantnes imboth tropical Africa and Latill Alerica-who in 
turn may lend to the local population, -oine of whom may reloan funds they get. 
There appears to tie a clear hierarchy of risk, the imuigrant businessmnan usually 
lives closer to a portion of the population thau tire hankers and often knows some 
of time population in the community where lie lives much be'tter than bankers, hence 
can lend with less nsk and administrative costs same usuallyAt tile tune, there are 
non-immigrant moneylenders inaimy community who know some or all potential 
borrowers better than the immigrant businessmen arid can lend to some or all of 
the same clientele with still lower risks 

Thus, because any infusion of capital from other money narkets must pass 
through tire hands of present holders of monopoly power it is likely to have little 
effect in reducing existing barriers to entry. 

Governmental banks or lending agencies are a potential threat to those who con­
trol available capital, but so far attempts to establish such institutions have been 
largely unsuccessful. Another potential threat is producers of export commodities 
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protection; (4) there are no effect;ve legal curbs to restriction of compe­
tition and lit tIe or no stigma attached to participating in collusive arrange­
mInts;23 (5) there are no eff'ctive consumer organizations to combat 
monopoly1)power; and (6) governmental efforts do riot result fii sigmfi­
cant redistributiono' ilco re. 24 

In ari eeolnoilily vwitI these coinditions where there are neither legal nor 
soeial -anctions againit collusion it is easy to extend monopoly poiwer by 
strategic us( of' sulirnormal profits. Those who gain monopoly power (call 
force transfer of some of' tile ,avigs frim the ret of t he population it) 
themselv(es and tbus get a disproport ionate .share of availal hloanable 
fuInds, Vhich in turn (an be uised to e\tend existtig monopoly power in 
several wa. s. 

The larger tlie p)ercetiage of total ,aving a given seller-or group of 
sellers acting i conert-ean (e\trat from the hulk of the population via 
supernormal profits, tlie greateir thlieir I11ono olN power in tlie ca pital mar­
k it. If individuals or groups holhIig mionopoly )oweri n produc(t markets 
acc ullat e ernough sdvilgs to gain monopoly p)ow er in tile (api tal market, 
tirv therebN Increiaese tiel Iiarrier,, to entry genirally in the loana)le fiunds 
market in wliih they o)rate. 'l'heir aluiblty to earn suleirnormdl profit, 

%01ho conceivably might save enough to offer inonylender, t)stanhial comnpetition. 
llo ese,r, ,i large proportion of export eoiimodhit, are often controllhd b) foreign 
firms or ie large domestic producers who eomiuonly have vested inlerests in keep-
Ing barriers to entri in the dorneqti capital market high Esen agricultural exports 
produced iv ruall-scale farmers oft1n do riot ignificaniv llter the natire of capdial 
markets A major reason for this in areas of both continents %|here the atilhor has 
done fiell iork weeins to be tie exercise of nonopol) power by cash crop buyers­
even where a statilory inarketig board is ui olvcd at sonic point in tlie marketiig 
chain-%[II Ihe effect that existing holders of monopoly power manage to receive a 
large proportion of income generated b production of cash crops 

23(Of the imore than sixty countries of tropical Africa or Lahn America only one­
Clle-has anl anti-Iionolpoly legislation, and most seem to have never consilercd 
adopting it lelonging to soeic sort of collusive arrigennnit is all ambition often 
voiced by sellers interviewed by the author. 

2 4Shortage of trained manpower alone suffices to prevent effective enforcement 
of a progressive income tax or any other measure which requires detailed information 
on the econonic activity of specific individuals '['lere is some redistribution of mi­
come indrcctl, through subsidization, for example, through provision of certain 
free health services, various forms of subsidized transportation or cornnituncalions, 
and sometimes subsidized prices of certain consumer goods-at times even some 
staple foodstuffs. The revenues to finance these subsidies, however, are riot neces­
sarily taken from the holders of monopoly power, and in any event the effect of 
such arrangements may be more than offset by special subsidies and protecthon-such 
as tariffs, quotas, and licensing arrangements-provided for some of those holding 
monopoly power. 
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on savings accumulated through supernormal profits previously extracted 
increases the skewne' s of the distribution of savings and makes it increas­
ingly difficulP for those wlo do not hold ionopoly power to challenge 
those % oldo 

Holders of monopoly power in produvt market, will at .one point 
control a large enough shdre of lioanhab lun,, t get ,omv (hgree of 
monopol) power in apitaliiarkets I onrly because capital ik scarer. By 

enoiiugh liiono1lo p oIwer ii eniugh good.i anda vilcrlt-, the l Ihat ,t iper­

strategic use of their suipernorinl profit, the) (',n icr'aaaigly extend 
their monopoly power 11 product miarkets. ElventuaI ll they will Iave 

0 

nornial profits lie)' are aie to earn are a sizille fraiction of til loanaile 
fund,; in the capital market,,,i which 'li to operate.Ithe choo, 

There are ,eveidl Iway, in wihli ipernioriil profit,, (,in liie u'sed in 'such 
an economny to extend Ul10 io pol pow er. For exainiple, if tle holder of 
moinope. power i, I ion lender- whetlhr oine wNith ior without molo­
poly power in the money market lie way have oniie inlience ii fore­
stalling entrN mlire( tly I)), cari lly chooioihig only olirr ,%ers lanning to 
enter other inhii,trie, aind indirectly |)) advaiieniig credit which ties ip­
lier- or cistonr, t lii, pirodlct miark et 01inra taolus. 

I loldr, of U1Oiloi ol t er i ',alo Ils( ;ICCTU LU­po\ produ ilict iarke';, 1ilaN 

lated ca pital ither tia ruim estillilid ral\a ,, part iculark t hose that are 
fiianli'ally weaker (througl, say, ice war,.), to force tilieui anto col-

Ilisive agreenient, 

Tius the greater the peilfir'rinrnial iirolit, ihi produc limarkets t he greater 
the coniitratiou of lanalIc fund,, in a few hand, and the easier it is 
(I) to make supernorial profit. hi mioniyleiding an( (2) to achiieve still 
greater monopoly power and fsill greater supernormal profits in product 
miarkets. 

Absence of effective links with capital markets ii other economies pre­
vents checks on mnonopoly power through infusion of capital generated 
outside the economy. Likewi'e there is little possihility of imports serving 
as a check on local sellers. S vings of any one in!ividual who does not 
earn supernornial proflits are too small to he significant and there are no 
effective institutions for consolidating ,avings. Also lacking is countervail­
ing power 'roni conunler org:inil.ations. 

Under these conditons the only eflective threat to a given holder of 
monopoly power is represente'd I)) other holders of anioiipoly poiwer ani 
starting fron a situi,iiii of no miioinopoly power there is reason to expect 
little economic warfaic initially as noiolholy power increases. 

Those iliterestc'I in extending their oilololy power will, if they are 
rational, weigh the probable return for Iheir effort against the cost. On 
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tihte cost side, extending monopoly power in ,n industry in which there is as yet little monopoly power involhes a mucl iore easily assessed expense
and probaldy onle thiat is usually perceived as sinaller than that involved inthe other optior (attempting to extend monopoly power ti an industry
in whitch th're i conidlerable nmonopol) power). If one attemipts to enter 
anr industrv where a considerable anitn t of monopoly power i , alreadyestabhlihcd, tlre is tlh extra tost of financing what frequently can be
expl led to be a tilf" battle with existing sellers, the length and final out­corie ol which is likely to be uncertain. Therefore, only if the expected
return t4 high'r-and probably tonsiderably higher-hain i more coin­
petitive iido'trte, i, it likely that Ihoseseecking to e,,tablish or extend
nionopol., power will attt'tmfpt to c halh'nge those who already holIt. Tlefewer ti, iidutrie, whicll are characterized by coniderable moonopoly 
power, the higher hlie jirobabifity tlat there will exist relatively conipet­
itive industrit', where 'xpected returns art' high enough that tlhcy presentprospects nore ,attra'tive to seeker,, of monopoly power tLan the pros­
pects in less I'lmpetitivnidtitrits. 

Even whei tlere is a high degree of inorpoly power in every industryin which capital is important there is no reason to think that holders ofmonopoly power will IIn'ees',arll compete rather than reach aii accon­
nrodation. If they do compete at all, however, Ihey are not likely to do sountil the curiulative proce, of increasing monopoly power has resultedin a great deal of monopoly power in most goods and services fir which 
capital is an irmportant barrier to entry. 2 5 

EVIDENCE ON MARKET CONDUCT
 
Aithough 
 paucity ard unreliability of data in developing countries

often make it difficult or impossible to identify commodities and their 

2 5 As monopoly power spreads there are at least two reasons to expect that those
who have gained it will be increasingly challenged.

First, industries with the greatest expected returns to monopoly power, otherthings being equal, are likely to be the first to be the targets of attempts to establishsuch power. Thus after some point in the spread of monopoly power the returnsresulting from its use in some industries where stch power is established are likely toexceed those in the remaining industries suffieiently to make the extra cost of eco­

nomic warfare seem justified.
Second, as monopoly power ipreads the probability increases that the super­normal profits of any one seller with such power will raise costs or reduce returns ofothers faced in exchange situations who also hold this power. Tis will strengthentheir incentive to get control of his enterprises or force him into an agreement thatwould reduce his influence on their own supernormal profits Thus the more exten.sive monopoly power is, the higher the probability that any increment in such power

will in some way provoke others who already hold it. 
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close substitut es, to defiiev markets geogra plically, or to ilne',lure llrket 
slhares, I Ie conditions of deve lopiig Coniitri e are ,,Ih that it i, Iypically
iniuch vair to get Iiiornfitlo noil iarket conduct Ildn in developed 
eountrie.. Bhecai e there I, ll,,iallN nlo trgila attached to Illig Involved 
iii collusive action, ind no iititrli,t l gislation, it is Irciqiuientiy ivoibhl to 
get much iuler dicti,,ionlof market 'oiiduct thani manyilof thI dvvel­i 
olpd coltrie.. lhre i,, mounting evidllce on coinduct from Latin Allier­
ica and Africa, at least, which suggests that wll-orgalizd cartels or 
similar arranuvinvit., are fIund fairly ihl) for major vo' lodliti, ii the 
agricultural ,'ctor. 

(arte], or e\tre ivNl collutive roup, that (lterinile prices and market 
shares are reporthd or so m...te Ifor the whiolheale cattle tradie in w estern 
Afri'a--Nigria, Ghana, the Ivory Coas.t, Niger, ]piper Volta, Mali, Sent­
gal-aid il.n Litin America, Chile, md parts, of Brazil, Colomblia, ind 
Mel\ico. 26 Similar (oll,ive orginlizationll, alplpear to Ii hllulcominon tle 
wholeaI trade in tarchy-,tail, foodstuff's at 1v&4st in western Nigeria, 
Ghana, ''o"go, l)ahomey, the lviry (Coa.t, (;lGit,, IBrazil, (Chile, Peru,
Blihvia, (Colmbia,(.llaitV'ila, .11id Nle\mco. 2 7 

Social26Sve A. (Cohin, STW Organi',ation of (Creditill a Wet Xtrieaii (iilie 
MarkeI," ifrica (JaliiUrv, 1965), Miracle, "RIe..trtii ilk to Li tre prliiwrillp 
pp 5-13, Sain ir Ainn, Le leVondie' de, Iffnires .,rLilLlli ( 'i ri., I969), lp 97-102, 
heiilltt, op. ell., Cli. VI, T Cook, "()rganialiol of Trid ill )11i Tropical S le,

Ve'racrutz, Mexico" (lniinpuliicd illt . D)¢]parlli~il of Aglrlctllhral E¢onoi~lcs, Unlil ­

versit} if Wl'eoini.iii, I10 
68), aiid [inlillil I diiirieiii Agriola,ii dh \icreideo 


"('OCideracioiic, Sobre 
 a (,aiiaderia Porrlind X el Mierildo de erdo in (Colmili" 
(logola. 1905) p 1I 

2-'See Su.ainie (.oniilire.Siviiii. "Ie Travail ies liiiiiic a lagos., Ni'erial," 
Zaire (Fvbrarlr, 1951), i I184. \ircle, "\Market Striuctiire " Roul t M 
Law on, "The \lirkcl, lor Food. iit Gliana,'ill I Whieliiii idi j I ( lirrie, 
Redihngv in Ilit, Ipplwd ELonomnltu of Ifri a, vol I (('amiibridge, [Liglaliid, 1907), 
1). I111, Klein and Sak, 0 roblnia da Illirneiainjo no Bravil, Co1iii,-5i'o dei ies­
elivolvinnto lidtialrid (Rio de Janeiro, 1954), Il) 16-411, (cited ill (ordonW 
Smith, "Aicrrlullturl Mairketing aid Ecolmiic evelopellilnt A itdiaii (ie' 
Shtdy," unpublished Ph 1) dliss.ertaloll, I Idiridrd I Ikin r.ity, 19651, I1. 1511), MI G. 
Wygatit, "A Treattis (:oiinCmerciat Activitlies of Womnii ii Togo," II S Dleil. of 
State Airgrain A-127 (Dee 8I,1965), p 3, IIdnude ii(]Claudine Tardilk, "Tridtional 
Market Econotin iin the Sotilth i)hotlmey," il P 1Bl|lndii and G l),itlon (eds),
Marketv in'Africa (Evanstoi, III, ,1962), Jacqtes Biiet, "Marchie sii 11paySossllt," 
Calilerv dElutle AfricaLtne, vol. II, 4e cahier (1962), p 110, Ieiiiett, "The [Role of 
the Government . , " op. cit., ci VI, liay lenkel, "The Role of Cimpesillo Mar­
kets in Iire Market Structiire of Bolivia,," (iititllhd iit., , iiepartn ent of Geo­
graphy, ntliversity of Wisconsimi, 1966); Rtbi E. Reiia, (hmllnauih, A Guatemalan 
Indian Comnitnuy (New Orleini, 1960), p. 70, Roderick E Burcliiard, "nie Market 
Women Brokers of Goods and Ideas," (itplishcd ins., Latin Americanl Studies 
Program, Indiana University, 1967), p. 27, J. T. Scott and Leman B. Fletcher, 
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There is also a good deal of ev idence of buyer or seller attachment
through credit links. particulrly 1)y crop and liv'estock buyer.s who
n(onv gi 

com­
hirners aidvaices on their unharvested crops and therelw gainsome control or ,upldie The writer has freqlentl) encountered this

practice in rural .rea, of Nigeria, Giana, the Ivory Coat, Hiaz.il, andJii.ai, id there ismientin ot it ii the literature for Mladaga~car,Somalia, Senegal, Sierra Leone, Chile, H1hivia, Peru, (Glonibia, Iaiti,
lexico, Guat-i,'nila, Sarawafl, la., 28iwa Thiainu, and 1d1,i. (ireflul

,,earh of the hiter ure on rural ciieitie, piolblably would provide ample
reports of it in the rest ol L.itiii \merica, Africa, an] Asia as well. 

t.)NCIISION 
There is,.good rvi.ison to think that inlor departuirv,, frotithe colipeti­

tive model ire found throuigout dieveloping ev'ononihi,-cven ill the agri­cultural cetor, which riot iifrequently hi(lL<,itn dirhd iu [inthe literature 
as highly counilictitiv If accotit istaken of the nature of capital markets
in tlew aria, w. -liould e\iet large departure,, from the conipetitive
model lor all connimoditie., rciquiring 'ignifhcaint anounts of capital in pro­
diiction or di-trihiutiori In igricalturv tlis would iiniidc all coiimmodities 
with regionil ntationail inarket,,-certiiiilv all export crops ind dietary
stilli'- ild, indeed, in latin America and Africa, at least, there is iount­
ing eviulence to siiglest that thi. isin fact widely the case
 
-Cooperatives a-,iniinuints of Market Reform 
 The Economist's View," in Kurt R.Anseliel, el i (eds ), Agru ultural ('ooperativesand Marhetv in Developing Countries(New York, 1969), p 219, Sut Ortiz, "Rural Market Organiz ition An ExploratoryModel," Man, ii.s. 2, (1967), p and411, Enrique Valencia, L; Merced: Estudioecologico y voetal de nna de lI ciudad de Mex<ico, lnstiliio Nacional de Antropologia 

y litstoria (Mexico City, 1965), p 211 
28Se. Vernoni )orialin, "African Traders ii Central Sierra Leone," ;n P.

Boliaraian alid(G Dalton (eds ), Marketv in Africa (Evanston, Illinois, 1962), p. 72;tier' Dunont, lalie Start in Africa (New York, 1966), p 133; Mark Karp, The Eco­norroci of Truiteedp in Somalia (Boston, 1960), 84, Nesbit, op.p cit., p. 84,IlenkI, op. cit.; Scott and Fletcher, op. cit., p. 216, Emil B Iianey, "The Minfundia
Dilemna A Colombian Case Study," LTC No. 56 (Land 
 Tenure Center, Universityof Wieonsin, 19611), p) 14, lowell W Willingham, "Marketing of Staple Foods, Port­au-Prince, Haiti," (uiupuhlished M.A. thesis, University of Florida, 1967), p 44;T Cook, op cit.; lanmng Nash, "Capital, Saving and Credit in aGuatemalan anda Mexican Indian Peasant Society," in Raymond Firth and B S. Yamey (eds ),Capital, Saving and Credit in Peasant Societies (Chicago, 1964), p 293, BarbaraWard, "Cash or Credit Crops' . , " Economic Development and Cultural Change,vol VIII (.January, 1960), p1) 151-152, Burt Schorr, "TS Backs a Firm's Attemptto tHelp Thai Corn Growers But Men, hints Foil Project," Wall Street Journal(April 4,1969), p 1, A G Chandavarkar, "Tije Premium for Risk as aDeterminant of Inter­est Rates in Underdeveloped Rural Areas Comment," The Quarterly Journal of Eco­nomics, vol. LXXIX, No. 2 (May, 1965), p 323, and Wharton, op. cit., pp. 34-35. 
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Recognition of the capital market as an important variable for market 
structure analysis in developing countries also has implications for inter­
commodity and intermarket variations in market structure. Since many 
goods and services in developing countries commonly require much capi­
tal in production, bint others require very little, and slince sonmetimlcs much 
more capital is involved in making a given good or ,ervice available in one 
market rather than another, we should expect a priori large differences 
in the degree of monopoly power industry by indutry and possibly mar­
ket by market. Every developing country is likely to have iome commun­
ities where production and distribution processes are ,till simple enough 
that for many goods and services little capital is required, or in which 
labor can readily be substituted for capital. But, it the sarie tuiie, except 
for truly self-sufficient communities (which the writer would argue have 
become rare ii Africa and Latin America), there will also be commodities 
requiring enough Lapital in distribution, if not production, that consider­
able departures from atonitic conpetition can be expected. 

To put it another way, coniderig capital alone, there i no reason to 
expect a producer selling locally a staple food crop that is easily grown by 
labor-intensive nethods to hold monopoly power, but, considering only 
capital requirements, it is almost certain that a seller of a relatively expen­
sive manufactured good (or eller of foodstulfs not grown locally) will 
hold monopoly power Likewise capital may result in large intermarket 
differences in monopoly power. Even for commodities that are compet­
itively sold by prodstcers there may be enough capital involved in transpor­
tation or storage that competition is severely restricted at the wholesale 
or retail level. 
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