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Conceptual Model of
Peasant Market Dynamics



Night Riders: A Socio-economic 2ralys‘s cf Market Middlemen
in_a Traditional Peasant Ecoromy in Mortheast Brazil

by Timothy J. Finan*
A Preface on Methcdology

This dissertation represents an attempt to understand the
regional marketing system of a peasant ;cciety in Northeast
Brazil. The methodological point cf departure sing]eé.put the
market participants, especially the peasznt middleman but also the
producer, and argues that the structural characteristics of this
market can be seen as the result of the continuous stratecizing
of these individuals in their quest for 2 secure 1iving under
sometimes less than {deal economié"cfrcumstances. Althouch
individual economic behavior constitutes thé starting point, the
ult1mate¥goaTs“6?”fh%g—étudy'11e in the elucidation of dynamic
relations between individual actors within a specific socio-
economic context. As such, individual motives and socio-
cultural constraints merit equal imcortarce as explanatory variables.

The analytical tuols utilized here combine the holistic, behavior-
oriented approach of the anthropologist with formal methods and the
problem focus of the microeconomist. In undertaking this research, I
systematically attempted to acquire the fundamentals of microeconomic
tﬁeory without sacrificing the anthropologist's attention to the details
of socio-economiq behavior in an effort to more adequately understand and
analyze the market system under study. In a sense, then, this disser-
tation seeks to demonstrate both the complementarity of the distinct

methodological approaches and the theoretical limits to which each
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apprdach, in the name of analytical va]idity, must attend.

The data collected fpr this dissertation reflect its methodo-
logical perspective. Contrary to the situation of many economic
case studies, time did not constitute an effective constraint upon
the data collection process; the Bank of the Northeast of Brazil,
the ﬁajor development institution in the Northeast, financed the
diﬁsertation'research'for a periad of eighteen zonths and made -
thei} facilities avajlable for some time after. .Thus, it was
possible to follow the market system through its annual varia-
tions and tOjobserve some of the longer term chznges. Essentially,
four classes of data contribute to the analysis of this system:
.i) price data--I was able to collect daily prices at both the farm-
gate and wholesale Tevels for the better part of two years. Although
the accuracy of some of the price data can be held to question, the
complemantary relations betwean the types 6f data provide the means
to make the necessary adjustments on the collected prices.
i) interviéws with market middlemen--after approximately six months
of preparation, 62 market agents from both within and without the
peasant region were interviewed with an extensive questionnaire form.
The information from the:a intarviews was meant to i]]ﬁminate.various
aspects of producer-middleman and midd]eman-micdleman relations, price
formation strategies, assembly and transportation costs, risks and uncer-
tainties, and the socio-economic background of the middlemen. This
sample represents.about half of the hidd]eman population in the

region under study.



1112. interviews with farmers--following the middleman interviews, a
shorter questionnaire was later applied a~ong 67 peasant pro-
ducers of the major cash crop with the intantion of delineating |
the producers' marketing behavior: their strategies to reduce
market risks, their attitudes toward midd®amen, tﬁé use of govern-
ment facilities, and their future plans for this agricultural
activity. The sample was stratified to reflect differences in
access to government programs in the marketing sector. The
information from these interviews proved cuite useful in com-
paring divergent opinions of producers and middiemen on some of

the §ame questions. . |

iv) participant observation--the rather extended research period
provided the opportunity to establish closz, confidential relation-
ships with both farmers and middlemen. I observed the buying

and selling process many times, traveled with the middlemen to
their urbans markets, and participated with them in both pro-
fessional and non-professional activities. After a certain period
of time, I was able to elicit information--essentiaily, the "tricks
of the trade"--which did not emerge from the interviewing. Also,
this traditional anthropological method zllowed me to position

the middlemen within the context of their ccrmunities and the
social strata which they occupy. Finally, the data collected

from prolonged observation énd informal interaction proved invalu-
able for the interpretation of the mcre quantified information, as

when comparing the phenomenon of price variation with the actual



pricing strategies of the individual marketers.

The original design of this research was structured as an
inquiry into middleman Sehavior and its effects upon a peasant
agricul tural syétem. However, the tremendous creativity cf the
market agents and the great fluidity of the market itself led me
to emphasize first the role of the middleman in the dynamics of
the market process and then the consequences of these dynamics'
upon the economic system as a whole. In a sense, the definition
of market performance, initially quite narrow, was broadened in
the course of the research to include more encompassing socio-
economic questions.

In terms of the analysis, several common economic methods
are applied to the data. A representative budget is constructed
to estimate marketing costs for different types of middlemen and
to study market margins. Price data are also used to compare
intraregional variation at the farmgate level and interregional
variation at an urban wholesale Tevel. These analyses can pro-
vfde an index of efficiency: comparative cost efficiency of
differeni type firms, efficiency of the price mechanism in its
distributive and allocative functions, and so forth. However,
very 1ittle can be said about broader problems such as the
distribution of income and the future of the peasant producer.
To address these crucial questions, both sociological and economic
variables are incorporated into a conceptual model of the dynamics

that characterize the short and long run bshavior of the market



systam. This rodel, elaborated in the first chapter of the disser-
tation, will be tested against the data collected from Northeast of
Brazil.

Finally, it bears repetiticn that anthropology (especially
econdmic anthrocpology) and ecoromics share a strong common fﬁterest
'1n advancing our understanding of peasant economic behavior, although
thé latter of the disciplines have dominated in the practical,
problem-solving spheres of academic activity. This dissertation has
therefore a two-pronged objective: to demonstrate to anthrepologists
that econuni; theory can contribute to the study of peasant societies
and, more importantly, to draw anthropology into the practical arena

of endeavor where the anthropological input is so necessary but lacking.



Chapter 1: A Conceptual Model of Peasant Market Dynamics

Nothwithstanding the quantum advances in agricultural
technology during the last few decades, small peasant farmers
using traditional, age-proven methods continue to produce~muéh of
the world's food supply. The enduring economic importance of the
small producer, unmitigated by the spread of agribusinesses and
mu]finationa] plantations, increasingly attracts the interest of
national agricultural planners in developing countries and of social
scientists seeking to comprehendAthe nature of the peasant economy.
The persistencé of the peasant has confounded many, including
those who ance held greét store in the imminent success of the
Green Revolution and those who neryogs]y_watch the burgeoning urban
pﬁpulations which the peasant pfoducer supp]iés; Whether the peasant,
then, becomes a crucial question that will undoubtedly affect the
destiny of large segments of the world's population.

Unfortunately, the very.definition of thg peasant has not yet
achieved a consensus among students of the subject. Anthropologists,
certainly major formulators of the most commohly.used descriptors
of peasant societies, have presented various criteria in their
efforts to identify anu specify the peasant type, but none'has
withstood the test of universality. A1l peasants are not rural,
not.all produce at only a subsistence level, not aT] are
fatalistic, although these and other characteristics at one time

or another have been advanced as definitive. However, the one



feature that most scholars can 2gree upon is that peasants occupy
a margina1 position in a broader, ‘dominant society, usually a
- nation-state. Despite this highly useful structural definition,
the anthropological literature has preferred to focus upon clusters
of cultural traits, often portraying the peasant as a stolid,
tradition-bound member of an essentially homogenous cormunity
who dutifully subjects personal goals and aspiratioﬁs to the
interests of the communal good.

This faﬁi]iar anthropological view of the peasantry emphasizes
the continuity and changelessness of the peesant'way of life.
The individua]s in such societies confront the risks and uncertainties
of the1r subsistence ex1stence through an unbending reliance upon
t1me tested strateg1es Consequently, they are change res1stant
Even g1ven the opportun1ty to adopt advantageous modernties, the
argument follows, the peasant will prefer the pursuance of traditional
practices which assure a safe albeit low standard of living. When
the peasant eventually does incorporate an innovation into the
"Itttle traditiocn", tha change occurs long after the dominant .
society has already assimilated it, thus maintaining the peasant
society in relative backwardness, a phenomenon destribed as
“"cultural 1ag“. Implicit in this theoretical construct, of |
course, is the belief that the peasant individual possesses a

distinct and unique nature, a "limited-good" weltanschauung which

stifles individual initiative and encourages conformity to the

dictates of tradition.



Moreover, the anthropulogical descriptions of the peasant
society suggest that th".amounf of variation within the peasant
group is’ negligible, i.e., that the peasant sociaty is essentially
homogenous. Individualistic tendencies having yielded to the
set of powerful constraints embodied in social insfitutions,
goals are then defined and.stipulated by the society itself.
Whatever socio-economic differences which emerge within the group
are handled by social mechanisms--such as the wealth-leveling
cargo system--which operate to countervail the differentiating
tendency and to restore the societyAto its homogenbus equilibrium.

Partly, these interpretations of the peasant and his/her
socigty stem from the functionalist peispective which has dominated
much of anthropology, especia]]y‘econoﬁic anthropology. To the
anthropologist's trained but practical eye, the function of a
given behavioral pattern still constitutes its most effective
explication. Thus, the peasant‘soqiety-may appear to be unchanging
precisely because the scholar has chosen to inyestigate how that
society holds together and consequently interprets the data
toward that functional end. Such an approach inadvertently may
may ignore the deep and radical changes which the peasanf group
is undergoing; in fact, the thesis presented here arques that
211 peasant societies, by definitidn, are caught--perhaps
involuntarily, but nonetheless irrevocably--in a current of

change. The structural relationship between the peasant and



the ration-state injects an implicit instability into the former;
and in cre:ter or lesser degreeé, the relationshib is ultimately
conflictua® rather than functional or symbiotic. Thus, a more
dynaric apsroach to the peasantries--one which focuses upon the
marginaiity o7 the peasant to the political, ecbnomic, and cﬁltural
decision-mzking processes that affect his/her 1ife--should
provide a nor 2 adequate and universal perspactive of the realities
bf the peasant existence. |

This Zissertation departs from a much less mystical but
'perhaps more complicated view of the peasant. As a most
fundemental assumption, the individual in peasant society strives
for the be:terment of self and family as intensely and creatively
as Any othsr human being might, and, in so doing, explores and‘
exploits a]ternativeAopportunities as they become available for
incorporation into his/her Behavioral stratégies. If one can
accept this basic assertion, tﬁen the resistances to change
1Hentified in peasant society derives not from the selfless
attactment to a demanding socic-cultural tradition, but rather
from the lzck of practical onportunities in fhé socio-economié
environmen:, which is often the case in peasant societies.
Beneath th: piacid appearance denicted by many scholars, the
peasant society in reality demonstrates a tremendous dynamism in
the sanse zthat indivfdua]s constantly test their behavioral
stratagies over the short run and in the sense that specific

evoluticn zccurs over longer periods cf time.



From one society to another the nature of the retationship
that ties the peasant to a brao&er nation-state varies; however,
in each case this re]ationship.structures the socio-economic
environnent and defines the available opportunities therein.

The influence of the nation-state, which can either constrain
peasant opportunities or expand them, may operate through private
entrepreneurs or through governmental efforts in the region.
ﬁorecver, different spheres of peasant life--the social, cultural,
econcmic, etc.--may be differentially affected, at least initially,
by the particular characteristics of peasant marginality. As an
example, a pattern of religious beliefs may remain relatively
untoyched by nation-state domination in the econocimic and’

political spheres. Each individual peasant group, therefore, must .
be aralyzed with respect to the characteristics of its integration
with the encompassing society, since this faétor determines the
peasant opportunities and sets the course of peasant dynamics.

The structural definitidn of peasant society holds further
impfications for the validity of a socio-economic analysis:
namely that the peasantry accommodates much more variation--
both inter- and intrasdcieta]--than is usua]lj depfcted in- the
literature. As individuals strive to achieve.thefr goals and
objectives, success is differentially afforded and socially
defined formal or informal status differences will reflect this

fact. As the dominant society increases the alternatives



available in the socio-economic environment, these differences are
either altered or.become exacerbated, especially if the opportunities
attract non-peasant intrusion. Therefore, the intereaction of
individuals with a given set of opportunities makes for a
.heterogeneous society and it tends to become more so to fhe extent
that nation state involvement increases and jntensifies.

Schiolars ‘generally agree that the most pervasive mechanism
which integrates peasant society to its nation-state is the
mérket. The market creates a dependence toth at the consumption
end, as small producers develop a need for manufactured items
and the necessary purcha§ing power to acquire them; and at the
production end, as the producer reorganizes his/her production
strategies to find~a,sa1abTe crop. In this'sftuation, the
peasant qufck]y becomes dependent upon produ;t and factor markets,
supb]y and demand situations, price variations, etc., all of which
appear zlien to the immediate peasant wbr]d. On the other hand,
the penétration of markets into the peasant region affects the
opportunities in the socio-economic environment, usually in a
fasﬁion that expands economic activity. Who benefits and who
suffers within the altered environment will depend ultimately
upon the distribution of access to the means of production and
upon the strategies which the individual peasants develop.

The market system, in its institutional role of distributing
products, factors, and consumer goods, follows its own internal

dynamics, as over a short run, market mechanisms adjust to the



variations of supply and demand; and, over a longer run, as the
market evolves. In either case, these dynamics are predicated upon
individual participants acting and reacting, organizing and
reorganizing in their attempts to better their positions.
Especially with regard to the product market, to wh1ch the
peasant producer responds most immediately, the evolution of the
ﬁarket will greatly influence the direction taken by the peasant
economy as a whole. The distributional channels which connect
producer and consumer act to transmit information back and forth
.through price and other means, thus alerting the producer as to
what should be p]antedwand“when.'“The“efficiency with which these
nessages are sent, received, and responded to determine the
success of the peasant S commerc1a] venture. -More importantly
and at another level, the long term tendencies of the market --
| decipherable through an understanding of internal.market _dynamics.
--w1l] gradually determine the outcome of the peasant producer as
a c]ass do the producers become more integrated into the market
system or even more marginal to it? Is the wealth generated by
the commerc1a1 crop distributed equally among the c]ass7 Over
the 1ong run w111 the class improve its socio-economic position
in relation to the dominant society? These questions--critical
to a discussion of the future of the peasantry--imply that market
dynamics can be studied as microcosmic insights into the dynamics

of the peasantry itself.



. As markets davelop within agricultural societies, through the
introduction of a wider range o% manufactured goods and *hrough a
shift toward cash crops;.the nature of the structural relation-
ship which defines tie peasant society changes. In a strict
sense, it can be hypothesized that the markets pave the way for
capita1ist exploitation of the region, since tie market serves
‘as a meﬁhanism for capital accumulation. The heightened economic
aétivity which accompanies the new product market open§ new
.obportunities within the socio-economic environment ard individuals
}tend to attempt new alternatives, if preceding conditions do not
act as a constraint. The competition already existent within the
gociety will thus be.directed.toward these opportunities, resulting
in a period of rapid changg; Whether these individuals are'
Ppeasants or outsiders once‘again depends upon such initial factors
as the control over the means of production,.the entrepreneurial
abi1itie§ of the individuals, the size of the reward expected, and
so forth. Regardless. of which stratum of sociéty produces the
new "capita]isté", the changes reverberate throughout the peasant -
society as a whole altering the relations of production,
redigtributing wealth and, in general, redefining fhe society.

This dissertation attempts to delineate the dynamics of
a peasant market in a well-defined region of Northeast Brazil.
The effort there is to first relate the short-run dynamics to the

evolution of the market and then to demonstrate the effects of



the Tong-run changes upon the peasant economy overall. A model of
this evolution will be presented aleng with the argument that under
condi;ions specified by the modsl, similar processes will dccur in
other peasant economies. However, to establish the theoretical
significance of this study, a highly summarized reQ%ew of the
market literature in anthropology and, to some extenf, in economics
is necessary.

Although no single overriding thame haé characterized an
anthropological approach tb marketing systems, a selective
consideration of several studies does permit some Qenera]ization.
Concerned with a cross-cultural formulation of market processes,
certainAanthropologists (Bohannon and Da]ton,.1962; Cook and
Diskin, 1976) have collected detailed case studies of péégénf
and "primitive" markets, on the basis of which the applicability of
the standard Western market modzn can be evaluated. Other scholars
have concentrated their focus upon barticu]ar elements of the
market system (Mintz 1961, 1964; Oritz, 1973; Tax, 1953) such as
the market intermediaries, for the purpose of elucidating
individual behavioral strategies under varying forﬁs of socio-
economic constraints. Carol Smith's pioneering work, on the other
hand, has contributed significantly to an understanding of the
effects upon regional market systems of political and écbhomic
dominance by the nation-state. Her use of a locational model

provides an excellent tool for the comparison of distinct
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regional systems, although at a certain sacrifice with regard to
the dynamics of such markets (Smifh, 1972,11976, in Halpern,
1977).

Economists have generally adopted the structure-conduct-
performance paradigm (Bain, 1959) and applied it to the study of
peasant markets. Under this theoretical approach,'fhe structure
of a given market system directly influences the behavioral
patterns of the participants (conduct) the consequences of which
'compriselthe performance of that market. The crucial variables
then are structure (buyeré, sellers, and the relationships
bethen them) and the performance (prices, profits, and other
market results) with conduct occupying a somewhat ambiguous
position (Pritchard, 1969). Appiying this model to problem-
oriented research, economists have evaluated the performaﬁce-- |
in terms of efficienc: criteria--of both Iarge regional markets

(for tropical Africa, Jones, 1972; for India, Lele, 1971) and smaller
Tocal markets (e.g., Shwedel's (1977) analysis;of potato marketing
in Costa Rica). These and most other eéonomic studies have an
explicit commitment to policy problems in the marketing sector,
and the evaluation of market performance is usually followed by
a set of reC9mmendations for goVernment consideration.

The wide methodological range of market studies that bridge
anthropology and economics--from descriptive ethnographies that
question the existence of market principles to finely-detailed,

problem oriented economic studies that evaluate the efficiency
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of a specific marketing system--leaves much room- for cross-
pollenization, and this dissertation attempts to eclectically
combine the two perspectives in a mutually rewarding fashion.

The question asked here concerns market dynamics and both anthro-
- pology and economics possess the methodological toodls to.
contributé to this problem.

It is generally agreed that price does influence economic
decisions in peasant societies, although such price information
méy be distorted by deficient channels or interested parties.

At this level of analysis, therefore, the applization of standard
econumic methods will discern if prices is allocating factors of
production and commodities préduced in an efficient manner. The
dsgree of competition and middleman margins can also be evaluated
within the theoretical bounds of the economic model. 0Or the other
hand, these analyses--dependent as they are upon quantifiable
data--lack the depth thaf the holistic anthropological m~thodology
can.prov{de. Anthropologists contextualize economic behavior
within the social environment of the participants and concentrate
their focus upon the minutiae of human behavior." From this
vantage point, the anthropological perspective provides the basis
for a more accurate interpretation of price information, midd1é-
man margins, and the structure of competition. Furthermore, the
anthropologist, through the detailed analysis of socio-economic
strategies, can inform upon the distributional éffects of market

dynamics.,
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From the anthropologists, as evidenced in the work of Smith,
comes a concern with thevconstraints which a socio-economic and
political system imposes upon a peasant market and its participants.
Mintz portrays the incredible resourcefulness of Haitian marketers,
demonstrating how social relationships are formed fo enhéhce the
success of their economic activities; From the economists comes
_ the we]]-bounded,lprob]ematic approach, a set of mefhodo]ogica]
tools, and an emphasis upon evaluating the consequence of
behavioral strategies. These perspectives, complementary rather
than opposed, will be iﬁcorporated here into a model of market
dynamics that constftutes the theoretical contribution of this
dissertation.

One df the major conc]usioqs that the perceptive reader
draws from a considerétion of the liferatufe on marketing systems
is that the gloss "peasant market" has no accurate meaning.

There exists no set of unique and qualitatively different
charactéristics that might be presented as the definitive criteria
of a.peasant market (see Leeds, in Halperin, 1977). In fact,

much of the scholarly effort has been directed toward demonstrating
the‘erroneousnéss of such commonly-held features 6f the peasant
market as inefficient, atomistic, small-volume turnover,
structurally simple transactions, etc. Economists have proven
contrary to usual assumptions that many peasant systems in

diverse regions of the world are essentially efficient distributors
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of factors and commodities as well as highly sensitive to changes
in the economic environment (Garcia, 1978; Pinthong, 1977; Jones,
1972; Lele, 1974). Often times peasants do not even participate
in the markéting of their produce, as Smith has argued for the
dendritic regional marketing system (1977). To those whaiwou1d
posit a simp]e-comp]ex.distinction between peasant and modern
“markets, there stands in oppoéition the eviderice from the Costa-
Rican potato market and even the QOaxacan market system,.both of
which are multi-structured ahdlcohplex.

It seems, therefore, that the Eea]ity described and analyzed
as a peasant marketing system can best be conceptualized in terms
of its own dynamic#, as a market "in transit", reflecting perhaps
a. transitory society. The argument offered here--and against the
perspective that advances the dominance of “tradition" in peasant
socio-economic behavior--is that peasant markets eclectically
combine elements of an economy where.subsistence needs are
regionally met, production and marketing decisions are affected
by relatively predictable factors; and market exchanges perform
a minor role in the organization of economic behavior (Polanyi,
1957; Sahlins, 1972), with elements of an economy where
subsistence ﬁeeds demand nationally and internationally manufactured
goods, production and marketing decisions are influenced by
uncontroilable and, at times, unknowable factors, and market

exchanges dominate economic behavior. The particular mix of
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elements that describes a specific marketing system will depend
entirely upon the relationship of that society with the
encompassing nation-state and upon the economic alternatives open
to peasant individuals; whatever the combination, however, the
elements do not peacefully coexist but compete. Hence the inherent
instability that undernains the peasant existence.

This dissertation confronts the problem of translating the
dynamics of the peasant market system into patferns of human
economic behavior. Given that participants in a market situation
pursue goals, create and rearrange organizdtiona] strategies aimed
at diminishing risks ang uncertainties, patterned behaviors which
constitute the short-run dynamics of the system begin to'emerge.
Since, competing beﬁayjoral patterns exist within:the same system
--including those labeled "traditional". and those labeled "modern"
-=the mafket displays a heterogeneity of structure. The same
commodity may pass through different'marketing channels on its
way towérd the consumef, or different commoditiés may enter
distinct spheres of the market,.as Bohannon has describéd for the
Tiv of Nigeria (1962). In either instance, the consequences
for market participants vary with the behavioral battern adopted.

Through time, the long-run patterns of the system begin to
crystallize. Competing strategies eventually sort out the
successful from the inefficient participant and a definite system-

level pattern becomes iscernible. Until this point, however,



the peasant market can only be interpreted as a highly fluid and
highly differentiated system. It is argued here that an under-
standing of the short-run dynamics provides the necessary
information to make the long-run trend predictable. What follows
therefore is a conceptual model of market behavior.over tne éhort-
run under a set of given condic.ons that fit the structural
posifion of the peasantry in Northeast Brazil and, one might
suspect, in a good deal of Latin American eéonomies and elsewhere.
As reiterated above, peasant economies vary considerably
according to the relationship of a specific society with the
dominant nation-state. This reTationship generally defines what
economic opportunities are availabte tc whom. Changes in land
tenure patterns, the introduction of an intensively cultivated
cahs crop, the establishment of a minimum price policy, and other
extraneous occurrences alter the socio-economic environment in
such a way that alternatives become either restricted or expanded
for either local peasants or outsiders. Thus it is imperative
that the conditions for a model of market behavior be incorporated

into the model itself.

Peasant Market Dynamics: A Conceptual Model

The short-run dynamics of peasant markets refer here to the
daily movement of merchandise from the area of production to the
points of consumption and includes all the necessary activities.

Following the terminology acceptéd in the literature, dynamics
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over the short run concern the assembiing,'pricing, grading,
packaging, transportation, resaie, debuiking, and consumption of
a commodity or set of coﬁmodities. The strategies by which
participants manipulate their socio-economic environment
establish the dynamic nature of these activities. .Long run
dynamics, on the other hand, determine structural consequences of
the competition between organizational strategies, that is, the
evolution of a specific marketing system. |

The hode] presented here predicts market behavior under a
given §et of structural circumstances that defines a peasant
economy's position within a larger and dominant society. Wherever
these conditioﬁs obtain, the model can be applied with validity.
1) The initial condition of this model requires a well-defined
rural péasant class for which off-farm alternatives are'virtually.
non-existant and for which there is little access to money
resources. The scarcity of money reflects principally the poor
income generating power and the extremely low opportunity cost of
subsistence agriculture. The inadequacy of the educational
structure Timits succeeding generations of peasant almost
exclusively to a career in agriculture. Thus in societies
characterized by high rates of temporary or seasonal out-
migration, peasant workers receive only the unskilled and poorly
‘remunerated positions and, consequently, the problem of cash
scarcity remains unsolved even if temporarily alleviated. In

most peasant economies, this condition easily obtains: the peasant
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producer is inescapably tied to.the land both economically insofar
as non-agricultural employment possibilities are negligible, and
culturally in that a strong land attachment value discourages

the permanent departure from one's homestead and home region.

2) A second conditions states that the peasant society 1is part
of a well-defined regional economy organized by the money-based
'exchange of commodities. Both individual farmers and marketing
agents depand over@he]ming]y upon the production and’sale of these
commodities..iAlthough subsistence activities may in fact still
constitute an important component of peasant survival, the
neéessity for cash makes production for sale an accepted economic.
fact of life. As a corollary, the mafket price for comﬁodities
--while perhaps in some instances ﬁot a strong factor in:the
individual peasant's production decisions--undoubtedly affects
the producer's Tivelihood in a critical manner. Once again,

most peasant economies meet this_condition readi]y (see especially
Dewey's (1962) account of the Javanese market).

3) The third condition demands that the dominant society exert

a strong influence upon the peasant class, principally through
the spread of a capitalist mode of production. Interna]jy, the
peasant sector may be organized along pre-capitalistic lines in
the sense that landlord absenteeism and sharecropper production |
still prevail. At the same time, however, external relations

with the dominant society have developed a capitalist merchant
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class responsible for the distribution of manufactured goods which

peasant consumers peréeive of ag necessities of 1ife. Furthermore,

the government as well aé private sources intervene in the economic

system, the former in pursuance of development policy (creating

an infrastructure, implanting credit systems, investing in ektension

and research,~etc;) and the latter in the search for profit

opportuhities. Of course, political decisions emanate from sources

outside the peasant society, although the effects of these

decisions trickle down through an informal peasant leadership.

In effect, while the tradicional peaéant structure and peasant

strafegies remain at the disposal of the individual producer,

increasingly peasant livelihood depends upon outside forces.

4) The final condftion stipulqtes a stratified peasant society.

By stratification it is here.meantla set of empirically Veriffab]e

socio-economic positions that}are defined by some combination of

economic, social, or political criteria and recognized either
formally or informally by the society itself. It is.further

| assumed that no individual can be precluded from participation

in economic activities because of class position, a situation

which may occuf in caste or multi-ethnic socfeties. In.mqst

Latin American gfoubs, the'stratification of the peasantry is
determined by the distribution of wealth, especially land. As

.Deere and de Janvry (1979) Have quite clearly demonstrated for

a Mexican region, the economic stratification of the peasantry

can be very complicated.
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The socio-economic environment which the foregoing set of
conditions establishes is one in which the iﬁdividﬁ&] peasant--
burdened with a significant and often urgent need for monetary
resources--faces a very limited horizon of off-farm odettunities.
Since the traditional structure of subsistence enjays very little

income generating potentia], the peasant producer endures a
“chronic insufficiency of cash. The means of production, especially
land and workiﬁg capital, are not equa]ly distributed and this
inequality helps define the socio-economic stratification of the
peaéant group. Finally, traditional forms of economic organization
co-exist with a more recent_but important capitalist mode of
production and the economic system réf]ects this structu}al
dfversity. This increasing integration with the nation-state.
through a capitalist mdde represents a shift of economic and
political decision-making centers outside of the region.

Within this socio-economic environment‘a reiafive]y.stable
internal marketing system can and probably does exist, its
function being to regulate intraregionaj exchange. Products from
distinct ecological zbnes meet in regular marketplaces or are
channeled to areas of consumer demand by a network of traditional
middlemen. Since trade does not surpass the regional boundaries,
a certain amount of stability characterizes the traditional
system: middlemen and farmers know each other personally, the

fluctuation of prices can be predicted within reasonable 1limits,
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and the degree of market risk and uncertainty is re1ative1y'1ow.
Also, distribution networks witﬁin the region do not require large
assembly and debulking mérket.agents, since the_region demand is
not concentrated in large urban centers, and a single middieman can
perform the majority of market functions for his/her particuiar
supply area.

However, as demand becomes concentrated in large urban centers
outside of the production hinter1and, a qualitatively different |
system emergés from that of regional exchange. This situation
accompanies a change in production emphasis as either peasants
experiment with new crops in hopes of solving the problem of
cash scarcity or government efforts encourage the introduction of
a new crop. Suddenly the socio-economic environment undergoes
a radical change in that néw opportunities become'available not
only for the local peasant producers and market agents but also
for outside capital sources. |

With the emphasis upon a gash:crop whose demand lies in
large urban centers, producers find themselves tied to product
and factor markets whose behavior is determined as much by extra-
regional conditions as by the local situation. In the case where
the new cash crop entails the use of a more sophisticated
technology, peasants become subject to oscillations in the prices
of fertilizers, pesticides, improved seed, and other inputs.

Moreover, the new producing region may enter a competitive
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market the total supply of which comes from several competing
areas or, in the case of export crops, from several parts of the
world. Thus, the change in production patterns, while promising
a solution to the problem of money availability, also injects an
unprecedented amount of instabi]ity into the system.

As an immediatc effect, the cash crop pattern intensifies
economic activity in the region and increases the flow of money
circulating throughout the system. The change in the amount of
mdney income constitutes one of the major mo&ifications of the
socio-economic environment, although the distribution of the
increased resource cannot be immediately predicted. Certainly,
total income generated by the.new crop accrues to hoth the
produciive and distributive sectors and within each sector to the
individual participants in the system. Peasant producers observant
of their neighbors' success--assuming that production and marketing
costs are not prohibitive-will begjn to change to the new
- production pattern, especia]]y during the early stéges when -the
greater income opportunity'appears highly attractive. The
increased production in turn stimulates more activify within the
marketing system, and thus in a mutual feedback fashion tﬁe
economy based‘upon the new crops grows.

Initially the distributive needs created by the new production
pattern are met by the traditional exchange system. The greater

amounts of money in circulation attracts middlemen who previously
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traded in the traditional regional markets, but who now .adjust their
enterprise to accommodate the new crop. As the market grows, some
of the excess labor from the productive sector or from small
commercial operations will be absorbed into the distributive
sector as smaTl voiume middlemen with Scanty capital resgurces.
Moreover, the lure of profit will also draw larger amounts of
capital from other occupations (truckers, larger farmers, merchants,
etc.), and these middlemen tend to bring a hore developed
entrebreneuria] talent into the system. Consequently, the market
during its formative periodacquiresa complex structure composed
of traditional and most Tikely undércapita]ized elements and larger
middlemen who have channeled some of their substantial resources
in the market system in expectation of increased profits.

The composite market system which emerges with the
introduction of ‘a product destined for urban consumption or
export faces a series of crucial problems. Since the factors
which influence the market derive ét least partially from situations
outside of the region, such as supply and demand forces within
the urban centers, and since these factors ma_ change'on a dai]y
basis (this being especially true for perishable items), market
information éhanne]s tend to be inefficient, even when
considerable government intervention has attemptedvto_imprpve
information networks. At best market news arrives fn the

production area "cold", after a lag period which could seribus]y



“distort its utility. The common pattern of widespread peasant
minifundia further compromises efforts to propagate market

~ information among rural marketers and peasants alike. .Finally,-
the dependence upon segments of the market chain which exist.in
the urban centers can place rural markéters in pos%tionshof

disadvantage. Often urban wholesale markets can dominate the
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"entire system because of their reduced numbers, the rural marketers

lack of knowledge, or other such factors.

The major consequence of these problems is a marketing
system characterized by high levels of risk and uncertainty.
Both peasant producers and rural middlemen find it difficult to
make basic production'and marketing decisions or to predict
market behavior even over the short run. For the farmer, the
principal risks derive from the variation of price or ¢f yield
in the face of a high factor investment. A radical decrease in
pfoduction duetgg disease or insect damage, although an immediate
- threat, can be avoided through a judicious use of available
technology. However, the peasant producer, even more so in
cases of relative isolation, feels particularly he]piess to
confront a falling price in the market and frequently points_to
middleman exﬁ]oitation as a principal source of his/her troubles.

The middleman, on the other hand, perceives a wider range

of risks which the market enterprise must counteract. Despite

its obvious importance, the dictum to "buy low and sell high"
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simplifies the formula for success. First, the middleman must
find supply sources which guarantee produce for resale over
extended periods of time. The ability to secure a steady supply
depends upon the location of and the access to the supplier and
the competitive situation of the market. Secondly, .he ;hral
intermediary requires a buyer in the urban center, and since urban
wholesalers generally possess better market information, the |
rural middleman needs a buyer of trust and confidence. Thirdly,
.the intermediary has to transport the produce according to the
rigorous market schedules, and the failure to arrive at the
marketplace on time--due to a breakdown of transportation or an
accident--cou]d.result in the loss of the product. Finally,
these risks are compounded by the ever-present possibility thét
the middleman may misjudge the market situatjon and discover a
lower than anticipated price for the merchandise. In this case,
precious capjgig reserves are lost and, if serious enough, the
viability oftzhe enterprise is threatened. .
Market participants--creative individuals that they are--
develop organizational strategies to defend themselves against
the risks and uncertainties of marketing. Although some of the
potential haéards of marketing appear unmanageable, in which
case chance p]ays an important role, other risks can be minimized
by improvements iﬁ organization. The rearrangement of human and

material resources can help to eliminate certain unknowns in
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the marketing prﬁcess, in particular those that involve buyer-seller
and seller-seller relatiqnships. One of the primary examples of
such organizational strategies common to modern marketing systems
is the vertical integration of production and marketing actiyities.
~ Whereas vertical integration may permit a reduced cost structure,
as an organizational strategy, it constitutes a response to supply
" risks, that‘is, ép attempt to assure a smooth flow of product from
supply areas.

 In a peasant market there exist many organizational patterns
| meant to countervail the inherent problems of marketing, including
vertical integration. As the fruits of individual efforts to cope
with risks and uncerfafnties,.these strategies emerge initially

as ad-hoc responses to problems, but then are tested, modified,
and refined to the point that they become accepted marketing
behaviors adopted by others beyond the origfnating individuals.

If one adheres to a rules approach to market sfructure (see
Schafférf:Fg’Q), then a valid argument can be made that these
.behaVioral patterns have become "structuralized". In the case,
naturally, that a given strategy does not provide the respohse
that an individual expected, or if that strategy appears rigid and
inflexible, then it will eventually be supplanted or abandoned.

Not to belabor an obvious deduction from the foregoing

argument, market strategies are not identical, rather they vary

according to the entrepreneurial and material resources of the



market participants, as well as'the type of commodity traded.

26

Moreover, since individuals market agents compete for both suppliers

and for buyers, their organizational patterns can be seen as
competitive, that is, dynamic. As accepted stategjgs can be
equated with the concept of market structure, the dynamic essence
of ‘market systems in peasant economies becomes apparent.
Different structural arrangements vie for the mérketgble product,
in the sence that a given commodity may be éhanne]ed through a
series of rural assemblers or, in the example of vertical
integration, put directly onto the urban whoIesa]ér's truck. In
a more profound sense, however, the structural competition

occurs as individuals accept or reject different strategies, thus
creating or eliminating new structural alternatives. It is
precisely this competitive preﬁsure, the short run dynamics of
the market system, which determines the longer tendencies.

Within the process of competition, rewards in the form of
wealth or profits are distributed according to organizational
efficiency. To the extent that a specific strategy can feduce.
the risks and uncertainties associated with the market enterprise,
average profits and, consequently, average income will tend to
higher. In effect, efficiency becomes the major selection force
in the system, favoring those with the organizatioﬁa] werewithal
and marginalizing those whose organization is deficient.

The relationship between greater organizational efficiency

and bigger profits may not be entirely obvious. Most patently,
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strategies which improve the flow of market information Qi]l allow
the middleman to better estimate buying and selling prices, thus
increasing overall profits. Other strategies, however, produce more
intangible and less immediate results. When, for example, a con-
stant and secure subp]y of a particu]ér commodity.éttraéts é steady
customer at the resale end, middleman income will tend to be more
stable and, through time, higher. Consequently, the structures which
derive from adopted strategies accommodate:the necessary market func-
tions with differential success.

The peasant market system which this model describes allows for
different levels of analysis which can result in seemingly conflictual
conclusions. As argued above, competitjon between org&nizational
schemes introduces an inherent instability into the market as indi-
viduals attempt to securé, transpert, andvse11_their product ét a
profit. These organizational strategies--being constaﬁt]y tested
and refined--emerge as structural relationships within the market
system. On an empirical level, however, a structural analysis might
lead to an interpretation of the system as rigid and inflexible,
since the very dynamic strategies are aimed at enhancing the stabi-
Tity of the mérket. Thus the observable phenomena of the market--
middleman domination of market channels, producer dependence upon
the middleman for factor inputs, pratik relations, and many other
elements of "traditional" markets--reflect the dynamic response to
professional demands, although empirically the observed features of

the market may actually cambf]age the internal dynamics.



23

At this crucial point of the model, structural changes resu]ting
from the competition of organizational strategies modify btuyer-seller
and seller-seller relationships. As individual firms that possess
greater capifa]-resources and entrepreneurial skills increase the
scale of their operation both horizontally and vertically, smaller
and less-equipped enterprises will either drop out of the market or
occupy less competitive market niches. Thus, there evolves a hier-
archy of market structures with large firms dominating both supplier
and urban outlet markets while the small firms content theuselves with
secondary markets.

The terms of producer-middleman interaction also undergo an
important shift under the logic of the model. The ratfo of effec-
tive buyers to producers will significantly.drbp thus creating the
conditions for the oligopsonistic control of supply. With fewer
buyérsavailable;- farmers-will-tend-to enter-into longlasting-buying
agreements with individual middlemen, especially where feeder road
networks and the communication system remain undeveloped. Conse-
quently, the market hierarchy is reinforcéd a§ ehtry into the market
by new firms becomes increasingly difficult;

By way of summary, the model of the short-run market dynamics
presented here specifies a three stage process: initially, a bur-
geoning urban demand promotes the development of é cash crop production
in a money-scarce peasant region. During the second stage, a complex
market system accommodates the distribution of the cash crop by

drawing upon traditional marketing elements and attracting more
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heavily capitalized resourceé from within and without the region.
These differert coroonents of the marketing system develop organi-
zational straiegies to the point that they become accapted behavioral
patterns or eiements of a heterogenecus market structure. In the
third stage, the sat of market structures compete'dynam%bal]y for
control of product and urban markets, and those which display more
organizational efficiency tend to.eliminate the less efficient.

At the prasent level of discussion, the individual efficiency
of the marketing firms has been identified as the principal selec-
tive force structuring the system. However, individual efficiency
may not necessarily imply optimum system effiéiency. This problem
raises broader questions concerning the performance of the market
system conceptualized in this model, and these questions can be
formulated in terms of the hypotheses which the model itself
generates.

The first set of hypotheses addresses the issue of market evolu-
tion, that is, the behavior of the market over the long run:

i) Eventually the market systeh will come to be dominated by large
middlemen, as:iute entrepreneurs with large éapital resources, who are
able to vertically integrate production, assembly, and wholesale
operations.

ii) As the market evolves, the small producer suffers from an
increasingly disadvantageous bargaining position vis a vis the large
intermediary. As the vertically integrated firms gain greater con-

trol over the structure of production, the increased scale of the
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producing unit is encouraged insofar as farmers attempt to reduce
production costs and marketers seek to minimize zssembly costs.
This hypothesis has been advanced.for Northeast 3razil by Forman
and Riegelhaupt (1970), who maintain that the increased "rationalization"
of the marketing system has pressured a commensuréte rationalization
of the pattern of productibn. Consequently, the small producing
peasant faces a bleak future in terms of his agricultural prospectives
and will gradually be forced into a wage-earning category as a mea-
ber of the “"rural proletariat".
i1i) Although the producer does not gain'from the increased scals
of the market enterprise, the consumer in the urktan center does
benefit insofar as reduced marketing costs can be transferred toward
the end of the marketing chain. |

Another hypothesis involves-the role of. the rarket in the
development of peasant agriculture: namely, that the marke: systam
acts as a mechanism of‘capital accumulation in peasant econcmies.
Assuming, as the model does, the difficulty of obtaining signifi-
cant amounts of cash, particularly from an égricu]tural subsistence
pattern, marketing activities provide a major opportunity fpr the
building of capital funds. If this hypothesis can be supported by
the data, then the question turns to whether the capital accumulated
is being reinvested in the peasant region in ways that would pro-
mote agricultural development.

A final set of hypotheses concerns broader performance problems.

The agricultural transformation to an urban-directed cash crop
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expands the flow of income in the peasant region, and it is relevant
to investigate the effect of the marketing system upon the distribu-
tion of that increased wealth. Hence the following hypothesas:

i) The marketing sector--~through m1dd1ehan exp1o1tat1on oT the peasant
producer--corners an inordinate share of th2 inccme generated by

the cash crop production. This hypothesis in fact has two related
.facets. First, marketing participation in the final price paid by
the consumer may be high because farmers suifer from inferior terms
of trade which the middleman can readily exploit to his own advan-
tage. In a related vein, the various marketing agents incur costs
in the perfonnante of necessary marketing functions. In this case,
market margins may be high, but not because of middleman exploita-
tion, but rather due to inefficiencies in the system: poor roads,
high assembly costs, deficient communications, or other factors.

ii) Within the marketing sector itself, the larger firms secure

an ever increasing share of the income generated by the cash crop.
This hypothesis also requires a certain explication. The larger
and smaller firms which éompete horizontally in the producing

region tend to divide the wealth disproportionately as the smaller
firms drop out of the market in the face of mounting competition,

or since the small-volume market agents seem satisfied to perform
the necessary market functions for less. Accordingly, during the
process of market dynamics described by the model, the flow of
wealth turns increasingly toward the larger firm. In terms of

vertical transactions, urban-based wholesalers will tend to
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appropriate a larger share of the generated wealth than the local
middlemen who supply the urban market. Thus much of the locally
produced wealth actually flows out of the peasant region, while
what remains tends to become concentrated in the hands of the
larger enterprises.

None of the above hypotheses can be supported or discounted
a priori; each has to be tested against the data from the actual
mafket systems which meet the conditions of the model, since it it
through this process of‘hybothesis—testing tha tha model itself is
refined and adjusted. However, should an examination of the data
result in an accept;nce of these hypotheses, then several-serious
implications must be carefu]iy considered.

_ Most critically, these hypotheses suggest that the modernization

-of the peasant market can damaﬁe'the'small.peasant producer and
the small market mfdd]eman, even though the consumer may be eventually
benefitted. In broader development terms, the introduction of the
cash crop may result in even greater marginalization of the peasant
if the marketing system pressures the restructuring of the producing
unit along the lines drawn by the hypotheses. In the face of this
possibility, public policy in the marketing sector faces an impor-
tant cha]]e&ge in its development efforts to bolster the position
of the small producer.

Government programs have often.sought to intervene in the mar-
keting system in favor of maintaining the structure of the small

production unit. Frequently, such action has been aimed at eliminating



the inefficient middleman, the traditional scapegoat for the producers'
marketing problems. The argument advanced here portrays the middle-
man within a functional context, that is, in the light of the services
which the middleman provides. The question which must be empirically
decided id whether the cost efficiencies gained by increasing

the scale of the firms or vertically integrating the markgt chain
outﬁeigh the social costs of a greater concentration of incbme

and the declining terms of trade for the sﬁa11 producer.

If, indeed, the preceding séenario represents the socio-eﬁonomic
trade-off which public officials must consider, then perhaps govern-
ment intervention might most profitably be directed toward the
strengthening of the traditional element in the market system or
_providing the peasant prodpcef with a countervailing power mechanism.
This problems will be discussed in gredter detail in the final chapter

of this dissertation.
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