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PREFACE 

The seeds of this work were sown during my stay as a Peace 

Corps Volunteer in Northeast Brazil. I lived in the then sleepy 

village of Guaraciaba do Norte and worked as an agricultural extension-

ist on a commercial vegetable project. By participating ever so 

marginally in the daily mini-dramas that map out the lives of small 

farmers, I came to understand the complexities of survival under less 

than favorable conditions and to appreciate the universal inventiveness 

and flexibility of human actors. 

The vegetable project was a success. A century of tradition 

firmly rooted in fields of sugar cane and mandioc was readily dismissed 

by farmers eager to seek out new opportunities and change their lives. 

And good fortune allowed me to observe this process, to ponder the 

nature of socio-economic development while the farmers continued their 

struggle of existence under new, more promising rules. 

During the course of my stay in Guaraciaba, I chanced to meet 

an agricultural economist touring the region. Contrary to what was 

expected of "experts", especially development experts from industrial 

societies, this individual displayed an uncommon sensitivity for the 

small farmer and his problems. He communicated an understanding of 

the social and political complexities of economic development. Above 

all, he enjoyed the Northeast and showed that he enjoyed learning from 

its culture and its people. 

iix 
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I began graduate school in anthropology as a means of further 

understanding the problems of underdevelopment. To my satisfaction, 

anthropology offered a program sufficiently comprehensive and flexible 

to accommodate my unbending interest in small farmers and their socio

economic improvement. Within anthropology I encountered the means to 

define, operationalize, and systematically relate the institutional 

variables that influence behavior. At the same time, I discovered the 

renowned sympathy that anthropologists hold for their populations of 

study, and it warmed my spirit. 

But as so many of the world's problems are couched in economic 

terms, I began to feel the need for a better understanding of the 

conventional economic wisdom. My friend, the agricultural economist, 

also here at Arizona, introduced me to the world of formal economics 

and to the economist's frame of reference. He encouraged me to be 

multi-disciplinary and challenged me to demonstrate what anthropology 

contributes to the study of development. This study unabashedly accepts 

that challenge. 

When it came time to establish a research problem, I turned 

again to the vegetable producers 1 had known as a Volunteer. They had 

accepted—successfully—a radically different production process with a 

complicated technology: the technical dimensions were under control. 

However, production for a large regional market brought these farmers 

into an unprecedented and qualitatively distinct situation. They 

became subject to the influence of forces from without their rather 

restricted world. It was no longer sufficient to know how to produce, 
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but became necessary to know when to produce and how to sell. New 

organizational exigencies forced these farmers to embrace an economic 

reality much broader and more difficult to understand! thus, I decided 

to research the vegetable marketing system and its effect upon agricul

tural development. 

In the eyes of many, middlemen are paramount villans, and it 

was hard not to make this empirical hypothesis a foregone conclusion. 

Nonetheless, a long period of fieldwork combining both anthropological 

and formal economic methods brought the nature of market interaction 

into a more realistic perspective. Middlemen--more or less 

efficiently—provide services in exchange for a share of product value, 

and both farmers and middlemen devise and elaborate strategies to 

improve their respective positions in that exchange. I argue in this 

study that middleman exploitation is best determined empirically within 

this framework of exchange and trade-off. 

If the initial focus of this research is upon individual market 

strategies, my final concern rests with their long-term effects upon 

the market system. Growth and development are commonly held to be 

synonymous; yet growth without equity tends to create rather than 

resolve socio-economic problems--for both farmers and middlemen. Thus, 

I suggest what direction current trends will take, what the possible 

consequences might be, and what countervailing measures are necessary 

to maintain the viability of small farmers and small middlemen in a 

competitive market. 

As an aside, it bears mention that in recent years Brazil has 
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suffered from rampant inflation. Since many of my analyses deal with 

prices and costs, it is necessary to establish from the outset that I 

have attempted to report all monetary figures in 1978 cruzeiros, which 

during the period of research had an average exchange rate of twenty 

Brazilian cruzeiros (Cr$) for each U.S. dollar. 

Finally, I offer that the complementarity of anthropological 

and economic methods permits a deeper understanding of socio-economic 

behavior. So often X found that the results of, for example, a price 

analysis could only be adequately interpreted by reference to specific 

strategies which middlemen had shared with me. More generally stated, 

quantitative measures of any sort are nothing more nor less than 

reflections of purposive and instrumental human behavior, and whatever 

Insight can be brought to bear upon such behavior is welcome. 1 do not 

question the cross-cultural applicability of formal methods, but ask 

how can these formal tools incorporate institutional variables more 

effectively. Toward this solution, the holistic intensity of anthropo

logical methods has much to offer. 

Dissertations are learning experiences, and I have learned to 

appreciate the many and diverse sources of support that contribute to 

this experience. To Roger Fox, that agricultural economist, my debt of 

gratitude is boundless. I only hope that this dissertation marks the 

beginning of our continued collaboration. Richard N. Henderson and 

Robert Netting sat on my committee and supported me throughout a rather 

long graduate career. Both provided me the benefit of their intellec

tual talents as well as their friendship. I owe special thanks to 
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Theodore E. Downing, who first gave me the opportunity to ply my trade 

and who has shared with me an overriding concern for the plight of 

Latin American farmers. 

Financial support for two years fieldwork in Northeast Brazil 

came from the Bank of the Northeast of Brazil (Banco do Norde3te do 

Brasil. S.A.)f one of the major institutions responsible for the 

development of this long-suffering region. I formally thank Jose 

Nicacio de Oliveira and Jose Alexandre Robatto Orrico for their support 

and for the chance to disseminate the results of my research. I must 

also mention my colleagues in the Bank who taught me more about 

Brazilian political economy than I ever could have gleaned from 

conventional sources: Tales, Enock, Linhares, Meira, Luciano, Timbo, 

Marcello, and Ascanio. I can only be optimistic about the future of 

the Northeast knowing the quality of its people. 

During my fieldwork period, I came to work closely with Luis 

Carlos Regadas, an extensionist assigned to the wholesale fruit and 

vegetable market in Fortaleza (CEASA). Luis Carlos is one of those 

rare individuals who has "vision": a deep sense of morality and 

compassion for the Northeast peasant. Our joint cooperation in an 

analysis of marketing problems in the state of Ceara was one of the 

most rewarding experiences of my life. To Regadas and to his 

equally esteemed colleague, Raimundo Belmino Chaves, I say: "Pra 

frente, Ferrim!" 

Post-fieldwork support also came from the Department of Agri

cultural Economics at Michigan State University through its Alternative 
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Rural Development Strategies Contract with the U.S. Agency for Interna

tional Development. Michael T. Weber was instrumental in arranging 

this support; more importantly, however, his understanding of marketing 

problems as well as his familiarity with the Ibiapaba region have pro

vided me a handy source of thoughtful and constructive criticism. 

Mike's dedication to small farm marketing is an inspiration to all who 

are fortunate enough to work with him. 

There are many people at Arizona who have assisted me—both 

emotionally and intellectually—down this long, arduous road. In the 

Department of Agricultural Economics, I express my gratitude to Jlmmye 

Hillman, Harry Ayer, and Bill Martin. Please forgive me if I never did 

learn quite how to think like an economist. Dorothy Caranchini, 

graduate secretary, has been as a mother to me for the last seven 

years. I know that without her help this project would not have seen 

completion. I thank Grace Clark for her quiet help, especially in the 

tedious task of proof-reading the dissertation. I also thank Maria 

Rodrigues, Jessie Acosta, Barbara Fregoso, and Barbara Harvey for their 

wide range of assistance—including some comic relief—that only very 

competent secretaries provide. Finally, to my co-sufferers, Eric 

Henderson, Alan Sullivan, Thomas McGuire, Harold Dibble, Phil Chase, 

and the others who give this exercise its proper perspective, I look 

forward to continued interaction. 

I save for last my strongest debts. My wife Amelia and my two 

sons, Frederico and Padraic, have made no mean sacrifice toward this 

accomplishment. It is their dissertation as much as mine. Finally, to 



ix 

the farmers and middlemen of Ibiapaba, especially the inhabitants of 

Guaraciaba, who have changed my life so radically, I express profound 

thanks, and I do not for a moment forget: "Quem beber as aguas da Nossa 

Senhora dos Prazeres sempre voltara." 
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ABSTRACT 

This dissertation explores the dynamics of market relationships 

in a regional vegetable market in the Serra da Ibiapaba, Ceara, North

east Brazil. During the last two decades this region has undergone a 

rapid socio-economic transformation involving the widespread adoption 

of intensive cropping patterns and modern farming technology. 

Vegetable, especially tomato, production has increased the economic 

viability of small-farm alternatives; however, farmers now find them

selves caught up in market forces over which they have little control. 

The Ibiapaba vegetable market supplies four large urban markets 

within Brazil's North/Northeast, and the structure of the supply chan

nels to each market varies significantly. Analysis of a middleman 

sample reveals that this market accommodates remarkable diversity— 

small and undercapitalized marketers, large truckowners, and several 

variations between these extremes. Not only is this market open to many 

types of market enterprise, it also provides an opportunity for upward 

mobility, the major mechanism of which is the purchase of a truck. 

The highly perishable nature of vegetable products and the 

organizational exigencies of long distance marketing make this profes

sion extremely risk-laden. Not only do market participants face 

highly variable prices, but also rigid schedule demands. Since these 

products cannot be stored, middlemen must be able to maintain both 

regular supply lines and secure buyers, and they respond to these 

xvii 
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requirements by constantly devising, testing, and revising behavioral 

strategies which minimize such inherent market risks. Evidence suggests 

that different types of middlemen have access to different types of 

strategies: middlemen with abundant resources enjoy definite advan

tages over their less fortunate counterparts. These comparative 

advantages can result in greater financial reward and ultimately in a 

larger share of the market. 

Vegetable farmers also face risks in a market characterized by 

extreme price variation and poor local infrastructure. They also 

confront this instability through the elaboration of behavioral strate

gies which often involve a loss of relative bargaining power with 

middlemen. A comparison of producers from two separate municipios of 

the region reveals the importance of improving information flow to 

farmers. It is critical that farmers increase their marketing skills. 

This dissertation employs both standard economic price analyses 

as well as traditional anthropological methods to account for middleman 

and farmer market behavior. A model of market dynamics outlines the 

process middleman response to new opportunities in the socio-economic 

environment, and generates hypotheses regarding the long-range effects 

of increased market activity within a capitalist framework. The disser

tation concludes with a discussion of market system performance, 

defined not only in terms of the efficient allocation of resources, but 

also with regard to distributional outcomes of market trends. The 

trade-off between market growth and distributional equity is considered 

with respect to the specific characteristics of the Ibiapaba region. 



MARKET DYNAMICS IN PEASANT ECONOMIES 

Notwithstanding the quantum advances in agricultural technology 

during the last few decades, small peasant farmers using traditional, 

age-proven methods continue to produce a large part of the world's food 

supply. The enduring importance of the small producer, unmitigated by 

the spread of agribusiness and multinational plantations, increasingly 

attracts the interest of national agricultural planners in developing 

countries and of social scientists seeking to comprehend the nature of 

the peasant economy. The persistence of the peasant has confounded 

many, including those who confidently predicted in the imminent success 

of the Green Revolution and the country planners who nervously watch 

their burgeoning urban populations depend increasingly upon peasant 

surpluses. Whither the peasant, then, has become a crucial question 

that will undoubtedly affect the destiny of large segments of the 

world's population. 

Unfortunately, the very definition of the peasant has not yet 

achieved a consensus among students of the subject. Anthropologists, 

primarily responsible for the most commonly-held descriptors of peasant 

societies, have presented various criteria in their efforts to identify 

and and specify the peasant type, but no one standard has withstood the 

test of universality. Empirical evidence shows that not all peasants 

are rural, not all depend entirely upon a subsistence livelihood, not 

all are fatalistic, and so on, although these and other characteristics 

have been advanced as definitive. The anthropological literature has 

1 
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tended to focus upon clusters of cultural traits, portraying the pea

sant as a stolid, tradition-bound member of an essentially homogeneous 

community who dutifully subjects personal goals and aspirations to the 

interests of the commonweal (Redfield, 1956). This familiar view of 

the peasantry emphasizes the continuity and changelessness of the 

peasant way of life. The individuals in such societies confront the 

risks and uncertainties of their subsistence with through an unbending 

reliance upon time-tested strategies. Consequently, they are change-

resistant. Even given the opportunity to adopt advantageous 

innovations, the argument follows, the peasant will prefer to pursue 

traditional practices which assure*a safe, if meager, standard of 

living. When the peasant does incorporate an innovation into the 

"little tradition", the change occurs long after the dominant society 

has already assimilated it, thus maintaining the peasant society in 

relative backwardness, a phenomenon described as "cultural lag" 

(Foster, in Potter, Diaz, and Foster, 1967:11). Implicit in this 

theoretical construct is the belief that the peasant individual posse

sses a distinct and unique nature, a "limited good" Weltanschauung 

which stifles individual initiative and encourages conformity to the 

dictates of tradition. 

Moreover, anthropological descriptions of the peasant society 

imply that the amount of intragroup variation is negligible. Once 

individualistic tendencies have yielded to the set of contraints which 

socio-cultural institutions impose, individual goals become stipulated 

by the society itself. Whatever socio-economic differences emergent 

within the group are handled by social mechanisms--such as the wealth-
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leveling cargo system—which operate to countervail the differentiating 

tendencies and restore the society to its homogeneous equilibrium, A 

quite different thesis will be offered here, to the effect that all 

peasant societies, by definition, are caught—perhaps involuntarily, 

but nonetheless irrevocably—in the current of change. 

This dissertation begins with a fundamental assumption. The 

peasantry constitutes an empirically observable, non-urban segment of 

the population which occupies a structurally marginal position in 

relation to a broader, dominant society, usually a nation-state. Or, 

following Wolf (1966:11), "...it is only when a cultivator is inte

grated into a society with a 3tate—that is, when the cultivator 

becomes subject to the demands and sanctions of power-holders outside 

his social stratum—that we can appropriately speak of peasantry." 

This marginal relationship to the dominant society is reflected basi

cally in a lack of control over the essential socio-economic decisions 

which affect the peasantry as a group. 

That the peasant, in a social structural sense, suffers the 

domination of superior political and economic forces in society does 

not imply a basic passivity in the peasant individual. On the con

trary, another guiding assumption of the analysis presented here 

depicts the individual in peasant society as one who strives for the 

betterment of self and family as intensely and creatively as any other 

human being might. He/she explores and exploits alternative oppor

tunities as they become available for incorporation into specific 

behavioral strategies. This basic assertion suggests that resistances 



to change identified in peasant society derive not from the peasants 

attachment to a demanding socio-cultural tradition, but rather from the 

lack of practical alternative opportunities in the socio-economic 

environment. Beneath the placid surface described by many scholars, 

the peasant society evinces a tremendous dynamism in the sense that 

individuals constantly test their behavioral strategies over the short 

run and in the sense that specific evolution, i.e., more permanent 

change, occurs over longer periods of time. 

Thu3, at the most general level of analysis, the two variables 

which orient the theoretical thrust of this study are the relationship 

of peasants to encompassing nation-states and the strategizing nature 

of the peasant individual. The interaction of these two factors in 

empirical situations provides the format for a consideration of the 

dynamics of peasant society. 

The nature of the relationship that ties the peasant to a 

broader nation-state varies from society to society. In each case, 

however, this relationship structures the socio-economic environment 

and the available opportunities therein. The influence of the nation-

state can either constrain peasant opportunities or expand them and may 

operate either through private entrepreneurs or through government 

intervention. Moreover, different spheres of peasant life—the social, 

cultural, and economic—may be differentially affected by the parti

cular characteristics of peasant linkages to a centralized polity. 

Each individual society, therefore, must be analyzed with respect to 

the nature of its structural relationship, since this factor largely 

determines peasant opportunities and sets the course of social 
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dynamics. 

This conceptual approach to peasant society holds important 

implications for the analysis of intra-group variability and hetero

geneity. As individuals strive to achieve their goals and objectives, 

success is differentially afforded and socially defined formal or 

informal differences will reflect this fact. As the dominant society 

increases the alternatives available in the socio-economic environment, 

these differences are either altered or intensified, especially if the 

opportunities attract non-peasant intrusion. Therefore, the interaction 

of individuals with a given opportunity set gives rise to a more 

socially and economically hetergeneous society which tends to become 

more so to the extent that nation-state relationships change. 

The most pervasive mechanism which determines the linkages of 

the peasant segment to the nation-state is the market (Nash. 1966; Le 

Clair and Schneider, 1969; Tax, 1953» among others). As a market (or 

as some would have it, the market principle) gains prominence in a 

given society, thus becoming the major medium of economic transaction, 

two qualitative changes in interpersonal relationships occur. First, 

the market creates dependence, both at the consumption end as inhabi

tants develop a need for manufactured items and the necessary 

purchasing power to acquire them; and at the production end as the 

farmer reorganizes production strategies to find a salable crop. In 

this situation, the peasants livelihood becomes subject to the vicis

situdes of product and factor markets, supply and demand situations, 

price variations, etc., all of which lie outside his immediate domain. 
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Secondly, the penetration of markets into a given peasant 

region affects the opportunities in the socio-economic environment, 

usually in a fashion 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 adopt. But regardless of the 

distributional isssue, the market engenders a set of formal ties with 

elements outside of the peasant group. 

The market system itself has a defined, observable structure 

and in its institutional role of distributing products, inputs, and 

consumer goods, follows its own internal dynamics. Over a short run, 

market mechanisms adjust to variations of supply and demand; over the 

long run, the structure evolves as market practices favor one or 

another trajectory. In either case, these dynamics are predicated upon 

individual participants acting and reacting, organizing and reorgani

zing their market plans. 

To the extent that the market integrates the peasant society 

into a broader economic context, its evolution will greatly.influence 

the direction taken by the peasant economy as a whole. Especially with 

regard to the product market, to which the peasant producer responds 

most immediately, the distributional channnels which connect producer 

and consumer act to transmit information back and forth alerting the 

producer to what should be planted and when. The efficiency with which 

these messages are sent, received, and responded to determine the 

future of the peasant enterprise as well as its position relative to 

non-peasant producers. 
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The development of market economies within agricultural socie

ties accompanies an increasing shift toward the production of cash 

crops. As such, markets pave the way for a capitalist institutionali

zation of the region. The heightened economic activity which 

characterizes a new product market offers the opportunity for capital 

accumulation and investment. Whether the individuals who react to the 

new environment emerge from the peasant class or elsewhere depends upon 

the nature of the structural relationship that exists in the society: 

the control over the means of production, the entrepreneurial abilities 

of the individuals involved, the size of the rewards expected, and so 

forth. Whatever the stratum of society which produces the new 

"capitalists," the changes reverberate throughout the society as a 

whole, altering inexorably its character. 

Ultimately the long term tendencies of the market help shape 

the destiny peasant producers as a class. Does the peasant become more 

Integrated into the economic system or even more marginal to it? Is 

the wealth generated by the commercial crop distributed equally among 

producers? Do the peasants improve their socio-economic position over 

the long run? These questions, critical to a discussion of the future 

of the peasantry, imply that an understanding of market dynamics can 

provide microcosmic insights into the future of the peasantry itself. 

In sum, the peasant society envisaged here contains two basic 

sources of both dynamism and heterogeneity. On one hand, a structural 

relationship with the nation-state (the content of which must be 

empirically verified) determines what opportunities are available and 
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to whom. Changes In this relationship, originating either from within 

or without, inject an inherent instability into peasant society. On 

the other hand, the resourceful nature of the individual peasant pro

vides a very specific stimulus. As peasants encounter differential 

success in the attempts to improve their lot, socio-economic diversity 

within the society is increased. 

The interaction of the individual strategies for "success" 

(culturally defined) with the available opportunity set creates a 

situation of flux with consequences which prevail over short and long 

term spans. A major instrument in this interplay of forces—individual 

and structural—is the market. A vigorous market realigns structural 

relationships and alters the opportunities available to peasant indivi

duals. Ultimately, the evolution of the market influences the fate of 

the peasant, either producer or marketer. With this broad conceptual 

scheme, therefore, a more specific set of theoretical problems can be 

traced. 

The Problem; A Contextual PAgcussion 

This dissertation attempts to delineate the dynamics of a 

peasant market in a well-defined region of Northeast Brazil. More 

precisely, the initial task entails the identification of the behavi

oral strategies which fuel the dynamics of the system. The effects of 

these strategies are then related to the overall evolution of the 

market and, by extension, to the peasant economy as a whole. A descrip

tive model of this process will be presented along with the argument 

that under conditions specified by the model, similar relationships 
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will obtain in peasant economies other than the one under study. 

Anthropologists have generally ignored the question of the 

dynamics of market systems. With several notable exceptions (e.g., 

Smith, 1976; Forman and Riegelhaupt, 1970), peasant market scholars 

have restricted the scope of their efforts to descriptive accounts 

without a systematic theoretical stance, or have preferred to deal with 

problems of cross-cultural definitions. In fact, market studies along 

with all of economic anthropology suffered the chronic throes of the 

intramural formalist-substantivist controversy during which many ill

defined questions concerning the use of Western market models took 

precedence over problem-oriented research (the issues of this contro

versy can be found in Cook, 1966; Sahlins, 1969, 1972; Polanyi, 1957; 

LeClair and Schneider, 1968; and especially, Frankenberg, in Firth, 

1967). The fact that so few societies still remain untouched by market 

influences and that so many face radical changes due precisely to the 

expansion of market systems did not serve to inspire a higher, more 

practical level of dialogue. 

The collection of papers on African markets, edited by Bohannon 

and Dalton (1962), provides a telling example. Presented from a funda

mentally substantivist perspective, Markets ~ Africa covered an 

impressive range of case studies, but dealt with the material in a very 

limited, almost purely descriptive fashion. Each study focussed upon 

the market system of a specific tribe or region taking care to identify 

the participants in the market, the channels of exchange for the 

diverse products, and the social factors which influenced or which were 
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influenced by market behavior. More importantly, however, most of the 

papers sought to provide a developmental outline of their respective 

subject matter, emphasizing the changes which occurred with the advent 

of European rule over the African continent. 

Unfortunately, the potentially powerful time depth and the 

wealth of description contained in these studies do not contribute 

toward a theory of market evolution, but rather to a weak substantivist 

typology of African economic systems. The editors argue that the 

African landscape offers a broad range of diverse examples, from the 

marketless societies where essentially no trading occurs to Western

like markets at another extreme, with the intermedial "peripheral" 

markets, that is, marketplaces without the organizing market principle. 

Untouched by the forces of supply and demand, price incentives, and 

allocation problems, the peripheral market fulfills roles which are as 

much social as economic in content. 

When, however, one reviews the case studies, the patterning of 

the peripheral markets suggest an internal logic. They emerge shortly 

after European contact and through time tend to behave more like 

"normal," Western markets. Furthermore, the rapidity of the process 

appears ultimately tied to the nature of the relationship which the 

African group has with the dominant society. Where economic activity 

is more intense, the peripheral market transforms with greater celer

ity. This pattern permits the modest observation that while 

empirically the market principle may not operate efficiently within the 

peripheral market, the reason lies in organizational problems and not 

in some qualitative difference in this particular market type. 
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Markets, for whatever convenient social functions they may 

perform, exist primarily to govern the exchange of goods and services, 

so that those who possess in abundance might meet with those whose 

needs have gone unmet. To institute these meetings with regularity and 

pattern, the establishment of information channels and the organization 

of participants become unconditional necessities which develop through 

time as alternative strategies are tested and adjusted. What Bohannon 

and Dalton see as a distinct type, then, could well be interpreted 

dynamically as a transitional phase in the evolution of a "principled" 

market, this process being directly affected by the role of the domi

nant state and its economic policies. 

In many ways a parallel to the Africa volume, the collection of 

studies on the Oaxaca peasant market, edited by Cook and Diskin (1975)t 

also places heavy emphasis upon detailed description while any concep

tual synthesis remains only dimly hinted at. Again, the distinction 

between marketplace and market principle figures as the guiding 

insight, as the authors attempt to verify with ethnographic evidence 

the existence of active market places not organized by exchange princi

ples. But the result appears specious and unconvincing. 

The Valley of Oaxaca is comprised of a system of villages 

located, in different ecological niches. As such, regional production 

is highly diversified and village production commensurably specialized. 

Since no village meets the criteria of complete self-sufficiency, 

consumption needs are met through the marketing system, specifically a 

schedule of hierarchically ordered village marketplaces which convene 
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buyers and sellers on pre-arranged days of the week. As the ease 

studies of these marketplaces demonstrate, a rather sophisticated 

structure channels goods and services throughout the region, a feature 

of the market suggesting intricately organized middlemen f regatones) 

and highly perceptive producers. However, the theoretical articlesin 

the volume shed no light on the dynamics of this organization nor on 

the middleman-producer relationships which underpin it. Instead the 

data dangle freely for want of a common theme, while the editors dis

cuss how like or unlike the Oaxacan market is to capitalist markets. 

The Oaxacan data receive a more consistent analytical treatment 

in the work of Beals (1975). Here the author focusses upon the parti

cipants of the market and their strategies in both the productive and 

distributive sectors. In Beals' interpretation, the peasant producer 

does respond to market incentives and actively attempts to improve his 

position within the market, although his market needs may be directed 

by social goals. More importantly, Beals deals with the complex 

changes brought about by the interregional trade (both in-coming and 

out-coming) and locates these modifications within a broader context of 

the evolution of the Oaxacan market. 

The Valley of Oaxaca has begun to face both external and inter

nal pressures which open the system up to the influences of 

interregional and national market channels. No longer does the peasant 

produce only for Valley neighbors nor does the Valley fully satisfy the 

individual peasant's needs. Through the cultivation of important cash 

crops (e^g., coffee) and through the emergence of truckers, large 

wholesalers, a wider variety of manufactured items, and government 
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incentives, the Valley resident has become inescapably embroiled in 

interregional currents. In his assessment of a rapidly changing socio

economic environment, Beals perceives the Oaxacan peasant as a resi

lient strategist attuned to his market and quick to appreciate its 

dynamics: 

What is more important is that the marketing system provides 
many options and alternatives and that peasants make their 
economic decisions in the light of their knowledge of them. In 
selecting his occupational role combinations and in choosing 
what crops he will plant, including his decision concerning the 
ratio of subsistence to cash crops, the Oaxaca peasant has make 
rational judgments based on market considerations. People who 
elect to maximize the subsistence aspects of their economic 
activities do so, not because they are unaware of alternatives, 
but because they either cannot find ways to take advantage of 
them or are fearful of the consequences of failure if they 
change their economic strategies. Even those peasants who 
elect for minimum involvement in the market are still market-
oriented (Beals, 1975:261). 

The limited value of the broadly descriptive market studies on 

Africa and Oaxaca forcefully argues for a more problem-oriented 

approach to the analysis of peasant markets. While an ethnography of 

the marketplace constitutes an important component of any market 

research, a more complete understanding of market behavior demands an 

analytical focus upon the relationships among market participants. As 

a logical starting point, the interaction of producers with middlemen 

and middlemen with middlemen will effectively throw light upon the 

workings of the system as a whole. Without a perspective on the socio

economic relationships which comprise a market, the analysis will 

suffer from its own superficiality. 

Anthropologists and other scholars who have adopted an inter

actional approach have made substantial contributions to the study of 
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market middlemen, long held to be the bane of peasant market systems. 

From his well-known work on the Haitian markets, Sidney Mintz offers a 

detailed socio-economic portrait of market middlemen or, in this case, 

market women, whose ingenious strategies give the system its tremendous 

dynamism and flexibility (Mintz, 1957; 1959; 1961; in Firth and Yamey, 

196H). 

Haiti, as a capital-scarce, labor-abundant agricultural coun

try, represents for Mintz an archetypal peasant society. Early in life 

women are encouraged to enter market activities as a complementary 

source of income for the family, and they face the immediate difficul

ties of grueling competition and mlniscule amounts of capital. 

However, they respond with amazing entrepreneurial capacities: 

Because the competition for places within the sphere of 
marketing activity is intense, Haitian women must use their 
wits, strength and endurance to find and hold stakes in the 
intermediation process. The competition reveals itself in the 
great resourcefulness of these women, their readiness to render 
any reasonable economic service in the search for financial 
advancement. The two most important services rendered by inter
mediaries appear to be transport and the bulking and bulk-
breaking of produce. But in addition, market women undertake 
such tasks as processing...commlssion buying and selling, run
ning errands, conveying marketing intelligence, money-lending, 
and so on (Mintz, in Firth and Yamey, 1964: 269). 

Under the pressure of capital constraints and intense competi

tion, the Haitian marketers rely upon pratik relationships to etch out 

a commercial niche in the market. Simply stated, the pratik is a quid 

pro quo in which the revendeuse offers a special bargain to certain 

customers in return for their steady business. Under this informal 

agreement, the buyers gain a lower price for their goods or an added 

measure of merchandise while the sellers build up a more profitable 
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scale of operation. Mintz suggests that without this highly personal

ized institution and the hard-working disposition of the women, it 

would not be possible for a marketer to turn a working capital of a few 

pennies into a several hundred dollar enterprise, as Mintz* research 

has documented. 

The importance of the Haitian (and Jamaican) market studies 

lies in its emphasis upon market participants, in this case, middlemen, 

and their market relationships. Not surprisingly, similar practices 

with similar functions have been identified in other capital-scarce 

markets, e.g., the basela. an added measure provided special customers 

in the Copperbelt markets of Africa (Miracle, in Bohannon and Dalton, 

1962); the suki relationships in Philippine markets (Davis, 1973)* 

Indeed, in Northeast Brazil, the Portuguese term for "customer" 

(fregues) also implies a set of mutual obligations on the part of buyer 

and seller. 

Another salient contribution of Mintz1 work involves his refu

sal to endorse the traditionally negative image of the middleman. Not 

only do the market women demonstrate a great deal of cleverness, they 

provide services crucial to the distribution of goods throughout the 

economy and do so for a paltry remuneration. The commonly-held belief 

that middlemen enrich themselves through the exploitation of producer 

labor cannot be substantiated in the Haitian or Jamaican cases (see 

also, Dewey, 1962, for a similar conclusion on Java marketing). Hence 

the admonition that middleman exploitation cannot be accepted axiomati-

cally but must be verified in each empirical instance. 
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Other ethnographic examples portray middleman behavior in a 

less favorable light. Ortiz (1967> 1973)* in her examination of the 

decision-making processes of the Paez Indians of San Andrea, Colombia, 

considers the non-Indian coffee buyers in a highly negative light. 

According to her interpretation, the intrusion of capitalistic markets 

into the region has resulted in highly undesirable consequences for the 

Paez, who through the person of the urban middleman are now tied to and 

dependent upon a system over which they have little control: 

The trader is in a special position within the community 
which allows him to monopolize information and thus either to 
be in a position of power or to create a belief about his 
power, which gives him an advantage in a bargaining relation
ship...There is little competition amongst traders" (Ortiz, 
1973:224). 

The Paez have become so distrustful of this outside influence imposed 

by the market system that they distribute subsistence goods through 

distinct and personalized exchange channels rather than place them in a 

risky and uncertain market. 

These rather divergent opinions concerning the influence of 

market agents and their roles in the market system pinpoints the 

"necessary evil" image that accompanies middlemen in peasant economies 

(Schuh, 1970:293; Wharton, 1962:24). From a theoretical perspective, 

Wharton (1962) describes the case of monopsonistic behavior on the part 

of middlemen. Monopsony refers to a market situation in which sellers 

have but a single possible outlet for their product, this buyer being 

the monopsonist. Wharton points out that monopsonistic conditions 

occur most readily when producers face an inelastic supply schedule, 

i.e., when they must sell their product at the price which is offered. 
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However, this condition does not by itself lead to middleman exploita

tion, and here Wharton looks to the nature of the relations between 

market participants: 

...monopsonized markets are usually characterized by 
inelasticity of supply of the factor or service, but not all 
inelastic supply schedules lead automatically to monopsony... 
The sufficient condition is that certain power factorsT singly 
or in combination must be strong enough to facilitate the 
reaping of monopsony gains (Wharton, 1962:27)* 

Also in a theoretical vein, Chaturvedi has argued that middle

men monopolize market information and employ their power to unscrupu

lously take advantage of production inefficiencies caused by low 

surplus availability and insufficient credit accessibility: "The 

middleman does not only play a self-seeking role but also exploits the 

poverty, ignorance, and utterly disorganized state of farm producers. 

The worst happens when the two functions—that of the middleman and 

that of the lender—are combined in the same person" (Chaturvedi, 

1959:122). 

On the other hand, Ward (in Potter, Diaz, and Foster, 1967:139) 

maintains that the provisioning of credit bymiddlemen fulfills a need 

which no other can or will perform. She argues that..."the credit 

system acts as a kind of lubricant which keeps the machinery of produc

tion going. Thus the export of primary produce depends as much upon 

the rural retailers and midddlernen as it does upon the peasant small 

holders" (Ward, 1967:139). 

Such contradictory evaluations of the role of the middleman 

reflects in part the paucity of empirical studies which systematically 

investigate middleman-producer relations or which specify the dynamic 
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behavior of middlemen within the system. That market margins seem 

high, that the intermediary extends credit, or that monopsonistic 

structures exist, do not necessarily indicate market exploitation of 

the producer. Such conclusions require a more complete understanding 

of the conditions under which middlemen operate, and of the changing 

position of the marketers as they interact with producers and 

colleagues. This study directly addresses this issue by focussing upon 

market relationships. 

A discussion of market relationships ultimately must lead to 

the issue of the Integrative function of the market. When seen from a 

broader perspective, the market incorporates producers, middlemen, and 

consumers into structural networks that define the regional peasant 

economy. Building upon the pioneering work of Skinner (1964), Carol 

Smith has developed a methodological approach to the static study of 

regional market structures as they are distributee over space (princi

pally, 1972). 

Using the formal central place model, Smith has compared the 

spatial distribution of western Guatemala marketplaces against the 

predicted central place patterns. Whereas certain regions (e.g., the 

central highlands) conform to the expected hexagonal development, other 

regions do not, and Smith sets herself the task of identifying the 

distorting variables. She first discovers a dual-leveled market system 

in which Indian goods flow through hierarchical channels to rural 

bulking centers (RBC's), while at the same time, manufactured and 

imported items are marketed through urban retail centers (URC's) and 

long-distance traders. As Smith asserts...nthese two institutions are 
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not just different levels of economic organization, they are different 

kinds of centers whose interrelationship affects—-and to some extent 

distorts--central place development in Guatemala" (Smith, 1972:349). 

This system duality Smith explains by reference to variables of politi

cal control, ethnic relations, peasant organization, in short, vari

ables which largely define the peasant's structural position within the 

economy. 

More recently, Smith has refined her integrative arguments by 

demonstating that different social, political, and economic relation

ships alter the locational model in predictably regular patterns. As 

an example, primate systems, i.e., those in which the regional market 

is dominated by a single, powerful urban center, tend to appear in 

areas where political and economic control over the peasant has res

tricted peasant opportunity and reduced local alternatives: 

The conditions that seem most important for the development 
and maintenance of primate marketing systems in the southern 
lowlands of Guatemala are these: (1) local trade is so monopo
lized by urban merchants and outsiders that peasant 
participation in commerce is nil, (2) most productive resources 
are held by large-scale enterprises with interests outside the 
local economy, (3) displacement of small-scale food producers 
by more Nationalized1 agriculture has created dependence of 
the area on nearby, less developed, economies for food and 
labor, and (4) the scale and specialization of-production is 
such that it has created dependence on the area on distant, 
more developed, economies for markets'' (Smith, in Halperin and 
Dow, 1977:135). 

That the relationships between market participants and the 

nature of economic and political ties are reflected spatially in the 

distribution of marketplaces within a given region constitutes a signi

ficant contribution to the understanding of peasant markets. Smith has 
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structure and peasant integration in the wider nation-state. However, 

it is not always easy to sort out the directionality of cause in 

Smith's market model. Are the socio-economic and political "conditions" 

associated with each market structure the determinants or the conse

quences of the market? To illustrate with an example Smith herself 

employs, the staple food market of Northeast Brazil is presented as a 

primate system, and Smith suggests that landholding patterns and pro

duction for export have created a primate structure. However, the 

argument of Forman and Riegelhaupt (1970), upon whose data Smith 

relies, seem to reverse the direction of the causal variables by attri

buting the market system a determining role in the emergence of an 

economic and political elite in the interior of the Northeast. 

Perhaps the difficulty can be traced to the strictly static 

approach of the locational model. In a real world of dynamic interac

tion, market structures are formed as individuals within a specific 

socio-economic context strive toward the fulfillment of their personal 

goals, economic and otherwise. To ignore the vital role of these 

individual actors in the shaping of a regional economic system is to 

sacrifice a comprehension of the change which all market economies 

undergo. 

This dissertation, in its formulation of the research problem, 

combines a focus upon the activities and the strategies of market 

middlemen (and producers in their role as marketers) with a sensitivity 

for the economic flexibility which a particular socio-economic environ

ment allows. This vantage point permits access to the dynamics of a 
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marketing system and the methodological framework from which to consi

der the effects of the market upon the peasant economy. 

The body of literature within economics has also contributed 

significantly to the definition of the problem to be considered here. 

Most conceptual treatises on agricultural markets in peasant societies 

emphasize the systematic relationships of marketing and production 

activities (Harrison, et al.,197*0. But from a thoroughly practical 

and problem-oriented perspective, economists also agree that the role 

of the peasant market is to stimulate production, which in turn stimu

lates consumption in a feedback fashion. Thus the development of the 

production system is contingent upon the markets ability to distribute 

commodities, to allocate factors of production, and to channel informa

tion between producers and consumers. As Riley and Weber have 

articulated the argument: "There seems to be a growing consensus among 

agricultural economists that aligns with the broader, more dynamic view 

of marketing as a major element in the development of the agricultural 

sector and in coordinating agriculture with growth and development in 

other sectors" (Riley and Weber, 1979:4). 

The critical feature of a peasant (or any other) marketing 

system is its efficiency in performing the coordinating role within the 

economy. That is, the efficient market renders its distributive ser

vices (matching consumer demand with producer supply over time and 

space) at the least possible cost and with an optimum combination of 

resources. If, as it is frequently assumed, peasant markets display 

egregious inefficiencies either in the provisioning of services or in 
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the cost of services (e.g., high middleman profits), then both produ

cers and consumers suffer. It follows that efforts to improve the 

market system will, if successful, reward the farmer with a higher 

price, provide incentives for increased production, supply the consumer 

with a cheaper product, and generally stimulate agricultural develop

ment (Fox, 1978; Fox and Weber, 1979; Mellor, 1966; Abbott, 1967). 

The systematic analysis of market efficiency has been methodo

logically developed within the structure-conduct-performance paradigm 

of industrial organization theory (Bain, 1968). Market structure, as 

originally formulated, describes the concentration of buyers and sel

lers, the relationships between various market participants, the degree 

of product differentiation, and the barriers to entry. These struc

tural variables directly determine the conduct of marketers, that is, 

their behavioral strategies, pricing policies, and production deci

sions, and so forth. The tangible results of this conduct—prices, 

profits and losses, product improvement, etc.—constitute market per

formance. 

Although economists acknowledge that performance variables may 

Indeed come to influence structure, the major lines of causality go 

from structure to performance with conduct comprising the intervening 

component. Thus many studies (e.g., Imel, et al., 1972) follow a 

research design in which the structural data are juxtaposed with per

formance variables in such a way to permit the drawing of inferences 

regarding the system's efficiency. 

Two major difficulties hamper the application of this framework 

to peasant markets. First, the realities of research often blur the 
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distinction between conduct and performance (Pritchard, 1969:80). 

Pritchard argues that the conduct variable "is obvious" from its 

performance realization: a price series (performance) implies a pricing 

policy (conduct). However, in peasant societies pricing strategies of 

middlemen provide important insights into market inefficiencies which 

are not immediately apparent in the analysis of price data. 

Second, the concept of performance requires modification in its 

application to the peasant context. The fact that performance and 

market efficiency are equated entails a normative decision on the part 

of the researcher. The fact that markets either perform poorly or 

efficiently is not disputed. However, it has already been established 

that markets affect the economy as a whole, not just the cost effi

ciency of product distribution (Shaffer, 1979). An efficient market 

may indeed prove inadequate in achieving, for example, wealth distribu

tion goals. For each system, therefore, the various performance 

criteria must be carefully selected and evaluated. 

The empirical peasant market studies of economists follow a 

pragmatic problem focus in that they tend to address questions of 

efficiency within a policy framework. Despite the common complaints 

against peasant markets that the demand for goods is inadequate, the 

infrastructure underdeveloped, and the middlemen exploitive, much of 

the evidence demonstrates the opposite (I draw from two major classics: 

Jones, 1972, on African markets, and Lele, 1971» on Indian markets). 

In tropical Africa and India, price analysis suggests that basic 

staples are being adequately distributed to meet demand at prices which 
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reflect true marketing costs. Moreover, spatial differences in price 

are generally equivalent to the differences in transport expenditures 

and temporal differences in price do not exceed the costs of storage. 

Following this criteria of performance, then, these African and Indian 

markets can be Judged efficient. 

From the data on marketing margins, the African and Indian 

markets studied by Jones and Lele, respectively, do not appear to 

reward their middlemen with excessive profits. Both authors assign a 

positive value to the role of the middleman his/her commercial profes

sionalism (see also another classic study of African markets, Bauer, 

195*1, for a similar conclusion). 

As indicative of most regional market studies, the approach 

taken by Jones and Lele precludes a systemtic analysis of the micro-

level behavioral strategies of the market participants. Rather, their 

treatment of market conduct is inferred from price and cost materials. 

This breadth of focus sacrifices a clearer appreciation of the marke

ting dynamics and fails to take into consideration the distribution of 

product value among market participants, producers and middlemen. In 

short, a simple evaluation of market efficiency stills leaves much 

interesting ground uncovered. 

As the scope of any market analysis narrows, greater detail is 

obtained. For example, Shwedel (1977) discovered in Costa Rican potato 

production and marketing the existence of unique farm subsystems: a 

large-farm subsystem (LFSS) and a small-farm subsystem (SFSS). These 

two categories dichotomize both middlemen and producers not only on the 

basis of economic variables, but also social and psychological criteria 
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such as the level of education, aversion to risk, access to policy 

makers, and a cluster of attitudinal variables. Due to the labor-

intensive nature of their production activities, the smaller farmers 

could produce potatoes at a lower per unit cost; however, this apparent 

advantage disappeared in the marketing channels of the SFSS, which 

exacted higher costs in handling, transportation, and middleman mar

gins. As a result of this study, Shwedel obtains a careful and 

insightful description of the dynamics of the potato market, although 

the long-range implications of his analysis are not adequately 

addressed. 

The Brazilian market study proposed here attempts to integrate 

anthropological and economic approaches to market analysis both in 

terms of the problem definition and the methodology. I believe the 

justification for this theoretical cross-pollenization is strong. 

First, markets and price systems strongly influence economic decisions 

in peasant societies, although such price information may indeed be 

distorted by deficient channels or advantaged participants. The formal 

methods developed in micro-economic analysis can discern whether price 

mechanisms are allocating factors and products in an efficient manner. 

The economic model also provides the tools for the evaluation of compe

tition and middleman margins, if applied judiciously. 

On the other hand, the holistic approach of the anthropologist 

contextualizes economic behavior within the social environment of the 

participants and offers an insight into the minutiae of human behavior. 

Anthropologists concern themselves with the range of variables which 
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impinge upon market demeanor, and by following the flow of the market 

first-hand can better evaluate both the changing behavioral strategies 

of the people involved and the distributional consequences of this 

behavior. The preceding discussion intended to underline the commonal

ity of purpose which characterizes both anthropological and economic 

market studies. It is now argued that a combination of these perspec

tives promotes in a complementary fashion a more comprehensive analysis 

of peasant markets and peasant economies. 

In fact, no one theoretical persuasion can claim exclusive 

rights to the study of peasant markets. Because of the the complexity 

and variability which peasant markets display empirically, the theore

tical concept itself avoids facile classification. Such commonly-held 

features as atomistic, small-volume turnover, inefficient, etc., have 

not risen to the empirical test (Garcia, 1978; Pinthong, 1977; Jones, 

1972; Lele, 1971). Carol Smith has argued that in certain types of 

peasant markets, peasants do not even participate as marketers! Thus 

to those who would posit a simple-complex dichotomy between peasant and 

modern markets, there stands a wealth of evidence in opposition. As in 

the case of the Costa Rica and Oaxaca, among others, peasant market 

systems are more of often than not multi-structured and complex. 

The reality described and analyzed as a peasant marketing 

system can best be conceptualized in terms of its own dynamics, as a 

market in the process of evolution. In contrast to the perspective 

that advances the dominance of tradition over peasant socio-economic 

life, peasant markets appear rather to combine eclectic elements of an 

economy where subsistence needs are regionally met, where production 
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and marketing decisions are affected by relatively predictable factors, 

and where market exchange performs a minor role in the organization of 

economic behavior (Polanyi, 1957; Sahlins, 1972), with elements of an 

economy where consumers demand nationally and internationally manufac

tured goods, production decisions are influenced by extraneous factors, 

and market exchange dominates economic behavior. 

The particular mix of elements that describes a specific marke

ting system will depend entirely upon the relationship of the given 

society with the encompassing nation-state and upon the economic alter

natives open to peasant individuals. Whatever the combination, these 

elements do not coexist but compete. This is an important source of 

the instability that underpins peasant existence. 

This dissertation confronts the problem of translating the 

dynamics of the peasant market system into patterns of human economic 

behavior. As participants in a market situation pursue goals, create 

and recreate organizational strategies aimed at diminishing risks and 

uncertainties, patterned behaviors begin to emerge. Since competing 

behavioral patterns exist within the same system—including those 

labeled "traditional" and those labeled "modern"—the market displays a 

heterogeneity of structure. The same commodity may pass through diffe

rent market channels on its way toward consuming centers or different 

commodities may enter distinct "spheres" of the market. It is this 

market complexity that demands systematic analysis. 

Through time, the long-run patterns of the system begin to 

crystallize. Competing strategies eventually sort out the successful 
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from inefficient and a definite system-level pattern becomes discern

ible. Until this point, however, the peasant market can only be 

interpreted as a highly fluid and differentiated system. And, it is 

argued, knowledge of the short-run dynamics of the system, that is, of 

the strategies participants devise to meet day-to-day problems, illumi

nates the eventual trajectory of market evolution. 

Peasant markets will vary according to the relationship which 

specific peasant society maintains with its dominant nation-state. 

Changes in land tenure patterns, the introduction of an intensively 

cultivated cash 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. In each case, it is imperative 

that the content of the structural relationship be specified. 

Conditions For A Conceptual Model of Market Dynamics 

The short-run dynamics of peasant markets depict the day-by-day 

routine movement of merchandise from the area of production to points 

of consumption. This movement includes the assembly, pricing, grading, 

packaging, transportation, debulking, and resale of a commodity or a 

set of commodities. The strategies by which participants manipulate 

their socio-economic environment contribute to the dynamic nature of 

these activities. Long-run dynamics, in comparison, consist of the 

structural consequences of the competition between organizational stra

tegies. Such evolution can occur rapidly or very slowly, depending 

once again upon the opportunity set that defines the socio-economic 
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environment. 

The variability found in peasant societies around the world 

results from the structural circumstances that define the position of 

each peasant economy within a larger and dominant society. No single 

model can purport to be applicable to all empirically identified pea

sant markets. Thus, a conceptual representation of market dynamics 

requires the specification of the types of peasant economies to which 

the model may be applied. The conditions which follow establish such 

limits of valid applicability. 

i) The initial condition of this model requires a well-defined 

rural peasant class for which off-farm alternatives are virtually non

existent. There is little access to money resources. This scarcity of 

money reflects principally the poor income-generating power and the 

extremely low opportunity cost of subsistence agriculture. The inade

quacy of the educational structure limits succeeding generations of 

peasants almost exclusively to a career in agriculture. Thus in socie

ties characterized by high rates of temporary or seasonal outmigration, 

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 societies, this condition readily obtains. Stu

dents of the peasantry consistently emphasize the unavailability of 

cash resources (Tax, 1953). Furthermore, the peasant producer has 

strong economic and cultural ties to his homestead and home region, 

even when the land he works belongs to another. The producer is loathe 

to abandon the skein of familiar relationships within which he was 
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raised, and his land has a high sentimental value. The decision to 

migrate is made only under situations of exteme economic duress. 

ii) The second condition states that the peasant society is part of 

a well-defined regional economy organized by the money-based exchange 

of commodities and services. Individual farmers depend predominantly 

upon production for the market. Although subsistence activities may in 

fact still constitute an important component of peasant survival, the 

necessity for cash makes production for sale an accepted economic fact 

of life. Thus the market price for commodities affects the producer's 

livelihood in a critical manner. Again, most peasant economies meet 

this condition readily. 

iii) The third condition stipulates that the dominant society exert a 

strong influence upon the peasant class, principally through the spread 

of a capitalist mode of production. Internally, the peasant sector may 

be organized along traditional lines in the sense that landlord absen

teeism and sharecropper production still prevail. At the same time, 

however, external economic relations with the dominant society occa

sions the emergence of a capitalist merchant class which distributes 

manufactured goods from urban centers. Furthermore, both governmental 

and private sources intervene in the economic system, the former in 

pursuance of development policy (building an infrastructure, implanting 

a credit system, investing in extension and research, etc.) and the 

latter in the search for profit opportunities. Of course, political 

decisions which affect the peasant region emanate from urban adminis

trative centers, although the implementation of these decisions depends 



31 

upon an informal peasant leadership. In sum, the peasant has little 

control over many of the economic and political decisions which affect 

his livelihood. 

iv) The final condition assumes a stratified peasant society. By 

stratification I refer to a set of empirically verifiable socio

economic positions that are defined by some combination of economic, 

social, or political criteria and recognized either formally or infor

mally by the society itself. At the same time, this condition 

stipulates an open society, i.e., no individual is precluded from 

participation in economic activities because of class position, a 

qualification which may eliminate caste and multi-ethnic societies. In 

most Latin American groups, the stratification of the peasantry is 

determined by access to economic resources, particularly land. Although 

from a broad perspective, a given society may appear stratified along 

the dimension of peasant/non-peasant, in reality the stratification is 

much more complex, as Deere and de Janvry have aptly demonstrated for a 

Peruvian peasant region (1979:606). 

The socio-economic environment which the foregoing set of 

conditions establishes is one in which the individual peasant—burdened 

with a significant and often urgent need for monetary resources—faces 

a very limited horizon of off-farm opportunities. Since the tradi

tional structure of subsistence musters very little income-generating 

potential, the peasant producer endures a chronic insufficiency of 

cash. The means of production are not equally distributed and this 

inequality helps define the socio-economic stratification of the pea

sant group. Finally, traditional forms of economic organization co
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exist with a more recent but nonetheless important capitalist mode of 

production, and the economic system reflects this structural diversity. 

This increasing integration with the nation-state through a capitalist 

mode represents a shift of economic and political decision-making to 

centers outside the region* 

The Conceptual Model of Peasant Market Dynamics 

This model begins with a change in the socio-economic environ

ment. Since different crops may enter distinct market channels, a 

relatively stable and traditional marketing system usually exists to 

regulate intraregional exchange. Products from distinct ecological 

zones meet in regular marketplaces or are channeled to areas of consu

mer demand by a network of traditional middlemen. A certain amount of 

stability characterizes the traditional system: middlemen and farmers 

know each other well, the fluctuation of prices can be predicted within 

reasonable limits, and the degree of market risk is relatively low. 

Distribution networks do not require large assembly and de-bulking 

market agents, since the regional demand is not concentrated in large 

urban centers, and individual middlemen can perform most of the marke

ting functions with a low degree of specialization. Predominantly, the 

traditional system handles low value, staple food crops. 

However, as demand becomes concentrated in large urban centers 

outside of the production hinterland, a system emerges that is qualita

tively different from that of regional exchange. This situation 

prompts a change in production emphases either as peasants experiment 

with new crops in hopes of solving the problems of cash scarcity, or as 
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government efforts encourage the introduction of a new crop. Rapidly, 

the socio-economic environment undergoes a radical change in that new 

opportunities become available not only for the local peasant producers 

and market agents but also for outside capital sources. Under this 

situation, the model describes the following process: 

Step I: A Strong Shift Toward Cash Crop Production 

Since the demand for cash crops emanates from large urban 

centers, producers find themselves tied to product and factor markets, 

whose comportment is determined as much by extraregional 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. The producer becomes a price-taker. Moreover, when 

the new producing region enters a competitive product market, sharing 

the market with other suppliers, the behavior of competitive regions 

affects the peasant producer. Consequently, the change in production 

patterns, while promising a solution to the problem of money scarcity, 

also Injects an unprecedented amount of instability into the system. 

As an immediate effect, the cash crop pattern intensifies 

economic activity in the region and increases the flow of money circu

lating throughout the system. The change in trade constitutes one of 

the major modifications of the socio-economic environment, although the 

distributive patterns cannot be immediately predicted. Certainly the 

wealth generated by the new crop accrues to both the production and 

marketing sectors, and within each sector to the individual partici
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pants. Peasant producers observant of their neighbors1 success in the 

new venture (assuming that production and marketing costs are not 

initially prohibitive) will also adopt the new production pattern, 

especially during the early stages when the greater income opportuni

ties appear most attractive. The increased production stimulates more 

activity within the marketing system, and thus in a mutual feedback 

process, the economy based upon the new crop grows. 

Step II: Resources Flow Into the Marketing Sector 

Initially, the distributive needs created by the new production 

pattern are met by the traditional exchange system. Greater amounts of 

money in circulation attract middlemen who previously traded in the 

traditional staple foods markets, but who now modify their enterprise 

to market 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 small-volume middlemen with 

limited capital resources. However, the lure of profit will also draw 

more substantial amounts of capital from other occupations (truckers, 

larger farmers, merchants). Consequently, during its formative period, 

the market acquires a complex structure composed of traditional and, 

most likely, undercapitalized elements and larger middlemen who channel 

their resources into the new market in the expectation of profit. 

The complex market system which rises in response to the new 

cash crop faces heretofore unknown problems Since many of the factors 

which influence the market originate from situations outside of the 

region (e.g., supply and demand forces in the urban centers), and since 
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these factors are subject to daily change, market information channels 

tend to be inefficient even when considerable government intervention 

has attempted to improve such networks. Under the best of circum

stances, market news arrives in the production zone "cold", after a lag 

period which might seriously distort its usefulness. The common pat

tern of widespread peasant minifundia further compromises efforts to 

propagate market information among rural marketers and producers alike. 

Finally, the particularly advantageous position of those sectors of the 

market system which operate in the urban centers often places the 

peasant marketer at a disadvantage in resale relationships. 

Step III: Participants Develop And Test Market Strategies 

The major effect of these and other 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 involve the 

variation of price or yield in the face of a high factor investment. A 

radical decrease in production due to disease or insect damage, 

although an immediate threat, can be avoided through the judicious use 

of available technology. However, the peasant producer feels particu

larly helpless to confront a falling price in the market and frequently 

points to middleman exploitation as a principal source of his troubles. 

The more isolated the producer, the greater the risks. 

The middleman, on the other hand, confronts an even wider range 

of risks which the market enterprise must attempt to counteract. Des
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pite its obvious importance, the "buy low and sell high" dictum 

simplifies the formula for success. First, the middleman must find 

supply sources which guarantee produce for resale over a regular time 

schedule. The ability to secure a steady supply depends upon the 

location of and access to the supplier and the competitive situation of 

the market. Second, the rural intermediary has to establish a buyer in 

the urban center, and since urban wholesalers and retailers generally 

possess better market information, the rural middlemen must build a 

relation upon trust and confidence. Third, the rural marketer has to 

transport the produce according to rigorous market schedules, and the 

failure to arrive at the marketplace on time--due to a breakdown of 

transportation or an accident—could result in the total loss of pro

duct. Finally, these risks are compounded by the ever-present 

possibility that the middleman may misjudge the market situation and 

discover a lower than anticipated price for the merchandise. In this 

case, precious capital reserves are taxed and, if the losses are 

serious enough, the viability of the enterprise is threatened. 

Market participants, both producers and middlemen, develop 

organizational strategies designed to defend against the risks and 

uncertainties of marketing. The major inputs into the market enter

prise are, of course, the human resources which the intermediary can 

draw upon. As such, the considerable risks resultant from the produc

tion and marketing of the new cash crop can best be minimized by 

organizational responses. The rearrangement of human and material 

resources, the development of social relationships, and other organiza
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tional strategies help to eliminate certain unknowns inherent in the 

marketing process, especially those that involve buyer-seller and 

seller-seller relationships. 

In a peasant market many organizational patterns emerge to 

countervail the risks of marketing. As the fruits of individual efforts 

to cope with risks and uncertainties, these strategies originate as ad-

hoc responses to specific problems, but then are tested, modified, and 

refined to the point that they become accepted marketing behaviors 

adopted in a widespread fashion. In a sense, these behavioral patterns 

become "structuralized". In the case that a given strategy does not 

provide the benefits that the individual expected, or if the strategy 

appears rigid and inflexible, then it will eventually be supplanted or 

abandoned. 

Step IV: Marketing Strategies Compete For Market Shares 

Market strategies vary according to the entrepreneurial and 

material resources of the participants. Since the number of suppliers 

and the number of buyers are not unlimited, the individual marketers 

must compete for shares of supply and for an outlet. This competition 

occurs precisely through the dynamic creation and modification of 

organizational strategies. As accepted strategies emerge, different 

structural arrangements come to vie for the marketable product, as, for 

example, the cash crop may be channeled through a series of rural 

assemblers or, in the case of vertical integration, put directly into 

the urban wholesaler's truck. Conceptually, then, competition des

cribes the process whereby individuals accept or reject different 
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strategies, thus creating and eliminating structural alternatives. It 

is this competitive pressure that accounts for the short-run dynamics 

of the system, and eventually determines the course of market evolu

tion. 

From this process of competition, rewards in the form of wealth 

and profit flow to those with superior organization. To the extent 

that a specific strategy can reduce the risks and uncertainties asso

ciated with the marketing of the new crop, average profits and average 

income will tend to increase. In fact, efficiency becomes the major 

selective force in the system, favoring those with the organizational 

werewithal and marginalizing those whose organization is deficient. 

The relationship between greater organizational efficiency and 

larger profits has two dimensions. On the one hand, improvements in 

organization will provide the enterprise the necessary reliability to 

guarantee through time a steady supply and a regular buyer. Secondly, 

the marketer can fall back upon organizational schemes to circumvent 

the hazards of price variation by availing himself/herself of more 

accurate market information or by transferring the price risks up or 

down the marketing chain. The ability to consistently secure supply 

and buyer and to manipulate price oscillations to advantage constitutes 

a major component to the economic success formula. 

Step V: The Competitive Process Selects For the Successful 
Strategies 

The final step in this model witnesses a long-run change in 

buyer-seller and seller-seller relationships. As it develops, the 
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market accommodates both the large- and small-volume Intermediaries. 

However, the competition between organizational strategies will even

tually favor the large firm and decrease the proportional market share 

of the small firm. The demise of the small firm occurs not as a result 

of cost inefficiencies (small firms may indeed market their produce at 

a lower per unit cost), but because of the relative disadvantage of 

small firm market strategies. Because of superior resources, the large 

firm can invest in organizational strategies outside of the financial 

grasp of the smaller competitor, as, for example, in the vertical 

integration of production and marketing activities. Thus there emerges 

a hierarchy of market structures in which the larger firms dominate 

both suppliers and urban outlet markets while the smaller firms are 

relegated to secondary, less competitive market niches or eliminated 

altogether. 

The terms of middleman-producer interaction also undergo a 

significant shift as larger firms begin to dominate. The ratio of 

effective buyers to producers drops and the conditions for an oligopso-

nistic control over supply become more favorable. With fewer buyers 

available farmers tend to enter into long-lasting buying agreements 

with individual middlemen, which further diminishes the alternatives of 

sale and erects effective barriers to entry for new firms. 

This model of market dynamics specifies a sequence to the 

process of market evolution whereby short-run organizational responses 

carry long-run consequences. Initially, a burgeoning urban demand 

inspires the development of cash crop production in a money-scarce 

peasant economy. A complex market system rises to meet distributive 
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needs by drawing upon traditional marketing elements and attracting 

more heavily capitalized resources from within and without the region. 

These different components of the marketing system seek to develop 

organizational strategies as a defense against the risks inherent in 

the market process. Market participants constantly test and refine 

their organizational strategies to the point that they become accepted 

behavioral patterns, i.e., market structures. Finally the dynamic 

competition for product share and urban outlets favors the organiza

tional capacity of the larger firms, and the smaller firms tend to 

occupy the secondary markets. 

From the broadest conceptual perspective, a market system, 

through the agency of its individual participants, imposes order upon 

the distribution of goods and services. The rules which define that 

order (Shaffer, 1979) emerge from the strategies which the marketers 

adopt. The competition between these strategies introduces an inherent 

instability into the market, as the model has suggested; however, on an 

empirical level, the market may appear rigid and inflexible as partici

pants attempt to make market uncertainties more predictable. Hence, 

the strategies which marketers employ may at one level of operation 

seek to "stabilize" the distribution process, thus camouflaging the 

internal dynamics that shape the system. 

Model Implications; Long-Run Hypotheses 

The individual efficiency of marketing firms has been identi

fied as the principal selective force structuring the system. However, 

in terms of performance criteria, individual efficiency does not neces
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above generates several hypotheses which directly address the question 

of market performance. 

i) The level of competition in the market through time will tend to 

diminish as the small firms are eliminated and the larger firms divide 

up market shares. Not only will the smaller number of firms encourage 

the emergence of oligopsonistic powers, but the large firms will tend 

to establish strong organizational links at both the supply and whole

sale ends of the market chain, thus impeding the entry of new firms. 

ii) As competition decreases, the small producer suffers from an 

increasingly disadvantageous bargaining position vis a vis the large 

intermediary. Although rising production costs will exert a downward 

pressure on the size of the planting, the middleman will tend to 

encourage larger plantings in an attempt to lower assembly costs. 

Thus, the small producer will have to specialize his production system 

and increase its scale or opt for a cropping pattern that entails less 

risk. 

lii) As a distributional hypothesis, although market entry is open 

during the early stages of market evolution, with time barriers will 

arise which preclude the entry of small-volume, capital-scarce market 

agents. This hypothesis has special significance due to the importance 

of peasant marketing systems in the absorption of unemployed rural 

labor. The original gains which the system provides in regard to the 

distribution of income within the region will tend to be lost and the 

initial positions of the participants within the socio-economic strata 
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of society will not be altered by the new economic order. 

Overall, these hypotheses suggest that the peasant marketing 

system will tend to disappear over the long-run and to pass into the 

hands of non-peasants. However, this change will not necessarily bring 

benefits to producers, especially the small farmer. As a price-taker, 

the small producer will face eroding terms of trade and higher risks. 

Larger, more professionally specialized farmers, many financed by the 

middlemen themselves, will assume the responsibility of meeting urban 

demands. What benefits derive from economies of scale will most likely 

remain in the hands of large middlemen or, under certain market condi

tions, be passed on to consumers. 

None of the hypotheses presented here can be either supported 

or discounted a priori. Each requires careful consideration in the 

light of empirical data. However, should an examination of the data 

support the acceptance of these hypotheses, several important conclu

sions can be drawn. Most critically, the modernization of the peasant 

marketing system does not bring entirely unambiguous rewards to the 

peasant society, although urban consumers may be benefitted. Stated in 

a related vein, the introduction of a cash crop may result in even 

greater marginalization of the peasant producer if the marketing system 

pressures for the restructuring of production patterns along lines 

which increase assembly efficiency. Consequently, public policy in the 

marketing sector faces an important challenge in its development objec

tive to bolster the position of small producers and small marketers. 

Government efforts have often sought to intervene in the market 

system with the objective of assisting the small producer. Frequently, 
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such action has been aimed at eliminating the inefficient middleman, 

the traditional scapegoat for the producers' marketing problems. But as 

a first step, the culpability of the small middlemen must be empiri

cally demonstrated, not assumed. Second, the question must be decided 

as to whether cost efficiencies gained by increasing the scale of the 

firm or vertically integrating the market chain outweigh the social 

costs of a greater concentration of income and the declining terms of 

trade of the small producer. 

If indeed the preceding scenario identifies the socio-economic 

trade-off which public officials must consider, then perhaps government 

intervention might most usefully be directed toward the strengthening 

of the traditional element in the market system or equipping the pea

sant producer with a countervailing defense mechanism. The data from a 

Northeast Brazilian peasant market will now used to test the conceptual 

model of peasant market dynamics and to consider Its long-run implica

tions . 



THE SERRA DA IBIAPABA: 
AGRICULTURAL TRANSFORMATION AND CULTURAL CHANGE 

Data from the commercial vegetable market of the Serra da Ibia

paba, Northeast Brazil provides the data for considering the problem of 

peasant market dynamics. In this peasant economy, intensive vegetable 

production has only recently emerged as a dominant production activity. 

In this chapter I will show that the limiting conditions of the concep

tual model of peasant market dynamics are satisfied by the socio

economic environment of the Ibiapaba region. The desciption of the 

Ibiapaba economic system will also entail a structural analysis of the 

Iblapaba market. Initially, however, the Northeast region itself 

requires a contextual comment. 

Northeast Brazil 

No one can write seriously of socio-economic problems in Brazil 

without considering the egregious regional disparities which charac

terize the country. In contrast to the highly industrialized and 

agriculturally modern South, the Northeast continues to suffer from a 

poorly productive subsistence agriculture, a negligible industrial 

sector, and one of the worldTs lowest standards of living. Once one 

of the centers of political and economic power in Brazil, the Northeast 

is now a center of human misery, living in the shadow of its wealthier 

compatriots to the south. From the 35 millions who inhabit the nine 

states of the Northeast (one third of the total population of Brazil) 

comes the supply of cheap labor that makes the southern factories 

HU 
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viable. In terms of health care, education, political participation, 
I 

and economic activity, the Northeast stands as the antithesis of the 

South. In every positive measure, the Northeast is a marginalized 

society, without control over even the economic and political decisions 

which determine its future. 

The Northeast itself displays a significant heterogeneity in 

the distribution of lifestyles and resources. The vast, sparsely-

populated interior contrasts markedly with the teeming urban centers 

along the coast. The flaunted luxury of the traditional upper class 

achieves stark relief against a background of masses mired in an 

inhumane poverty. The marginality of the region with respect to the 

developed South of the country provides an accurate model of the dis

tributional patterns found within the Northeast. 

The Northeast has four major geographical zones within each of 

which there are minor climatic and ecological variations (Figure 1). A 

narrow littoral strip, (zona da mat a), its oldest settled region and 

the scene of Brazil's early development, contains both the major urban 

centers and the large sugar cane plantations which have formed the 

economic backbone of the Northeast since the days of the orginal set

tlers. The littoral receives adequate rainfall and has a strong agri

cultural potential. A parallel strip further inland, the agreste. is a 

hilly, fertile transition zone which produces large quantities of 

staple foods under a low technology, traditional system. The northern 

reaches of the Northeast region, another transition zone, gives way to 

the Amazonian tropical forest. Here rainfall is plentiful and the land 

fertile, but the region remains sparsely populated and technically 
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backward. Together, these three zones comprise less than 15% of the 

total area of the Northeast. The most dramatic zone, one which most 

trenchantly characterizes the Northeast, is the semi-arid, drought-

plagued hinterland, the sertao. a major supply area for cattle, cotton, 

corn, beans, and manioc. Rainfall in the sertao is not only scarce, 

but also unevenly distributed, and the livelihood of the sertanejo 

depends entirely upon the success of the short planting season deter

mined by the generosity of the winter rains. The Serra da Ibiapaba lies 

within the sertao in the western border of the state of Ceara. 

Agriculture in the Northeast 

The Portuguese first landed in Brazil near the site of the 

city of Salvador, now the capital of the largest Northeastern state of 

Bahia and once the capital of the country. The desire of the Portuguese 

Crown to secure its new-found colony resulted in the establishment of 

sugar cane plantations along the once-forested coast by the middle of 

the 16th century (here I follow the well-known economic historians, 

Caio Prado, Jr., 1961, and Furtado, 1965). To attract apprehensive 

colonists to a dangerous new land, Portuguese rulers divided the 

Brazilian coast into large landgrants (capltanlas) over which the 

grantees held virtually autocratic control. During the 16th and 17th 

centuries, expansion of the sugar market offered the possibility of 

great profits. Built upon a sugar economy, the Brazilian colony flour

ished as the international demand for sugar intensified, and the region 

became increasingly specialized. Farmland once bearing the responsi

bility of food crop production was quickly converted to sugar cane and 
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a reliance on importing basic food necessities grew concomitantly. 

The demand for draught animals (primarily oxen) did foster the growth 

of a stock-breeding industry in the sertao, where climatic conditions 

precluded the cultivation of cane. However, as competition arose from 

the West Indies during the 17th and 18th centuries, the sugar-based 

economy lost its privileged position in the international market and 

began to experience cyclical crises following fluctuations of world 

prices. The Northeast has never really escaped this dependence upon 

international markets. 

Stock-breeding, as an inherently flexible pursuit, responded to 

the decline in the sugar industry by becoming a subsistence activity. 

As sugar production lost its growth momentum over periods of prolonged 

depression, the focus of economic expansion shifted to other parts of 

the country. Gold was discovered in the state of Minas Gerais, and 

latter a coffee industry emerged in the southern states of Rio de 

Janeiro and Sao Paulo (see Margolis, 1979)- With these events, the 

Northeast gradually receded into a subordinate national position, and 

as political and administrative power chases after economic control, 

the once-dominant Northeast became effectually excluded from the main 

currents of Brazilian growth and development. This relationship remains 

unchanged. 

The legacy of Brazil's historical formation explains in part 

the heterogeneous structure of the Northeast's socio-economic environ

ment. Land, the major resource in the subsistence agriculture of the 

Northeast, continues to be heavily concentrated in the hands of a few. 
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Only 1.1J6 of the agricultural holdings account for 42.656 of the farm

land, while 7056 of the holdings occupy a mere 5.4? of the total area 

(Reboucas, et al., 1979). Generally the larger farm properties (with 

the important exception of the sugar plantations along the coast) 

utilize smaller percentages of farmable land than do the minifundia. 

These small landholdlngs are farmed intensively at an extremely low 

level of technology (Sa, Jr., 1976; Truran and Fox, 1979)• Attempts at 

agrarian land reform, its rationale based in the higher productivity of 

the small farm, have met with firm resistance from both local and 

national political leadership. Moreover, the patterns of land distri

bution accurately reflect the distribution of most other agricultural 

inputs, principally credit. 

As in the 16th century, the Northeast continues to produce 

largely for export (sugar, cotton, cashew nuts, carnauba, etc.), which 

aggravates internal food shortages, primarily in the rapidly growing 

urban centers. Sugar still dominates the economy and the politics of 

the littoral region. Cattle and cotton also provide export income for 

the sertao in the form of plume, cottonseed oil and residual, and 

hides. 

Under the traditional regime, small farmers or sharecroppers 

plant the cash crop, cotton, in association with beans and corn 

(Johnson, 1972). Cattle, informal indicators of a landowner's wealth, 

range over extensive areas under the care of cowhands (vaaueiros), who 

sometimes receive a small share of new-born calves as remuneration. 

The cattle also graze the perennial cotton trees, a practice which has 

a beneficial trimming effect upon the plants. These land use patterns 



and relations of production are the legacy of a colonial past charac

terized by inequality in the distribution of resources, production 

emphases upon export crops to the detriment of food crops, and the 

concentration of political and economic power in the hands of a few. 

Prominent in the literature on the Brazilian economy is the 

question of the basic nature of Northeast agriculture. To what extent 

has a capitalist mode of production penetrated the Northeast hinter

land? While no one seriously disputes the existence of markets and 

money-based exchange in the Northeast, whether the peasant farmer fully 

responds to the stimulus of price and other market information remains 

an unresolved issue. On one side of the issue, the farmer is held to 

be sensitive to market conditions. However, the opposing argument 

states that the social relations which tie the sharecropper to the 

landowner and the small independent farmer to his credit source or his 

buyer create a buffer against the full impact of market signals. To 

the extent that Northeast agriculture retains a pre-capitalistic mode 

of production, the individual farmers find themselves isolated from the 

market information so crucial to the formulation of production deci

sions. 

In his book on the Brazilian peasantry, Shepard Form an supports 

the capitalistic interpretation unequivocally: 
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As Is the case throughout the major part of the Brazilian 
countryside, the peasant in Northeast Brazil operates within a 
capitalist society where land, labor, and product all have a 
market. He is highly valued as a commodity producer and laborer 
in an agrarian-structured society which exploits commercial 
export crops, predominantly sugar, on large-scale plantations. 
Extensive cattle ranches and innumerable smallholdings exist 
along with the export-oriented commercial enterprises, the 
small-scale producers supplying foodstuffs and labor to the 
dominant export-centered sector of the economy (Forman, 
1975:88). 

According to Forman, the capitalist mode of production has 

penetrated the Northeast essentially through market channels. The 

increase in urban demand for food staples has mobilized resources 

within the marketing system under the control of a resource-rich group 

of assemblers and wholesalers. These urban-based wholesalers, by buying 

directly from producers at the farmgate, are substituting the tradi

tional rural marketplace and market day system of assembly and distri

bution. As the traditional system becomes less important, great 

pressure is placed upon the production sector to increase the scale of 

its operation as a means of reducing assembly costs, which eventually 

must force up land prices. Unable to buy land or compete with large 

landowners, the peasant is eventually relegated to the capacity of 

wage-earner: "The data from Northeast Brazil suggests that there is a 

point at which capitalization in the distributive sector of a rural 

economy requires like commitments of capital in the production sector, 

leading to the displacement or transformation of a peasantry" (Forman, 

1975:111). 

On the basis of this presumedly inevitable proletarianization 

of the small farmer, the consequence of the rational operation of the 

market, Forman forecasts the eventual demise of the peasantry in North
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east Brazil. He further suggests that this process bodes ill both for 

the peasant, who will lose greater control over his livelihood, and for 

the production system itself, which will not be able to respond to the 

increased demand for food. Thi3 pessimism is not shared by all, how

ever, since Nicholls, while agreeing with the prognosis, asserts that 

this transformation is but part of the modernization process (Nicholls, 

1977:374)• 

The other side of the Northeastern agricultural controversy 

emphasizes the pre-capitalistic elements which characterize small scale 

production in the region (principal articulators of this view include 

Sa, Jr., 1976; Oliveira, 1976; Martins Dias, 1978, inter alia). Accor

ding to this alternative perspective, "the large landholding 

(latifundio) constitutes the dominant form of rural organization...and 

its importance has been reinforced rather than undermined by recent 

patterns of development" (Goodman, 1976:497). Under the pre-capitalist 

forms of production, the sharecropper and the small independent farmer 

(roceiro) never fully receive the incentives of the market and thus 

cannot respond to them. 

In the one case, the landowner acts to shield his sharecroppers 

from direct contact with the market: 

...the large landowner still exerts a monopolistic power and 
has not yielded his position of middleman to a new generation 
of highly specialized buyers and Intermediaries. The retention 
of this function has permitted the landowner to appropriate 
surplus production through the maintenance of pre-capitalistic 
relations with his sharecroppers and renters...Since the rising 
urban prices for food do not reach the producer nor do they 
affect his real income, the monopolistic landowner continues to 
appropriate the surplus value created by this disparity [in 
social relations] (Goodman, 1976:504-505). 
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In the case of the small independent farmer (roceiro)f the 

content of social relations similarly inhibit the producers reaction 

to market incentives. Here, however, the relations tie the farmer not 

to the landowner but to the source of financing. Martins Dias argues 

that small peasant landowners enter into dependency relationships with 

local merchants and other "power brokers" as a defense against insuffi

cient means of subsistence and lack of capital. Local merchants who 

are also commodity buyers offer informal lines of credit to special 

"customers" ffreguesia) in return for the right to buy the harvest: 

"In fact, relatively easy credit is one of the major attractions to 

roceiros, who in order to maintain their credit access undertake not to 

sell and/or buy goods outside their merchant relationship, even if 

there is a price differential" (Martins Dias, 1978:179). 

This line of reasoning concludes that both sharecropper and 

roceiro articulate poorly with market forces because of their depen

dency relationships to sources of production inputs and credit. Further 

implications are that, first, the peasant producer cannot take advan

tage of government price incentives (see Fox 1979 for an evaluation of 

the minimum price program and its effects upon the peasant producer), 

and, second, that the relationship of the small farmer to either land

owner or creditor entails exploitation. These assertions, however, 

have yet to be tested under a well-organized research program. 

The agriculture of the Northeast certainly incorporates both 

capitalist and pre-capitalist modes of production. The question of 

primary importance is, what is the relationship between them? Forman 
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and Nicholls predict the transformation of the peasantry into a sala

ried class, the consequence of capital's unyielding march into the 

interior. Oliveira and Sa, Jr., argue in contrast that pre-capitalistic 

relationships have become consolidated over the last several decades or 

so and thus remain essentially stable, and that documented increases in 

agricultural output in the Northeast have resulted from an expanding 

frontier rather than from any change in the structure of agriculture. 

The Role of Markets in Northeast Agriculture 

For both sides, the market plays a critical role. From one 

perspective, the rational evolution of the market and its system of 

incentives will ultimately transform the peasant class into a rural 

proletariat. From the other viewpoint, the crucial problem is the 

blurring of effective market signals. The "archaic" socio-economic 

organization of Northeast agriculture erects a barrier between the 

peasant producer and market stimuli, thus distorting the decision

making process (and enhancing the exploitation potential of the class 

of resource owners). 

Neither side to the controversy has adequately specified the 

intricate and dynamic process by which the market integrates the capi

talist and pre-capitalist elements of the peasant socio-economic 

environment. A systematic study of market dynamics which would illumi

nate buyer-seller and seller-seller relationships in the distribution 

of Northeast agricultural products has not yet appeared. As such, 

important arguments concerning the extent to which the market has (or 

has not) integrated the peasant producer into the capitalist system 
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remain only suggestive hypotheses demanding empirical verification. 

A more profitable approach to the Northeast would emphasize its 

heterogeneous nature. A wide range of production alternatives coexist 

within this regional settingf and the market system affects each one 

differentially. As a given crop production system experiences an 

increase in demand (and in the value of the product), the market will 

tend to exert more pressure upon the structure of production by chan

ging the opportunities available to producers (or landowners). Low 

value crops, insofar as they remain principally subsistence staples, 

will continue to be produced under traditional regimes and will not 

respond as quickly to market incentives. Part of the confusion about 

the Northeast derives from the fact that formerly traditional food 

crops confront a rapidly increasing demand at both a regional and 

national level, and increases in the value of the staples, beans, corn, 

and manioc, has attracted the interest and resources of market agents. 

A comprehensive analysis of the relations between producers and marke

ters within this changing environment offers promising insights into 

the complexities that characterize Northeast agriculture. 

A major exception to the general lack of empirical market 

research in the Northeast is the provocative study of the Recife mar

ket, the second largest city in the region, and it3 corresponding 

foodshed for five basic commodities: manioc, beans, rice, cotton, and 

milk (Slater, et al., 1969). Organized and administered by the Latin 

America Market Planning Center (LAMP) of Michigan State University, 

this project utilized a system-level approach which included analyses 

of assembly, wholesale, and retail subsectors. Market participants 
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were Identified, producer to consumer supply channels constructed, and 

the performance of the market (by subsector) evaluated in terms of 

distributive and cost efficiency, access to information, levels of 

competition, and quality control. 

Since both landless and small farmers were inadequately repre

sented in the sample (see chapt. 7), the project results have only 

limited applicability to the general issues of Northeast agriculture. 

Nonetheless, the LAMP endeavor keenly demonstrates the variability in 

production and marketing systems in the Northeast. The market channels 

which feed Recife differ from one production zone to another, as pre

sumedly do the buyer-seller and seller-seller relationships. The study 

does not delve deeply into these relationships, yet offers strong 

descriptive support for the differential penetration of the market into 

the countryside. 

A major conclusion of the LAMP studies not only in Recife, but 

also in other markets in Latin America has in fact inspired my own 

analysis of the Ibiapaba vegetable market: 

...it is important for agricultural policy makers and commodity 
subsystem firms to better understand the interdependence of 
farmers and their marketing agents. In a very real sense, 
farmers and those who market their products are bound together 
in an often unrecognized partnership. The farmer depends on his 
buyer(s) to search out a market at a farm level price that will 
allow the farmer a fair profit. This buyer is similarly depen
dent on his own buyer, and so it goes through the market chan
nel. Every handler of a product lot is bound together, however 
informally, with all others who have handled the product in its 
movement toward the final consumer (Harrison, et al., 197^:58). 

The market study presented here differs from that of the LAMP 

project by starting from the vantage point of the production zone and 
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documenting variability in the alternative urban markets. My emphases 

also shift in the sense that buyer-seller and seller-seller relation

ships are examined in detail, under the assumption that from attention 

to minutiae, system-level conclusions will arise. The final results of 

this effort, nonetheless, should parallel and complement that of the 

LAMP researchers. 

Finally, the data from the Ibiapaba market provide insights 

into the process by which markets penetrate the agricultural production 

systems of the Northeast. If, as it is argued, the market represents 

the "cutting edge" of capitalism, the micro-level analysis of relations 

between producers and marketers should illuminate the particular manner 

in which the farmer is drawn into a market system. Furthermore, since 

the evolution of the market (itself a product of the short-run strate

gies of its participants) has important implications for the eventual 

shape of peasant integration into the enveloping nation-state, this 

study proffers a contribution to the general controversies which sur

round Northeast agriculture. 

The Serra da Ibiapaba: A Description 

The Serra da Ibiapaba sits squarely in the sertao zone along 

the westernmost border of Ceara, the fourth largest state in the North

east region (Figure 2). In most ways, however, the Ibiapaba highland 

constitutes an anomaly when compared with the semi-arid hinterland of 

the sertao. Its average altitude of over 800 meters assures the Ibia

paba region a more amenable climate, heavier and better distributed 

rainfall, and a much more luxurious vegetation. In contrast to the 
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rest of the sertao, the Ibiapaba landscape is dissected by perennial 

streams, providing a constant source of water for both agricultural and 

domestic uses. 

The Serra da Ibiapaba is long and narrow. It stretches along 

the Ceara-Piaui border in a north-south direction for approximately 108 

kilometers, while its width averages somewhat under 50 kilometers. The 

total land area of the Ibiapaba highland is 4,786 km2. Topographically, 

it is a plateau, whose eastern face rises abruptly from the sertao to 

its maximum altitude, then gradually declines toward the west. As a 

plateau, the Serra enjoys a comparatively even topography characterized 

by wide, shallow valleys and low hills of easy agricultural access. 

The ecology of the Serra varies according to altitude. Rain 

clouds moving over the plateau in a westerly direction drop their 

contents over a 15-20 kilometer-wide strip along the eastern edge of 

the Serra, which is known as the "humid zone" (zona humida). Here one 

finds the most verdant and varied cover, the better structured (though 

acidic) soils, and the most propitious conditions for diversified 

agriculture. As the Serra descends towards the west, rainfall becomes 

sparser and vegetation more xerophitic. A narrow strip parallel to the 

humid zone is called the "transiticnal zone"(zona de transicao) and 

receives comparatively less rainfall. Further west, the sandy-soiled 

dry zone ("carrasco") blends gradually into the lowland sertao, suf

fering many of the problems of that semi-arid climate. The humid zone 

receives from between 1500 and 1900 mm of annual precipitation, while 

the driest zone averages around 1000 mm per year. 

The ecological variants within the Ibiapaba plateau have resul-
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ted in distinct emphases in agricultural land use. In the humid zone, 

agricultural production specializes in a variety of fruits (banana, 

avocado, citrus), sugar cane, bush beans (fei.lao mulatinho^ f coffee, 

and vegetables. The transitional zone lends itself to the production 

of cane, vegetables, and the staple food crops (beans, corn, manioc). 

The driest zone, the carrasco, also produces the staples, as well as 

tobacco, castor beans, cotton, and cattle. 

The agricultural cycle for the entire Serra depends largely 

upon the seasonal patterns of rainfall. Inhabitants of the Serra 

recognize two distinct seasons: the mostly dry "summer" (verao). from 

roughly June to December, and the wet "winter" finverno)f from January 

to June. Except for vegetables, most crop plantings coincide with 

the advent of the winter rains. The staples are harvested toward the 

end of the rainy season, while the harvests of fruit, cane, and manioc 

occur principally during the drier periods. 

The Development of Ibiapaba Agriculture 

Isolated for centuries from the main currents of political and 

economic life in the Northeast and the rest of Brazil, the Ibiapaba 

plateau has over the last two decades undergone very rapid and signifi

cant change. Earliest records suggest that the original inhabitants of 

the Ibiapaba region, Tupi and Tapuia Indian groups, exploited the 

natural abundance of flora and fauna of the highland during the dry 

season, moving down into the sertao lowlands with the arrival of the 

winter rains and the accompanying onslaught of insects. In the 16th 

and 17th centuries, first French and then Portuguese settlers occupied 
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Ibiapaba, the former as exporters of the highly-demanded Brazil wood 

and the latter in search of grazing lands to supply meat and draught 

animals for their vigorous sugar industry (CETREDE, 1976:51-57). By 

the beginning of the 18th century, basic patterns of landholding and 

subsistence agriculture had been established with basis in the produc

tion of sugar cane, manioc, beans, and cattle. 

Under a traditional economy, the small- and medium-sized far

mers of the Ibiapaba plateau participated only marginally in a money-

based market, occasionally selling or exchanging small amounts of 

manioc flour (farinha) or brown sugar blocks (rapadura) as subsistence 

needs directed. Fontenelle has characterized the minor role which 

markets played in the subsistence economy: 

The agriculture [of the Ibiapaba region]...operated free of 
factors related to the existence of markets or the functioning 
of a price system. Its objective was basically the supply of 
foodstuffs for the very producer—in this way, it consisted 
initially of a more or less direct link between production and 
consumption without the interference of elaborate institutions 
of exchange motivated by gain (Fontenelle, 1969:125) [author's 
translation]. 

At the turn of this century, however, the isolation of the 

Serra began to break down. Minimal improvement in transportation 

infrastructure and the rapid penetration of market forces into the 

Ibiapaba region encouraged the growth of a money economy and a capita

list class. According to the argument elaborated by Fontenelle 

(1969:132-133), by the 1940's merchants came to dominate the economy of 

the Serra. By employing informal credit instruments, these merchants 

were able to channel the surplus production of peasant farmers through 

their hands, without altering the basic pre-capitalistic nature of the 
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productive process: 

...the advent of the commercial capitalists system of agricul
ture paradoxically did not result from radical changes in the 
structure of the old pre-capitalist system—rather from the 
apposition of a commercial complement to the pre-existing pat
tern with some alteration in the relationship between the 
principal parts" (Fontenelle, 1969:139) [author's translation]. 

Thus Fontenelle suggests that the early development of the 

agricultural system of the Serra brought few structural changes in the 

social relations of production. Instead, the capital elements inter

acted with the pre-capitalist base to create a hybrid system of produc

tion and distribution. This admixture can still be perceived in 

production relations today, although the original base appears to be 

eroding with time. 

Fontenelle predicted a bleak future for Ibiapaba peasants. On 

the basis of his 1960-1961 fieldwork, he argued that the rise of a 

capitalist class had adversely affected the peasant producer by under

mining his already fragile subsistence economy and tying him into a 

broader system over which he had little control. In fact, the reduction 

in the physical isolation of the region did increase the participation 

of the peasant producer in a market system. The Serra developed a 

trade network with neighboring areas of the sertao, in which the high

land fruits, rapadura, sugar cane rum foaohaca)f and farinha were 

exchanged for cowpeas, beans ffeiiao macassar^ manure, squash, cattle 

and smaller livestock. On the other hand, improvements in infra

structure also brought competition from other rapadura-producing 

regions and from refined white sugar produced along the littoral. The 

pressure created by this competition, aggravated by population growth 
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and low income levels eventually led to a state of economic stagnation. 

Perhaps the troubled economic situation of the 60fs helped 

prepare the soil for the transformation that was to follow. The two 

major traditional crops responsible for the bulk of regional trade, 

sugar cane and manioc, required extensive stands to become economically 

attractive. However, two sources of pressure had encouraged a splinter

ing of the structure of land ownership into minifundia. Historically, 

the Serra had provided refuge for drought-fleeing inhabitants of the 

sertao, a process which increased the Serra population as well as the 

demand for land. Second, the nature of Brazilian inheritance rules 

granted each child equal shares of inherited land, thus furthering a 

tendency toward small properties. As the average size of landholdings 

diminished, farmers found their access to appropriate bottomland inade

quate to maintain an economically viable scale of production. For thi3 

reason, the producers of the Serra seemed predisposed to the change 

toward intensive agriculture which accompanied the introduction of 

vegetable crops. 

Around 1965 the rural extension agency in the Ibiapaba region 

succeeded in introducing commercial vegetable cultivation into the 

humid zone. Initially, a small number of enterprising landowners 

attempted modest experiments in growing tomatoes for the urban market 

of Teresina, the interior capital of the state of Piaui. From these 

first tentative plantings, annual production in the Serra had by 1978 

reached 15,000 metric tons of tomatoes, mostly from small farms. This 

production supplied the urban capitals of the states of Piaui, Ceara, 
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states. The Serra has also become a prime supplier for green peppers, 

carrots, cabbage, chuchu, beets, and passion fruit. Approximately 

2,000 families now participate in commercial vegetable farming. 

Tomatoes, by far the most important of the vegetable crops, are 

planted in the moist low valley bottoms during the summer season. 

Careful control of irrigation (from small streams) and the relative 

decrease in humidity during the summer provide optimum conditions for 

tomato production. In winter, the plantings shift to the sandier, 

better-drained soils of hillside slopes. Because of falling tempera

tures and heavy morning and evening mists which accompany the rainy 

season, growing conditions become less favorable. Insect and disease 

control require greater expenditures in the winter and the unbalanced 

rainfall irrigation can result in physiological damage to the fruit. 

Winter plantings are therefore smaller and some farmers choose not to 

risk winter cultivation at all. 

The process of agricultural intensification occurs when an 

increase in production (or value of production) is achieved using a 

smaller amount of land. Such intensification requires the adoption of 

modern farming techniques which increase the potential of the land. 

The level of technology employed in the cultivation of the traditional 

crops (sugar cane and manioc) crops is rudimentary. The general 

scarcity of land does not allow a long fallow period, and much of the 

soil has suffered a decline in fertility. Farmers commonly manure 

their cane plantings in an attempt to maintain the landfs productivity. 

However, with the shift toward the intensive cultivation of high value 
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crops, farmers have readily accepted complete "technological packages", 

that is, a comprehensive set of innovations designed to increase pro

ductivity. Tomatoes (and the other vegetables are planted using variety 

selection, proper spacing, chemical fertilization, and insect and 

disease control. In contrast to the "rise-averse" image of the peasant, 

Ibiapaba farmers hold these inputs and this technology to be absolutely 

necessary, despite considerable costs of acquisition. 

The transformation to an intensive pattern of agriculture has 

not only increased opportunities and incomes, it has also introduced 

new types of problems to the peasant producer. First, in order to 

cultivate commercial vegetables the farmer needs substantial amounts of 

capital to purchase the costly inputs, a situation which for most 

producers entails using formal or informal credit lines. Second, the 

farmer faces unprecedented risks both from harsh climatic setbacks and 

from the strong and nearly unpredictable variations in market prices, 

which fluctuate from picking to picking, week to week, and season to 

season. These uncertainties, occasioned by a volatile market and 

aggravated by high costs of production, have pressured the small farmer 

to develop management and entrepreneurial skills once deemed unneces

sary or, at least, less so. 

Socio-economic Environment of the Serra da Ibiapaba 

Does the Serra da Ibiapaba fulfill the conditions prescribed by 

the model of market dynamics presented in Chapter One? A review of the 

socio-economic environment of the region permits an affirmative 

response to this question. Despite a nationwide tendency toward urbani
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zation, Ibiapaba remains a predominantly rural society. Of a total 

population of nearly 200,000 (1980 estimate), approximately 80? live in 

rural areas; of the economically active inhabitants, more than 82% are 

occupied in the agricultural sector (CETREDE, 1976:119). Less than 

8$ of the economically active find employment in what little industry 

exists; the other 10? work in the services sector as merchants, govern

ment employees, and so forth. As these figures suggest, the economic 

environment offers few alternatives to agriculture except for outmigra-

tion. 

Further indices of the rural orientation of Ibiapaba society 

come from socio-cultural observations. The Serra resident highly values 

the possession of land and the agricultural use of land. Those who 

feel forced to seek opportunities outside of the region do so reluc

tantly and tend to return when a viable local opportunity presents 

itself. 

With respect to the second condition, the flow of virtually all 

goods, both into and out of the region, is predicated upon the general

ized existence and use of money. No other exchange standard operates 

in any systematic fashion. Due to the problems of liquidity that many 

families face, informal credit arrangements may facilitate economic 

transactions. In fact, most shopkeepers maintain personalized note

books for their steady customers (fre^ueses)T employing a rather rustic 

accounting system, in which debts are periodically reduced as the 

customer receives whatever income. Nonetheless all exchanges, cash or 

credit, require a price and in this regard the market has penetrated 
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even the most isolated reaches of the plateau. Land, labor, and essen

tially all goods and services have a vigorous market, in the context of 

which money circulates freely. 

Third, since the 1940fs the Ibiapaba region has been more 

effectively integrated into the broader regional and national economy 

through major improvements in infrastructure. An interstate highway, 

now asphalted, links the Ibiapaba towns with the large urban capitals 

of Fortaleza (310 km), Teresina (300 km), Sao Luis (600 km), Belem 

(1,000 km), and with the principal trunklines which connect the North

east with the South of the country. The Serra plays a pivotal role in 

this regional economic system because of both its convenient, central

ized location and the nature of its specialized production. To these 

urban centers it supplies fruits, vegetables, and other local products, 

and from them (especially Fortaleza) the Serra meets its need for 

manufactured goods—clothes, utensils, vehicles, farm inputs, and so 

forth. Thus, while many peasants do not have access to a steady cash 

income, the need for money and a reliance upon outside goods offered by 

the marketing system have increased relentlessly. 

Fourth, the socio-economic system of the Ibiapaba region dis

plays great complexity. While the Serra indubitably participates in a 

regional and national system where the market and capitalist mode of 

production dominate, internally there remain many elements of a pre-

capitalistic arrangement of the economy. Within the same economy one 

finds a capitalized coffee agriculture, a strong merchant class, a 

vigorous banking system, and heavy government investment juxtaposed 

with sharecropper relationships, absentee landlordism, strong patron-
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client ties, and poorly capitalized subsistence farming. 

Vegetable production also evinces this complexity. As a cfcmmon 

practice, the landowner (especially one with alternative sources of 

income) will plant together with a tenant sharecropper, who acts as a 

general administrator of the planting. The landowner finances all out-

of-pocket expenses and at times even part or all of the labor costs of 

the sharecropper. At harvest time, the landowner deducts all explicit 

variable costs (except for the unpaid labor of the sharecropper), and 

returns from the product sale are divided in halves. This system 

represents a direct adaptation of the sugar cane/rapadura production 

scheme to vegetables, and combines in a complementary manner the capi

tal needs of the tenant with the labor demands of the landowner. 

However, this arrangement has shown signs of weakening as production 

costs of vegetable farming increase. The intensification of Ibiapaba 

agriculture, therefore, offers an empirical opportunity to study the 

dynamic relations between capitalist and pre-capitalist elements in 

society. 

Fifth, the advance of capitalism into the Serra da Ibiapaba has 

been greatly quickened by government efforts to develop the region. 

Construction of both the interregional highway and the asphalted state 

road which crosses the Serra lengthwise has attracted enthusiastic 

interest in the region and its bountiful resources. Since 1977, an 

integrated rural development program (Programa Desenvolvimento Rural 

Integrado) T financed in part by the World Bank, has been investing over 

US$50 million in a scheme designed to implant an intraregional infra
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structure (feeder roads, rural electrification, and improved communi

cations), expand health and educational services to the countryside, 

and increase the productive potential of more than 9000 farms. 

The Immediate effect of this investment has been to intensify 

what Northeast Brazilians call nthe action" (movimento). Each of the 

seven "counties" fmunicipios) that make up the political map of the 

Serra has experienced increases in the number of government jobs 

(extension agents, researchers, teachers, electrical engineers, etc.), 

the volume of traffic, commerciaal activity, regular contact with the 

rest of the state. The greater visibility of the Serra has further 

attracted private capital, especially in commercial agricultural endea

vors. Consequently, land values in the region, and particularly in the 

humid zone have surged. It is evident from many perspectives that a 

process of rapid capitalization has swept over the Ibiapaba region, 

though the trajectory of this process insofar as it affects numerous 

small farmers in the area remains a question to be investigated. 

Finally, resources do not distribute equally over the economic 

landscape of the Ibiapaba highland. In this predominantly rural eco

nomy, the distribution of wealth among its inhabitants is markedly 

varied. Where land constitutes the major production input, nearly 90% 

of the total population is landless (CETREDE, 1976:193). Even though 

the minifundia structure of land ownership in the Serra appears more 

equitable than the large fazenda (roughly, "plantation") pattern of the 

sertao, the Intensive use of Ibiapaba land makes a difference of 10 or 

20 hectares crucial to the income-producing potential of a given farm. 

Of the more than 9000 landholdings, more than 5000 are less than 10 
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hectares, more than 3000 are between 10 and 50 hectares, while the rest 

are more than 50 hectares (World Bank, 19T7» Annex 1, pg. 5). Taking 

land as an indicator of access to resources, an obvious economic stra

tification of the society is to be discerned. 

The economic heterogeneity of the region is reflected in the 

Ibiapaba social structure. In societies such as that of the Serra, 

where wealth largely determines one*s position in the social structure, 

relative rather than absolute amounts define class distinctions. Few 

Ibiapabenses could be labeled wealthy in any absolute sense, or in 

comparison with the urban upper classes; however, sharp differences do 

exist within the region and are prominent features of the social struc

ture. 

Furthermore, access to wealth allocates economic, social, and 

political benefits within the society. The landless and those whose 

landholdings cannot provide a moderate income suffer many comparative 

disadvantages. They cannot send their children to be educated in urban 

centers; they lack adequate health care; and they participate only 

peripherally in the political process of the municipio. Most strikingly 

to the outside observer, their everyday interaction with members of the 

higher strata exhibits this dominant/subordinant relationship. The 

reaffirmation of this inequality in every interclass transaction 

astounds the unfamiliar participant. 

To conclude, the socio-economic environment of the Serra da 

Ibiapaba satisfactorily meets the conditions specified by our model of 

market dynamics. The lack of employment opportunities makes access to 
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money difficult, yet the need for monetary income grows as the consumer 

is drawn into a market economy. The Serra participates in an active 

regional market, yet in its social relations of production still dis

plays many pre-capitalist characteristics. Both economically and 

socially the Ibiapaba society accommodates and structures a great deal 

of diversity. 

The Ibiapaba region exemplifies many of the processes that 

affect rural societies in Latin America and elsewhere. Through both 

public and private channels, capitalism has begun to transform the 

Ibiapaba society from a highly security-conscious subsistence system 

toward qualitatively different system of commercial farms which are in 

an important sense demanding much more of their owners. The change 

from sugar cane toward intensive vegetable production constitutes a 

radical modification of the socio-economic environment, regional wealth 

has increased and new opportunities have emerged. How the rewards may 

come to be distributed remains open to question, since this transforma

tion has not yet run its course. 

The Early Development of the Vegetable Market 

Of the 3even municiplos of the Serra da Ibiapaba, Tiangua, 

Ubajara, Ibiapina, Sao Benedito, and Guaraciaba do Norte produce signi

ficant amounts of commercial vegetables (principally tomatoes). The 

other two, Vicosa do Ceara and Carnaubal continue in more .traditional 

pursuits because of their location in the drier eco-zones of the Serra. 

Data collection at the state level has not permitted a quantitative 

assessment of the vegetable outputs of each municipio. Nevertheless, 
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my observations of the market movement for tomatoes over a period of 18 

months indicated that Guaraciaba and Tiangua (respectively the furthest 

and closest municipios to the interstate highway BR-222 which connects 

Fortaleza and Teresina) are the two largest suppliers, with Ibiapina, 

Ubajara, and Sao Benedito following in that order. 

Vegetable production began in the mld-GO's in the municipios of 

Ubajara and Tiangua. Although the process of innovation which led to 

the introduction of Intensive land use crops merits a fuller treatment, 

I limit discussion here to two of the principal forces behind the 

transformation. First, individual experimentation by a few wealthy 

landowners who had become dissatisfied with the traditional production 

alternatives demonstrated that vegetables could be grown on a commer

cial scale with considerable success. These individuals, some of whom 

have since abandoned vegetable production for other tradition-breaking 

endeavors, provided the entrepreneurial input in a true Schumpeterian 

fashion. Second, the state extension service, led by an unusually 

capable and creative supervisor, designed and fomented among Ibiapaba 

farmers a vegetable production plan, which outlined the proper techno

logical procedures and offered financial assistance through the banking 

system. Within a period of ten years, the efforts of these two types of 

innovator, the one private and the other public, instigated a minor 

agricultural revolution within the region. 

In the initial stages of vegetable production, the market 

system received little attention. The decision to produce tomatoes had 

reflected more the influence of the extension agent than the stimulus 

of the price for that crop. In fact, production began in a commercial 



vacuum, since there was no marketing system accustomed to the distribu

tion of these highly perishable crops when the first harvests of toma

toes appeared. During the many years of isolation, the major long

distance marketing contacts had developed with Teresina, the backward 

capital city of the state of Piaui (the poorest in the Northeast). 

Small-volume middlemen transported rapadura, cachaca, and sundry 

fruits, distributing them among the city's retail sector in several 

public markets (mercados publicos). These intermediaries, referred to 

by the derogatory term of nmaloaueirowf well understood the structure 

of the retail market in Teresina and were inured to the discomforts of 

their profession: night travel, little time with their families, and, 

as a rule, meager remuneration. It was the maloqueiro who first res

ponded to the market needs of the incipient vegetable farmers. 

With an eye toward more lucrative returns, some of these small 

middlemen shifted to the marketing of tomatoes. The flexibility of 

their small-volume, unspeclalized enterprises and the atomistic nature 

of the public market retail system in Teresina facilitated the move to 

a new product, since serious modifications in the traditional structure 

were not required. As production increased even more in the Ibiapaba 

supply areas, the relatively thin Teresina market could no longer 

accommodate the expanding supply, particularly during the peak harvest 

summer season. This situation prompted middlemen—some from the Tere

sina market, but mostly not--to try the larger urban centers of Sao 

Luis (capital of the state of Maranhao) and Fortaleza (capital of Ceara 

and the largest potential market in the upper half of the Northeast). 
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Fortaleza, approximately the same distance from Ibiapaba as 

Teresina, had traditionally received its tomatoes from a nearby high

land region (the Serra d.e. Baturite) during the summer, and from 

distant Sao Paulo during the rainy season. Sao Luis had relied mostly 

upon a meager local production and somewhat upon Sao Paulo. In part, 

the necessity of dealing with modern, large-volume wholesalers from the 

southern areas of Brazil favored the emergence of large urban merchants 

in these Northeast centers. Also the larger and better organized 

retail sectors in these cities reinforced the need for large-volume 

wholesalers who could perform debulking functions efficiently. 

The presence of well-established wholesalers in the cities of 

Fortaleza and Sao Luis (and later Belem) encouraged the entry of large-

volume Ibiapaba middlemen into the vegetable market. These wholesale 

centers depended on large volume transactions which only middlemen 

capable of marketing by the truckload could provide. These middlemen 

were not lured away from the pre-tomato traditional market system, as 

had happened in the case of Teresina. Though some of the Teresina 

vegetable maloqueiros increased their scale and changed their routes to 

the larger centers, most of the new Fortaleza and Sao Luis middlemen 

came from a more well-to-do element in the Serra: truckers, merchants, 

and large middlemen of other products. 

Public efforts in the marketing sector also affected the deve

lopment of the Ibiapaba market system. In 1972, the state of Ceara 

inaugurated a large central wholesale market in Fortaleza (CEASA-

Centrais de Abastecimento. S.A.)f which in theory concentrated the 

entire process of the wholesale distribution of fruits and vegetables 
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under one roof. The vegetable wholesalers, who previously operated from 

various public markets around the city, were forced to relocate in the 

CEASA buildings and to adhere to its regulations of the wholesale 

market. Subsequently, similar CEASA's were opened in Sao Luis, Belem, 

and Teresina. 

COBAL (Compania Brasileira £& Alimentos). the official entity 

responsible for the CEASA system, envisaged mainly two major changes in 

the wholesale market. On one hand, the CEASATs would impose a sense of 

order and organization upon the heretofore diffuse wholesale sector. 

Wholesalers were urged to efficiently adjust volume marketed to space 

rented, to keep accurate books, and to maintain high standards of 

hygiene. On the other hand, policy-makers felt that the concentration 

of wholesalers would enhance competition between them, keeping whole

sale margins at a justifiable level. Such competition would also help 

to coordinate the flow of vegetables throughout the entire Northeast, 

since improved market communication between urban centers would channel 

produce to the CEASA reporting the highest prices. 

Government efforts also reached out into the Serra. In 1977 

MEPRO (Meroado do Produtor). a farmers' market, began to function in 

Tiangua, the major crossroads city of the Serra. The MEPRO was adminis

tered from the CEASA in Fortaleza and attempted to concentrate and 

"rationalize" rural assembly activities by offering farmers and middle

men a single physical location where public prices and market 

assistance were available to all market participants. The effects of 

the MEPRO and the CEASA system upon the regional market system of 



76 

vegetables are discussed throughout this study and summarized in the 

conclusions. 

The Ibiapaba market system for vegetable produce reveals a 

highly complex structure which weaves together both modern and tradi

tional elements. The tomatoes and other vegetables produced in the 

Serra can enter into several distinct channels of distribution which, 

at least theoretically, compete with one another for product input. 

This competition, as manifested in the strategies of the individual 

middlemen, permits valuable comparisons of efficiency and other perfor

mance criteria. The following sections of this chapter provide a 

general description of the types of market organization which distri

bute Serra product to the alternative urban markets. A more detailed 

analysis based upon survey and price data appears in subsequent chap

ters. 

Market Organization: Teresina, Pi'aui 

Though once the major market for Ibiapaba tomatoes, Teresina 

now accounts for about 14? of the total Serra product marketed through 

the CEASA system (SIMA-Servico Nacional de Informacao jig. Mercado 

Afrricolaf compiled from daily bulletins). The average monthly consump

tion of tomatoes in Teresina for 1979 was over 200 metric tons, an 

increase of more than 20$ over 1978 figures (Table 1). 

As they did when the Ibiapaba produce first began to enter 

Teresina over a decade ago, small-volume maloqueiros still supply this 

market. On the basis of my observations, I estimated the number of 

Teresina middlemen to be approximately eighty. They perform a wide 
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Table 1. Annual volumes of tomatoes marketed in the Ibiapaba supply 
area. 

ANNUAL VOLUMES OF MARKETED TOMATOES (metric tons) 

YEAR FORTALEZA TERESINA SAO LUIS BELEM 

1974 1 180.8 1 302.1 617.8 474.3 

1975 2 440.5 1 327.2 604.4 984.4 

1976 6 351 .8 1 869.6 759.7 2 098.3 

1977 6 444.1 1 869.4 971.1 966.3 

1978 9 239.5 2 080.0 2 540.7 1 870. 

1979 10 220.2 2 624.7 2 825.6 2 002.! 

Average Annual 
Percentage Change 80.2 16 4*1.8 53.5 

Source: Weber, Michael T. Update of Weber, et al. 1978. 



range of market functions: seek out plantings ready to harvest, bar

gain with the farmer, supervise grading and packing, usually arrange 

for transportation to bulking centers (e.g., MEPRO), supervise loading 

of truck, accompany the load to Teresina, sell directly to retailers at 

the CEASA, and provide short-term credit to their numerous retail 

customers. 

Most middlemen to Teresina do not own their transportation. 

Since their scale of operation cannot fill a truck to capacity, they 

rent truck space. Thus, several maloqueiros travel together in the 

same vehicle, their loads neatly separated and identified with marked 

crates. A space is left in the middle of the cargo to shelter the 

middlemen, since highway regulations prohibit riding atop the load. 

Most truckowners also market their own product, but at the same 

approximate scale of their colleagues, preferring to rent out the rest 

of the space. 

Each middleman travels to the Teresina market twice a week, 

once at the beginning and once at the end. Although the search for 

suppliers constitutes a more or less constant activity, actual prepara

tion for the trip begins the day before the targeted Teresina market. 

Depending on the type of assembly agreement made with the farmer and on 

where the truck will be loaded, the amount of time needed to ready the 

truck varies, though usually most of an afternoon is required. By 

late evening, the truck is loaded with its human and vegetable cargo 

and begins the long, arduous journey to Teresina. Normally, the middle

men arrive at the CEASA in Teresina in the middle of the night. Then 

each middleman's cargo is removed from the trucks and readied for sale. 
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Each maloqueiro stands with his cargo ready for the onslaught of 

retailers. At four ofclock in the morning, the gates are opened and 

hundreds of retailers rush forward to make their purchases. The market 

day ffeira) has begun; by midmorning it is finished. 

A strong wholesale sector has never emerged in the Teresina 

market despite CEASA efforts to establish one. The physical facility 

in fact reserves space for wholesaling activities and refers to the 

occupants of these areas as "wholesalers", but in reality these marke

ters retail a large part of their merchandise. The Teresina "whole

saler" does not have sufficient capital to purchase an entire truckload 

nor does he successfully compete with the Serra maloqueiro. 

Most likely, the atomistic structure of the retail subsector 

impedes the development of a strong wholesale component. Most consu

mers in Teresina are poor and buy their vegetables in the public 

markets and at neighborhood vegetable and fruit stands (auitanda). Due 

to inadequate conditions of storage and to the small size of individual 

transactions, the retailers prefer to renew their stocks daily but in 

small quantities. 

Ibiapaba middlemen extend significant amounts of credit to 

buyers in the Teresina market. After the close of the day*s market, 

the maloqueiros must go after their buyers to make good on the credit 

slips they have received in lieu of payment. The collection process 

usually takes more than one day (retailers do not settle their debts 

until the product has been sold to consumers), thus requiring the 

middlemen to stay at least one night in the city. During a normal 
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week, therefore, the maloqueiro spends four days away from the Serra. 

The market channel separating Serra producers from Teresina 

consumers is comprised of the fewest number of vertical links when 

compared with alternative urban markets (Figure 3). Because the Tere

sina maloqueiro assumes so many of the market functions (from rural 

bulking to urban wholesale), fewer vertical transactions occur, 

although at this point, little can be said regarding the efficiency of 

these services. Certainly the large number of buyers and sellers and 

the ease of market entry fulfill the major conditions of an organiza

tional model of perfect competition. 

From my observations of the Teresina market, I have estimated 

the supermarket chain to control around 20% of the total supply of the 

city. In most of the Northeast, supermarkets cater to a middle and 

upper class clientele and are located in the more affluent neighbor

hoods. I was able to Identify several large middlemen who supplied the 

Teresina supermarket system, and this dimension of the market channel 

differs significantly from the major flow of product. These intermedi

aries operate at a considerably higher scale and are obviously more 

affluent than their colleagues who sell exclusively in the CEASA. 

Market Organization: Sao Luis, Maranhao 

Wholesalers in the Sao Luis CEASA marketed a monthly average 

of 235 metric tons of tomatoes during 1979* a 17$ increase over the 

preceding year. This quantity represents 15? of the total Ibiapaba 

production marketed in the CEASA system and over 80$ of the total 

market demand for that city (Table 1). Nearly all of the green peppers, 
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chuchu, carrots, cucumber, and cabbage consumed in Sao Luis also come 

from the Serra. Most of this produce originates in the municipios of 

Tiangua and Guaraciaba do Norte and is transported by middlemen from 

Tiangua and Sao Benedito. The marketers who supply Sao Luis numbered 

around 20 at the time of the study and, as a rule, marketed a signifi

cantly larger volume than the Teresina maloqueiros. The standard 

volume carried by each middleman was the truckload. 

Serra middlemen travel to Sao Luis only once a week. The large 

volume marketed, the greater distance between Ibiapaba and Sao Luis, 

and the fact that buyers in Sao Luis pay for their merchandise in 

credit slips redeemable only one or two days later make more frequent 

trips to this market organizationally infeasible. My discussions with 

Sao Luis intermediaries revealed that an informal agreement with CEASA 

officials determined the day of the week that each middleman could 

regularly enter the market. Apparently, this arrangement could not be 

easily altered, and the immediate effect was to mitigate the instabil

ity of supply by controlling the amount reaching the wholesalers on a 

given day. In fact, when a Serra cooperative attempted to enter the Sao 

Luis market many of the Serra middlemen objected vociferously to the 

destabilizing effect of this action. 

The middlemen to Sao Luis also travel at night after having 

spent the day preparing their load. Most, however, do not buy directly 

from the farmers but rather from other Ibiapaba middlemen specialized 

in rural bulking and assembly. The rather recent (mid-1970fs) emergence 

of the specialized rural assembler represents a major organizational 

change in marketing behavior, in that it facilitates access to lines of 
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supply in various municipios. Thus, large middlemen to urban centers 

need not acquire extensive knowledge of production patterns in each 

supply area. 

In Guaraciaba do Norte, rural assemblers own private warehouses 

and sell to a number of transporting middlemen. In Tiangua the assem

blers operate out of the MEPRO and are usually contracted to a single 

transporter. In either case, the assembler does not travel, but pre

pares the load for other transporting middlemen. The middleman to Sao 

Lui3 expects to find a truckload of produce assembled, classified, and 

crated, for which services he pays a per kilo amount. 

In contrast to the Teresina market, the CEASA in Sao Luis has 

a vigorous wholesale subsector. When the Serra middleman arrives in 

the CEASA around daybreak, he delivers his product to a wholesaler or, 

in some cases, sells part of the load to supermarket agents and other 

retailers. As in Teresina, the middleman is paid in credit slips and 

must wait until payment can be effected. 

The Sao Luis market channel evinces a structural complexity not 

found in Teresina (Figure 4). Most of the middlemen to Sao Luis pur

chase their product from specialized rural assemblers in the Serra and 

thus do not have any direct contact with the producers themselves. 

There are at least five transactions separating the Serra farmer from 

the Sao Luis consumer. Again, the supermarket system accounts for 

about 20% of the total Sao Luis volume and this channel variant reduces 

the number of links by by-passing the wholesaler. 
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Market Organization: Fortaleza, Ceara 

Fortaleza, the largest urban center in the Ibiapaba supply-

region, consumed a monthly average of 850 metric tons of Ibiapaba 

tomatoes in 1979» or 99? of the city's total demand for that product. 

This amount represents a ten percent increase over the previous year 

(Table 1). The Ibiapaba highland also supplies the majority of green 

pepper, cucumber, cauliflower, and passion fruit (maracuja) consumed in 

Fortaleza and its proximities. {A nearby highland area, the Serra de 

Baturite, still retains the carrot, beet, and chuchu market.) 

Approximately thirty Ibiapaba intermediaries work the Fortaleza 

market. As was true of Teresina, the middlemen follow a two day market 

pattern, the markets at the end of the week being decidedly larger than 

those in the beginning. The Fortaleza marketers also travel at night 

in order to arrive before the early morning feira. However, in con

trast to the other markets, payment is made after the close of market 

activities, thus allowing the middlemen to return to the Serra on the 

same day. 

Vegetables from the Serra flow into the Fortaleza market 

through three distinct channels (Figure 5). Tomatoes particularly come 

from all the producing municipios of the Serra, but arrive at the CEASA 

through quite different structural arrangements, or modules. Approxi

mately, forty percent of the total demand for tomatoes in Fortaleza is 

met by urban wholesalers who have backwardly integrated marketing and 

production activities. These integrated wholesalers in the CEASA of 

Fortaleza specialize only in tomatoes and in the Serra municipio of 

Guaraciaba do Norte, where they maintain extensive plantings and 
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finance the production of others. These vertically integrated firms 

perform all the rural assembly, grading and packing, transportation, 

and debulking of the product. Four vertically integrated firms were in 

operation at the time of the study, and in terms of capital invested, 

scale, and access to information, they constituted the most powerful 

participants in the system. 

Another 40$ of the tomato supply enters the market through 

Serra middlemen who buy from farmers and sell to the (non-integrated) 

wholesalers in CEASA. These marketers tend to diversify their product 

somewhat, though tomatoes still predominate in terms of volume and 

value of cargo. The Fortaleza middlemen tend to operate at a higher 

scale and to be more highly capitalized when compared to their Teresina 

colleagues. 

Fortaleza's relatively well developed supermarket chain 

accounts for about 20? of the vegetables sold in the city. The super

market buyers have informal contracts with individual middlemen from 

the Serra who have demonstrated that they can provide vegetables on a 

regular basis. At the time of the study, two middleman firms fulfilled 

most of the vegetable needs for the supermarket system. The larger of 

these marketers employed specialized rural assemblers to assure his 

Serra supply sources. 

To feed its large populace, Fortaleza has a multi-faceted 

retail system which includes large public markets, a daily street 

market (feira livre), innumerable fruit and vegetable shops, and a 

sophisticated supermarket chain. The distribution of product through
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out the city varies sharply according to income level, the wealthy 

preferring the supermarket or modern vegetable markets, while consumers 

with more modest incomes frequent the public markets, street markets, 

or small shops. The poorest segment of the population can seldom 

afford the luxury of vegetables, then only in minute quantities. I 

frequently talked with children from the most destitute neighborhoods 

who begged for the unwanted and spoiled product of the CEASA whole

salers. These young merchants would then cut off the spoiled parts and 

prepare "platefuls" of vegetables (perhaps a half onion, some lettuce, 

a piece of tomato, etc.) for sale to neighboring housewives. A similar 

diversity characterizes the retail sectors of most of the cities of 

Northeast Brazil. 

In sum, vegetables destined for the Fortaleza market may enter 

one of several channels. In the most integrated structure, three 

transactions separate the producer from the consumer. In the channel 

which includes Serra middlemen and urban wholesalers, the number of 

links increases to four. The importance of these alternative channels 

will be discussed later. 

Other Market Outlets 

The Ibiapaba region participates in another major vegetable 

market (though to a less significant degree) and supplies a number of 

minor markets. The city of Belem at the mouth of the Amazon River, with 

its population of 600,000, acts as an entrepot for a large part of the 

Amazon region. The major supplier of the Belem vegetable market is Sao 

Paulo, some 3500 kilometers to the south. Despite its more advantageous 



location (about 1000 kilometers away), the Xbiapaba product enters the 

Belem market only during the peak harvest season from September to 

January when prices are low and the quality of Ibiapaba tomatoes high. 

Belem wholesalers differentiate the Ibiapaba from the Sao Paulo pro

duct, affording the latter a high value because, it is claimed, of 

customer preference. 

The Ibiapaba middlemen who supply the Belem market display 

considerable entrepreneurial ability and adaptability. They communi

cate frequently with Belem wholesalers and, on the basis of verbal 

buying commitments, rapidly mobilize their resources (product, trans

portation, crates, etc.). One middleman from Sao Benedito, a major 

shipper to Belem, sends as many as four truckloads a week when the 

market permits, a schedule which requires intense activity and near-

perfect organization to assemble and ship such quantity of product. 

Consequently, the market channel to Belem depends heavily upon the 

specialized rural assemblers to perform the bulking functions. Less 

than ten middlemen from the Serra travel to Belem, due to the Irregular 

nature of the market. All of these own trucks, a capital good which 

can be readily transferred to alternative activities. 

A significant number of middlemen operate chains of periodic 

markets throughout the interior regions of the states of Ceara, Piaui, 

Maranhao, and Para. Having assembled a load in the Serra, these marke

ters follow regular routes which include the major county seats of the 

interior. None of these cities can accommodate an entire truckload, 

thus the middleman must arrange a schedule of stops. At each market, 

they sell their product to the local retailers, usually in the public 
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market of the city. Though residents of the Serra, these middlemen 

spend most of the week on the road. Since they enter no CEASA, their 

number and total volume cannot be accurately determined. However, on 

the basis of my observations and discussions with their principal 

suppliers, the specialized assemblers, I estimate their numbers to 

approximate twenty and their total volume to account for 1056 of the 

total production of the Serra. 

A Summary Pisoussion 

The marketing system for vegetables in the Serra da Ibiapaba 

faces several difficulties, some of which characterize similar systems 

elsewhere and some of which are peculiar to the region. A successful 

market must develop structures which accommodate the assembly, trans

portation, and distribution activities necessary to meet consumer 

demand. Similarly, the system must channel information regarding supply 

and demand, product quality, timing, etc., to all its participants. 

These factors represent a sine qua non of market organization and 

coordination. 

The response of the Ibiapaba market to these prerequisites has 

been varied, as the above description reveals. Several functional 

types of middlemen have emerged to meet market challenges: the tradi

tional middleman, "generalized" in the sense that he performs 

essentially all of the assembly, transportation, and resale functions, 

the specialized rural assemblers, the Sao Luis and Belem middlemen who 

buy from assemblers and are thus "specialized" in transportation and 

resale functions, the integrated wholesales, and the retailers. Under 
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different functional combinations market coordination is achieved 

either through the vertical integration of market firms or through 

price and market mechanisms. In the chapters that follow, this varia

tion and complexity will be systematically analyzed, both from a 

perspective of the individual participants and their market strategies 

and from a level of the system as a whole. 

Other unique problems derive from the nature of the product and 

the Ibiapaba pattern of production. Tomatoes and other perishable 

vegetables cannot be stored, or as one farmer stoically put it: "Pick 

it and it's dead." This product characteristic makes timing a crucial 

consideration for both farmer and middleman. At harvest, the supply of 

vegetables in the region is perfectly inelastic: since the farmer can 

only decide to sell or not to sell at the determined price. This 

situation may put the farmer in a decidedly unfavorable bargaining 

position vis-a-vis the buyer, and it also reduces the ability of the 

system to respond to disequilibria in supply and demand. Without 

perfect control over supply, therefore, the market in perishables 

suffers an extreme price variation, thrusting an inordinate amount of 

risk upon both producer and middleman. Thus the short life of vege

tables under natural conditions in the tropics is reflected in the all-

encompassing importance of timing and in the uncertainties and risks 

caused by the oscillations of price. 

The production pattern of the Ibiapaba region renders difficult 

the process of assembly and bulking. Of the thousands of producers in 

the Serra, few plant more than two acres of vegetables at any given 
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time, and the plantings, once concentrated in the humid zone, have now 

spread to the drier oarrasco. Though the feeder road system has 

improved with government investment in infrastructure, problems of 

access to the fields seriously hinders the assembly process. The 

atomistic structure of production and the isolation of many of the 

farms increases assembly .costs from the perspective of the system and, 

from the perspective of the individual farmer, makes the sale of the 

harvest uncertain, because in that a middleman may not be available at 

the critical time. 

Farmers also feel Increasing pressure from the rapidly rising 

costs of agricultural inputs, especially fertilizers and insecticides. 

The unbridled inflation rate (79? in 1979) assails the producer from 

the cost side, yet does not always guarantee an inflationary compensa

tion on the returns side. Consequently, the marketing system plays an 

important role in maintaining efficient margins and seeking out alter

native markets in order that farmers not become discouraged from 

further planting. 

In sum, the description of the Ibiapaba region and its marke

ting system demonstrates in a salient fashion the trade-off that rapid 

change may entail. From an existence that once emphasized stability 

under conditions of regional self-sufficiency, the Serra has now come 

to experience rapid growth, but at the cost of relative loss of control 

over the factors which govern its future. With the possibility of a 

better income comes the increase in risks. The region confronts the 

challenge of adaptation to new terras of integration into the broader 

economy of the Northeast and of the entire country. The final shape of 
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this integration and the future of the Ibiapaba peasant will depend to 

a significant extent upon the success of the new patterns of intensive 

agriculture and the marketing system that serves it. 



SOCIO-ECONOMIC PROFILES OF MARKET PARTICIPANTS 

In any market system, but especially where risks impose a sense 

of urgency upon marketing activities, the crucial dimension of the 

economic transaction involves the interaction of people. Buyer-seller 

relationships form the core of a market system and, as quintessential 

social acts, transpire not in isolation but within a specific socio-

cultural environment. Both farmers and middlemen enter the economic 

forum as members of a society with a distinct set of cultural values. 

As Polanyi's now-famous dictum states, economic activity is "embedded" 

in the social and cultural institutions of the society. Since market 

systems minimally require the presence of capital, knowledge, indivi

duals with goals, motivations, and a modicum of entrepreneurial 

ability—all of which are affected by the cultural context—it is 

necessary to consider both the middlemen and the farmers in their full 

complexity, that is, in terms of 3ocio-oultural as well as economic 

factors. 

In this chapter, detailed profiles of first the Ibiapaba 

middlemen and then of the producers will attempt to present these 

market participants as members of a socio-economic environment. The 

important question underpinning the organization of these data asks 

whether middlemen and producers can be sorted into subgroups according 

to socio-economic criteria which might tellingly illuminate distinct 

patterns of market behavior. 

9k 
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Ibiapaba Middlemen 

Of the 100-150 fruit and vegetable middlemen estimated to 

operate within the Ibiapaba region, about one half (62) were sampled 

and formally interviewed. The sample was designed to proportionally 

represent the distribution of the middleman population in terms of 

municipio of residence and market destination. Thus I attempted to 

construct the sample so that, for example, one half of the middlemen 

to Fortaleza, Teresina, Sao Luis, and Belem were included, as well as 

similar proportions of middlemen from the five major tomato producing 

municipios: Guaraciaba do Norte, Sao Benedito, Ibiapina, Ubajara, and 

Tiangua. Since no official list of middlemen was available in each 

municipio, the interview team put together an informal list from which 

an attempt was made to interview each middleman. Also, these indivi

duals spend much time away from the Serra, and it was particularly 

difficult to find the middlemen at home. Some also showed themselves 

reluctant to endure the two hour interview session. Generally, however, 

I feel that the sample adequately represents the total population, and 

I can identify no factor which might compromise the randomness of the 

selection process. In terms of functional type, the sample does some

what overrepresent the specialized rural assembler and also under-

represents the integrated urban wholesaler. However, the analysis of 

functional type is not subjected to rigorous statistical analysis in 

this research. Tables 2, 3, and 4 provide a basic description of the 

sample composition by residence, urban market, and type. A substantial 

amount of additional data was obtained through informal discussions 
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with a smaller number of intermediaries, some of whom were not formally 

interviewed. The richness of information which these individuals so 

generously imparted formed a solid basis for the analysis and interpre

tation of the extensive questionnaire data. 

Table 2. Composition of the middleman sample by urban market 
and municipio of residence. 

U R B A N  M A R K E T  

MUNICIPIO Fortaleza 
fNl 

Teresina 
m 

Sao Luis 
f N) 

Bel em 
(N) 

TOTALS 

G. do Norte 1 0 0 0 1 

S. Benedito 0 1 5 0 6 

Ibiapina 1 2 0 0 3 

Ubajara 7 1 0 1 9 

Tiangua 4 25 3 2 3 4 

TOTALS 13 29 8 3 53a 

Source: Ibiapaba Middleman Project 

(a) Specialized rural assemblers not included, they do not travel. 
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Table 3. Composition of the middleman sample by functional type and 
muncipio of residence. 

F U N C T I O N A L  T Y P E  

Specialized Generalized Specialized Integrated 
MUNICIPIO Assembler Middleman Middleman Wholesaler 

(N) (N) (N) (N) 

G. do Norte HO 0 1 

S. Benedito 0 1 5 0 

Ibiapina 0 3 0 0 

Ubajara 0 8 10 

Tiangua 5 29 5 0 

TOTALS 9 il V\ 1 = 62 

Source: Ibiapaba Middleman Project Survey 

Table 4. Composition of the middleman sample by functional type and 
urban market. 

F U N C T I O N A L  T Y P E  

URBAN Generalized Specialized Integrated 
MARKET Middleman Middleman Wholesaler TOTALS 

(N) (N) (N) 

Fortaleza 12 0 1 13 

Teresina 29 0 0 29 

Sao Luis 0 8 0 8 

Belem 0 3 0 3 

TOTALS H1 11 1 53a 

Source: Ibiapaba Middleman Project Survey 

(a) Specialized rural assemblers not included, they do not travel. 
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In each of the municipios considered here, the purchasing pat

terns and principal market destinations suggest a tendency toward the 

specialization of market, Ibiapina is the only municipio which does 

not have a resident population of middlemen large enough to handle its 

volume of production, thus requiring the presence of marketers from 

outside the municipio. In the other municipios, local middlemen con

trol the major flows of local product. In Guaraciaba do Norte, about 

half the production goes to Fortaleza through vertically integrated 

wholesale firms while the other half enters a specialized channel for 

either Sao Luis or Belem. Sao Benedito middlemen are concentrated in 

the Sao Luis market, and Ubajara ships primarily to Fortaleza. The 

variability expressed in these patterns reflects several factors: the 

historical beginnings of tomato production in Ubajara and Tiangua, the 

emergence of the specialized market structure to Sao Luis and Belem, 

and the distribution of agricultural resources prior to the change 

toward commercial vegetable farming. 

Economic Dimensions of the Middleman Firm 

Once the data from the questionnaires had been collected, an 

attempt was made to organize the sample into groups. From informal 

discussions with middlemen, several economic criteria were selected 

because they provided the basis of the middleman enterprise. These 

criteria—volume of working capital, volume of fixed capital, and 

average marketed volume—were then set to the task of sorting out 

sample differences. 

Working Capital. The middleman enterprise requires an invest
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ment in resources both economic and human. Although the middlemen 

themselves recognize the importance of their labor, knowledge, and 

entrepreneurial ability as inputs into the marketing process, they 

express an overriding concern about the constraints which capital 

places on their activities. Although a large fixed capital investment 

is not essential for market entry, several kinds of immediate variable 

expenses make a certain amount of working capital (capital da giro) an 

absolute sine qua non of market entry and operation. Most farmers 

require at least partial payment upon delivery or pick-up of their 

product; transportation costs for both truck owners and truck renters 

must be met out-of-pocket; middlemen to Teresina, Sao Luis, and Belem 

face the expenses of the hated value-added tax fICM—Imposto da. 

Circulacao de Meroadoria). These costs (all of which vary directly 

with the volume of movement) plus the incidental expenses of travel, 

determine at what level a middleman may operate in the market. 

As a general rule, the key to marketing success lies in the 

ability to protect one's working capital not only from vicissitudes of 

the market but also from any tendency toward self-indulgement in per

sonal "luxuries". Middlemen repeatedly emphasized the necessity for 

frugality in personal life style and could point to near-legendary 

examples of colleagues who had reached the pinnacle of success only to 

dissipate their capital funds on non-professional and extra-curricular 

expenses. The reserve of working capital is considered inviolable and 

is the major focus of management efforts. 

Fixed Capital. At its minimum fixed capital investment entails 
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only one absolutely unavoidable expense for marketers to the urban 

centers: crating materials. The traditional crate remains the jaca, a 

rustic woven basket of split bamboo with a tare weight of approximately 

2.5 kilos and an overall average capacity of 45-50 kilos of tomatoes. 

During the time of study, the jaca sold for 20-30 cruzeiros apiece in 

the various municipios of the Serra, the supply coming from the rela

tively distant regions of Piaui and Maranhao. Since the sharp edges of 

the bamboo cause serious product losses and because of the short use-

life of the crate itself (from one to six months), officials at the 

Meroado do Produtor in Tiangua have introduced standardized plastic 

crates with a capacity of 25 kilos, which the MEPR0 rents to middlemen 

on a monthly or yearly basis. Initial acceptance of this innovation 

suggests that within a few years (as the plastic crates become more 

available), the jaca will have been totally replaced. However, this 

substitution has not yet occurred. 

In terms of the type and quantity of resources employed in the 

middleman enterprise, the major fixed capital item is the truck, the 

purchase of which constitutes a long-range goal for many of the middle

men interviewed. In a money-poor economy, however, the expenditure of 

300,000 to 500,000 cruzeiros can be seriously considered only by those 

having ready access to significant reserves of resources. Even for 

those who can purchase a used truck under the most convenient of finan

cing plans, the initial investment still surpasses 100,000 cruzeiros. 

Thus the majority of the marketers (70?) rely upon rented transporta

tion. 
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To some extent, the acquisition of a truck places the middleman 

into a different category insofar as truck ownership multiplies one's 

economic opportunities. Trucks can easily be converted into alterna

tive service. Several middlemen not only use their own vehicles for 

the marketing enterprise, but also rent it out between marketing trips. 

Others periodically contract out the services of their own truck, then 

rent another to transport their product to market. Furthermore, each 

truck-owning middleman takes advantage of the return trip from the 

urban market either to haul back to the Serra some marketable good--

usually steer and goat manure, but also rice and cement—or simply to 

return with any given freight for a stipulated fee. In their particu

lar manner of accounting, the middlemen consider the income derived 

from their truck on its return trip as a distinct item set apart from 

the cost of the marketing enterprise. As if he rented the truck from 

himself, the middleman feels that the marketing activity must pay its 

way and the truck must pay for itself. This well expresses the great 

value placed upon truck ownership. 

A more accessible fixed capital investment is the small-sized 

truck used for the rural assembly of the product. A used pick-up or 

carry-all could be purchased for around 50,000 cruzeiros at the time of 

the study, a price which even some small-volume intermediaries could 

meet with appropriate financing. Once again, a pick-up provides a 

source of outside income for its owner, since the demand for transpor

tation into the outlying districts of the muncipios is ever-present. 

A final category of fixed capital investment applies principally 
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to the specialized rural assemblers, although not exclusively so. 

Middlemen require a locale from which the assembly process can be 

organized and where the trucks can be loaded. The small-volume middle

men usually rent a room of warehouse space in the municipio center. 

Some of the larger marketers have, however, built or bought their own 

warehouses at considerable expense. The only municipio where warehouses 

are not used, Tiangua, has seen the assembly process transferred to the 

government facility, the Mercado do Produtor. In Guaraciaba do Norte, 

where specialized rural assemblers dominate a large share of the total 

displacement of product, more elaborate warehouses concentrate marke

ting activities. 

Average Marketed Volume. The average volume of marketed pro

duct per urban market trip (or per week in the case of the specialized 

rural assemblers) can be estimated in two ways. The questionnaire 

asked each interviewee to indicate by product the average weight of a 

normal market cargo during both the peak summer and the more scarce 

winter seasons. However, although the weights per product appeared 

accurate enough, the middlemen did not commonly market every product on 

every market trip. Thus, I suspected that this estimate of average 

volume exceeded the actual amount. Accordingly, I employed a second 

measure derived from a direct multiple of the number of crates owned by 

each middleman. This estimate assumes that 40 kilos per jaca repre

sents an accurate average weight and that a negligible amount of 

product is transported in packaging materials other than the jaca 

(e.g., sacks) or, as the case may be, uncrated. In fact, these two 
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estimates probably set a quite narrow interval within which the true 

average marketed volume falls. 

My observations of the marketing process tend to confirm the 

validity of these figures. The normal load capacity of the most 

commonly-used trucks varies between 10 and 12 thousand kilos. Approxi

mately one half of the sample selling to Fortaleza or Sao Luis traveled 

with one other colleague, the average number of middlemen per truck to 

the Teresina market was five, and all the middlemen to Belem operated 

alone. The multiplication of average number of middlemen per truck 

times the average load per middleman provides results which concur with 

average truckload quantities to the different urban markets. 

Economic Differences in the Middleman Sample 

The three economic characteristics described above provided the 

criteria to measure basic differences in the middlemam sample. I 

first established sample subgroups according to the urban market 

destination of the middlemen. The specialized rural assemblers, because 

they do not travel, were considered a group apart and analyzed in terms 

of municipio of residence. Although market destination did constitute 

an important variable for understanding sample variability, significant 

differences remained uncovered. Consequently, I experimented separately 

with alternative subgroupings based upon the criteria of volume mar

keted (per trip or week) and total fixed capital employed in the firm. 

Finally, I arrived at a satisfactory subgroup structure based upon a 

combination of marketed volume and fixed capital resources. These 

alternative subgrouping are considered separately below. 
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Specialized Rural Assemblers. The specialized rural assembly 

system forms part of the market structures which channel tomatoes and 

other vegetables to Sao Luis and Belem. Specialized rural assemblers 

first appeared in Guaraciaba do Norte, and specialized middlemen from 

Sao Benedito and Tiangua still depend largely upon this channel of 

supply. With the establishment of the MEPRO in Tiangua along with its 

facility for rural assembly, several small-volume rural assemblers 

(themselves once traveling middlemen who wearied of the risk and toil) 

now supply a number of Sao Luis middlemen and a large Fortaleza marke

ter who provisions the supermarket system of that city. 

By definition, rural assemblers do not travel to the urban 

markets. Rather their function lies in the seeking out of gardens 

ready to harvest, buying and concentrating the product at a given 

point, where it will be ready for loading onto the specialized middle

man's truck. The principal vehicle required by rural assemblers is the 

pick-up, and in Guaraciaba, warehouse space constitutes another major 

investment. As a rule, the atravessador must maintain good relations 

with the producing population in order to keep abreast of which farmer 

has available product at what time. 

There are significant differences between the rural assemblers 

of Guaraciaba and those of Tiangua (Table 5). The former operate large 

volume businesses, turning over an average of three truckloads of 

tomatoes a week (since many rural assemblers do not own jacas, only one 

measure of volume marketed was employed). In fact, Guaraciaba assem

blers have also specialized in tomatoes, whereas their Tiangua counter-
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Table 5. Economic characteristics of specialized rural assemblers 
in Guaraciaba do Norte and Tiangua. 

Economic Characteristics (MEDIANS) 

Residence N 

Summer 
Volume 

(kgs./week) 

Winter 
Volume 

(kgs./week) 

Working 
Capital 

(Cr$) 

Fixed 
Capital 

(Cr$) 

Total 
Debt 
(Cr$) 

Guaraciaba 
do Norte 4 34 950 15 000 45 000 93 700 3 333 

Tiangua 5 5 600 5 600 18 750 2 000 625 

P-Value 
(Mann-Whitney) 

<.01 <•15 <.01 <.01 <.45 

Source: Ibiapaba Middleman Project Survey 
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parts also bulk minor quantities of green pepper, ohuohuf avooadoes, 

and passion fruit. The vast difference in fixed investments reflects 

the large warehouse facilities the Guaraciaba assemblers have built. 

In sum, the Guaraciaba sample subgroup reflects a large, vigorous 

enterprise, while in Tiangua, the rural assemblers survive with one or 

two buyers, having traded (as several admitted) the insecurity and 

instability of traveling for a more stable if lower Income. 

Subgroups bv Market Destination. The differentiation of the 

middleman sample by market destination shows that different types of 

middleman enterprises travel to alternative urban markets (Table 6). 

The marketers who supply the Teresina market operate at a scale appro

ximately half that of the entire sample, while their total outstanding 

debt in proportion to working capital is the highest. This fact illu

minates the relative inability of the small-volume intermediary to 

readily increase fixed capital reserves, that is, to increase the scale 

of the firm. Stated otherwise, as the size of the enterprise grows, so 

concomitantly does the income generating power of the fund of working 

capital, thus permitting the acquisition of necessary capital items 

(trucks, principally) without the necessity of burdensome and expensive 

financing. 

At the opposite end of the spectrum, the middlemen who enter 

Belem operate with truckload volumes, which require commensurately 

heavy investments in both working and fixed capital. The return trip 

from Belem also holds lucrative possibilities, since the high demand 

for trucks willing to haul lumber back to Ceara assures the middleman 



Table 6. Economic characteristics of middleman sample by urban 
market. 
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Economic Characteristics (Medians) 

Urban Market N 

Summer 
Volume 

(Kgs./trip) 

Winter 
Volume 

(Kgs./trip) 

Working 
Capital 
(Cr *) 

Fixed 
Capital 
(Cr $) 

Total 
Debt 
(Cr S) 

Fortaleza 13 8,30C 6,^00 19,500 22^,000 15,000 

Teresina 29 2,500 2,000 9,875 1,175 917 

Sao Luis 8 10t150 9,^50 31,000 if,650 6,000 

Belem 3 14,000 10,000 100,000 182,000 130,000 

P-Value 
(Kruskal-Wallis) <.01 <.01 <.01 <.05 • 51 

Source: Ibiapaba Middleman Project Survey 



108 

an attractive freight fee. 

The profiles of the middlemen to Fortaleza and Sao Luis do not 

offer the clear patterns of the other groups. Among Fortaleza marke

ters, the coexistence of generalized middlemen traveling in rented 

trucks with integrated urban wholesalers who ship as many as four 

truckloads weekly dilutes the effectiveness of the estimated averages 

as adequate descriptors of the subgroups. Similarly, in middlemen with 

significantly different fixed resources compete in the Sao Luis market, 

and the failure to identify this variability may indeed camouflage 

differences in underlying patterns of economic behavior. Non-parametric 

significance tests reveal that only the variables of volume marketed 

and working capital display significant differences between Teresina 

and the other markets. All other differences are statistically 

unclear, and this ambiguity argues for a sample subgrouping which cuts 

across urban market distinctions (Appendix A contains the results of 

these significance tests). 

Subgroups J2X Volume Marketed bx Total Fixed Investment. 

Since the subgrouping by market destination did not resolve some of the 

ambiguity resulting from large and small middlemen in the same urban 

market, two alternative subgroupings were used (Table 7). One divided 

the sample according to the scale of operation of middleman firms 

(SCALE), the other used firm size (SIZE). The per trip volume of 

marketed product was selected as a measure of firm scale (estimated 

from the numbers of jacas owned by the individual middlemen), and total 

fixed investment (including vehicles, crates, and warehouse facilities) 
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Economic Characteristics (Medians) 
Summer 
Volume 

Criterion N (Kgs./trip) 

Winter 
Volume 

(Kgs./trip) 

Working 
Capital 
(Cr $) 

Fixed 
Capital 
(Cr S )  

Total 
Debt 
(Cr S )  

(i) According to the Criterion of Scale 

Scale Ia 29 2,325 1,900 9,583 1,167 571 

Scale IIb 24 10,050 8,050 40,000 238,250 57,500 

P-Value 
(Mann-Whitney) <.01 <.01 <.01 <.01 <.01 

(ii) According to the Criterion of Size 

Size Ic 31 2,800 2,125 9,800 1,200 120 

Size IId 22 9,250 7,400 31,000 29^,600 143,500 

p-Value 
(Mann-Whitney <".01 <.01 <.01 <.01 <.01 

Source: Ibiapaba Middleman Project Survey 

(a) Number of crates less than or equal to 80. 
(b) Number of crates greater than 90, 
Cc) Fixed investment less than or equal to Cr $50,000. 
(d) Fixed investment greater than Cr 350,000. 
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provided a quantitative measure of firm size. 

The subgroups differentiated either by scale or by size display 

significant differences for all the economic variables considered here 

(see Appendix A). However, because several Teresina middlemen own 

trucks but market a moderately small volume of product, the variable of 

total fixed investment becomes distorted. In effect, these truckowners 

record high fixed investments but low volume and working capital 

averages. Analogously, firm size fails to distinguish between those 

Sao Luis and Fortaleza middlemen who operate at a relatively large 

scale but do not own transportation. Here the working capital and 

volume of movement variables appear high, while total fixed investment 

reports low. Thus, while statistically significant differences are 

obtained, observed ambiguities in the types of enterprise still remain. 

Subgroups bv Scale and Size. A final procedure isolated the 

more ambiguous elements into a distinct subgroups by discriminating the 

sample on the basis of two simultaneous criteria: number of crates (as 

the indicator of average volume of movement) and total fixed invest

ment. The first sample subgroup (SUBGROUP I) was thus defined as 

having less than 80 jacas and a total fixed investment of less than 

$Cr50,000. A second subgroup (SUBGROUP II) was defined by a fixed 

investment higher than $Cr50,000 and less than 80 jacas or a total 

fixed investment less than $Cr50,000 and more than 80 jacas. The third 

subgroup (SUBGROUP III) was defined as having a total fixed investment 

greater than $Cr50,000 and more than 80 jacas (Table 8). Statistical 

significances are again found in Appendix A. 



Table 8. Economic characteristics of the middleman sample (less assemblers) grouped 
according to scale and size criteria. 

Subgroups 

Economic Characteristics (Medians) 
Rummer Winter Working Fixed Total 
Volume Volume Capital Capital Debt 

(Kgs./trip) (Kps./trip) (Cr ft) (Cr 15) (Cr $) 

Urban Markets 

Fort Ter SL Bel 
(N) (N) (N) (N) 

Ia (N=25) 

IIb (N=10) 

IIIC (N=l8) 

2,125 

9,500 

10,350 

1,900 

7,100 

7,550 

6,333 

20,333 

8JtO 

5,250 

286 

17,000 

*tl,000 29^,600 132,500 

3 

2 

8 

21 

It 

k 

1 

3 

0 

0 

3 

P-Value 
(Kruskal-Wallis) <.01 <.01 <.01 <.01 <.01 

Source: Ibiapaba Middleman Project Survey 

(a) Scale < 80 crates and size ^ 50,000 cruzeiros. 
(b) Scale -> 80 crates and size < 50,000 cruzeiros, or 

scale < 80 crates and size > 50,000 cruzeiros. 
(c) Scale > 80 crates and size > 50,000 cruzeiros. 
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The wide intergroup differences recorded here for every econo

mic variable considered affords important insights into the dynamic 

nature of the Ibiapaba market system. Not only does this system permit 

relatively easy entry (at least in terms of the economic requirements), 

but it also accommodates diverse combinations of resources and all 

scales of operation from the very small volume, low capital 

enterprise--strikingly analogous to agricultural subsistence 

activities—to high capital and large volume operations. All important 

variants appear accounted for within this system. 

The relationship of total debt to working capital reinforces 

the economic profiles created by the other variables and provides some 

insight into the internal dynamics of the marketing firms within the 

system. Although the sample breakdown by market destination revealed 

the Teresina component to have the largest average volume of debt, this 

result reflects the presence of the small-volume middlemen who own 

trucks, an element now part of SUBGROUP II. In general, the small-

volume middleman either cannot or is reluctant to contract substantial 

debts. His low level of working capital does not permit a significant 

reserve of savings (nor other means of access to a down payment) and 

what debt he does incur represents an attempt to solve problems invol

ving the insufficiency of working capital. However, as the enterprising 

middleman increases the size of the firm, first accumulating a greater 

reserve of working capital and then increasing the volume of movement, 

he finds that his opportunities have expanded principally with regard 

to the possibility of purchasing a truck (the major debt item for the 
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second and third subgroups). With a larger working capital and a new 

source of income provided by the truck, the middleman feels less con

strained and threatened by the weight of a large debt. With size comes 

a different business perspective which recognizes in credit a powerful 

instrument for creating a vigorous enterprise. Thus a successful firm 

gains financial power through the increase and rapid turnover of Its 

working capital, which enables the total fixed investment to grow. 

Hand in hand these two variables pull the firm up to a maximum scale of 

operation, at which point debt tends to decrease, since the middleman 

ultimately achieves a capacity to make large investments without finan

cing. 

Summary. Analysis of economic characteristics of Ibiapaba 

m-arket firms reveals a remarkable amount of intrasample variability. 

Middlemen face a wide spectrum of alternatives for entering the market, 

and many types of market strategies are employed. However, a signifi

cant subgrouping of the sample based upon criteria of size of firm and 

scale of operation argues that certain types of market firms are more 

common. At one end, there are middlemen with few resources marketing 

small volumes of produce, while at the same time the market attracts 

middlemen with large reserves who market large quantities of product. 

These two types account for nearly 80$ of the sample. Between these 

polar groups come small-volume middlemen with large capital resources 

as well as large-volume middlemen with few capital resources. The 

significance of this variability will be reiterated frequently in the 

course of this work. 
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Social Characteristics of the Middleman Sample 

Discussion of the economic dimensions of the middleman sample 

suggests that non-economic variables might reveal commensurate patterns 

of variability within the group. The major problem is to determine 

whether the three subgroups defined above provide an adequate framework 

for understanding the variation in other characteristics which can 

affect middleman behavior in the marketplace: level of education, 

professional experience, socio-economic status, and entrepreneurial 

awareness. Each of these will be considered within the cultural milieu 

of the Ibiapaba region. 

Social Attitudes Toward Marketing. In the Serra da Ibiapaba 

(as in the rest of the Northeast), where access to productive resources 

determines class distinctions and only limited opportunities for class 

mobility exist, buying and selling attracts both the rich and the poor. 

Within and between classes, individuals perceive commercial dealing as 

one of the few alternatives to agriculture (or migration) and as one of 

the few possible means of economic maneuverability and upward mobility. 

Thus imbued with strongly positive cultural value, the ability to buy 

and sell well, that is, to be sharp and astute ("esperto", "vivo") 

generally merits the admiration of one's peers. As Forman (1975:106) 

relates from his research in the Northeast state of Alagoas, everybody 

wants to be in business (fazer negooios). 

However, marketing Ibiapaba fruits and vegetables poses a some

what puzzling exception to this cultural generalization since these 

middlemen often find themselves maligned and their profession looked 
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upon with disfavor. The word which labels the small-volume buyer of 

fruits and vegetables, "maloqueiro", is a regionalism that carries 

strong pejorative connotations. Perhaps the unfavorable social opinion 

of the maloqueiro reflects his traditional low economic standing, a 

certain disdain that permeates the interaction between the classes, or 

simply the nature of a traveling profession that inhibits establishment 

of substantial community ties. Whatever its derivation, this attitude 

seriously affects the producer-middleman relationship which must be 

based upon mutual trust in order to produce positive results. 

Unfortunately, trust does not generally permeate buyer-seller 

interactions. Rather, the dominance of distrust requires that in each 

case, person by person, buyer and seller seek out a level of common 

understanding to provide the basis for their economic transactions. 

The fact that both farmer and middleman interdepend upon each other 

seems to heighten rather than dispel the diffidence that impedes easy 

interaction in the market situation. The implications of this problem 

will be examined later in a discussion of individual market strate

gies. 

What accounts for the large number of middlemen in the Serra da 

Ibiapaba—despite the low esteem showered upon this line of work—lies 

partially in the cultural realm. One of the more egregious misunder

standings of the peasantry has been their alleged tendency toward 

passive and fatalistic acceptance of whatever good or bane befall them. 

Not only does the history of peasant revolts belie this image of passi

vity (consider, especially, Scott, 1976, for his interpretation of 
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uprisings in Southeast Asia), but also own my observations of both 

producers and middlemen in Ibiapaba emphatically confirm the determina

tion of the peasant to control his or her destiny to the maximum extent 

possible, even in the face of very limited opportunities. Admittedly, 

the rural Northeasterner, beseiged by so many situations over which 

there is little control, takes stock in a fortuitous element of luck. 

However, if good fortune be the bridesmaid of chance it is also the 

daughter of effort. Ever the hopeful strategist, the inhabitant of 

Ibiapaba seeks to activate whatever channels—formal education, poli

tical and family connections, patron-client relations, co-godparent-

hood, marriage—may broaden economic flexibility and increase the 

chances of success. 

In many ways, the middleman role epitomizes this cultural 

marriage of luck and effort. For most of the Ibiapaba intermediaries 

the outcome of a market trip can seldom be ascertained beforehand. If 

one buys well or encounters a market in short supply, a day's effort 

may return several thousand cruzeiros, a considerable sum in a region 

where a full day of labor earns only forty cruzeiros. One middleman to 

Fortaleza pointedly emphasized the attraction that the possibility of a 

windfall pay-off held for him. In fact, for many the potentially large 

reward in a money-poor environment constitutes a strong motivational 

factor for entry into this line of work despite the negative social 

attitudes. 

Family Characteristics. The average age of the middleman sam

ple was thirty-eight, and the somewhat younger age of the small-volume 



117 

subgroup (I) conforms to a pattern of market dynamics in which the ease 

of entry into the market at this level attracts a younger, perhaps 

unemployed or more adventurous segment of the population (Table 9 

summarizes this information). Not surprisingly for a society in which 

marriage is contracted at an early age, 94$ of the sample was married 

with an average of 4.5 children (two of the married interviewees had no 

children, but five had more than ten). 

As heads of families middlemen of course feel responsibility 

for provisioning their households; when asked to identify the most 

positive aspect of this profession, interviewees invariably respond 

that it "puts food on the table" ("da para comer"). There is, however, 

another dimension to the middleman's existence that puts substantial 

strain upon normal familial stability. Those who marketed in Teresina 

and Sao Luis were forced to spend much of their time away from the 

Serra and home. Middlemen to Teresina would as a rule leave the Serra 

on a Monday night only to return on Wednesday; leave again on Thursday 

to return Saturday or Sunday. While in Teresina, many take lodgings in 

very low class accommodations around the principal retail area, the 

Central Market, a part of the city frequented by marginal elements of 

society. Similarly, the middlemen to Sao Luis, while traveling only 

once a week, would commonly spend only two or three days in the Serra 

and the remainder of the week either on the road or at the urban 

market, completing the collection of crates and payments. 

The patriarchal family clearly constitutes the principal fabric 

of Ibiapaban (and Brazilian) society, but family affairs are conducted 
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in private and seldom become the object of public knowledge. Since 

divorce does not occur frequently in the rural Northeast, it is impos

sible to ascertain the extent to which demanding schedules adversely 

affected middleman families. Interviews with the sample did however 

reveal vocal dissatisfaction with the amount of time spent away from 

home and, from the older respondents, a weariness of travel. 

Level of Education. Not only does a class structure reflect 

the distribution of resources, but as' part of the process of reproduc

tion, it also allocates resources along class lines. One of the most 

important non-economic resources in the Ibiapaba region is education. 

Indeed, education offers its beneficiary a quantum expansion of one's 

economic horizons and provides a possibility for upward social mobi

lity. However, formal education in the interior of the Northeast is 

dismayingly deficient in classrooms, books, teacher quality, and in any 

other measure of educational capacity. In essence, those from the 

lower class have no access to adequate education because of the struc

ture of interior education and because children of school age must 

already begin to contribute to the sustenance of the family. Families 

with sufficient resources send their children to Fortaleza or other 

urban centers for schooling in private institutions. A common ploy for 

those who recognize the value of education but cannot afford to main

tain their offspring away from home has been to enter their sons into a 

seminary or into the military, where proper education is assured. In 

sum, while education does provide a formula for success, the educa

tional structure of the region requires that children be sent to the 
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Table 9» Age, number of children, education, and experience of the 
middleman sample according to subgroups. 

Social Characteristics 

Subgroups (N) 

Average 
Age 

(yrs) 

Number of 
Children 

Formal 
Education 
(yrs) 

Marketing 
Experience 
(yrs) 

I 28 35 1.25 6.04 

II 15 44 6.5 1.58 4.31 

III 21 39 3.6 2.67 7-52 

Total 62 38 4.5 1.80 6.18 

Source: Ibiapaba Middleman Project Survey 
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cities and entered into private schools, at considerable sacrifice for 

their parents, a fact which severely limits the access of the lower 

class to this potential strategy. 

The middleman of the Serra is for the most part a native with 

little experience outside of his municipio of birth. The very low 

average in years of education demonstrates the distinction that the 

Ibiapaba residents maintain between working for a living and getting an 

education (Table 9)* Although these results do not reveal any signifi

cant or convincing differences by subgroup, what few middlemen did 

receive more than a primary level education (more than five years) are 

to be found among the large volume subgroup. And although my interviews 

did not directly solicit this information, I found illiteracy to be the 

rule rather than the exception, expecially among members of SUBGROUP I. 

On the other hand, all of the middlemen could perform basic operations 

of addition and subtraction. 

The importance of education also relates closely to the middle

man^ concern for his family. Repeatedly, interviewees distinguished 

between a formal education and a career in marketing as the two broad 

alternatives for their male children. Due to the widely divergent 

commitments that each alternative entailed, the choice was perceived as 

being mutually exclusive. Most of the fathers expressed a preference 

for their sons' formal education, but several admitted that their 

children did not like school nor did they do well in their schoolwork, 

thus eliminating that possibility. Not a single middleman claimed to 

have children participating in his business, although I did observe 
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sons regularly assisting their fathers both in the Serra and at the 

urban market centers. A small percentage did state that they had 

children in the profession, technically as competitors to the same 

urban market. Two middlemen to Teresina had provided the initial 

working capital and the necessary orientation to start their sons (one 

had three and the other four) in the business of marketing. In both 

cases, each son maintained his own reserve of working capital, pur

chased and marketed his own product. 

Consequently, in the deeply-entrenched tradition that the 

fathers provide careers for their sons (and husbands for their 

daughters), Ibiapaba middlemen showed a marked desire that their sons 

receive an education rather than follow in "their father's footsteps". 

More than three-quarters of the sample insisted that they would not 

teach this line of work to their children if at all possible. As might 

be expected, this tendency appeared most strongly among the small-

volume subgroup, reflecting perhaps the hope that the sons would enjoy 

a better existence than had their progenitors. In contrast, nearly 

thirty percent of the large-volume subgroup (SUBGROUP III) reported 

that they would initiate their sons to the marketing business, 

undoubtedly motivated by the feeling that their enterprise was suffi

ciently viable and rewarding. 

Professional Experience. As in any other profession, success

ful marketing enterprises depend upon accumulation of experience. In 

general terms, the middleman must acquire a great deal of information 

during the first few months of his entry into the market, since a 
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knowledge of the market patterns, of trustworthy buyers, and of chan

ging market conditions must be learned quickly or capital reserves will 

rapidly dwindle to a critical point. Once the basic market facts have 

been assimilated, experience then provides both the broader management 

skills necessary to weather the periodic crises and the foresight to 

ponder longer-term market strategies, given the availability of appro

priate resources. As such, experience correlates highly with both 

entrepreneurial ability and, under normal circumstances, the success of 

the firm. With average number of years in the profession comprising a 

measure of experience (Table 9), large-volume middlemen (SUBGROUP III) 

have a slight edge in survivability, although the averages for all 

three subgroups are relatively high considering the fact that vege

tables in the Serra have only been produced for approximately 15 years. 

Middlemen generally tended to be farmers or merchants before 

they entered the marketing profession (Table 10). Middlemen are 

attracted from farming by a push-pull factor in which the apparently 

high profits of marketing combine with the low returns from subsistence 

farming. Several middlemen who were once farmers stated that they had 

begun to buy and sell as a hedge against the possibility of not finding 

a market for their produce and that once familiarized with the intrica

cies of the profession, they had abandoned farming altogether. 

For a large proportion of the sample, previous commerical 

activities had prepared the middlemen for their present occupations. 

About 20? of the sample—mostly middlemen to the Teresina market—had 

been marketers of other products before changing over to the buying and 



Table 10. Previous Employment of middleman sample 

Previous Employment 

Subgroups (N) 
None 
% 

Farmer 
% 

Middleman 
% 

Merchant 
% 

Trucker 
% 

Other 
% 

Total 

% 

I 28 7.1 42.9 17.9 17.9 0 14.3 100 

II 13 0 46.2 38.5 7.7 7.0 0 100 

III 21 0 28.6 9.5 14.3 28.6 19.1 100 

% of Total 
Sample 3-2 38.7 19.4 14.5 11.3 12.9 100 

Source: Ibiapaba Middleman Project Survey 
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selling of vegetables. Another quarter of the sample had been either 

merchants or truckers, with the large-volume middlemen well represented 

in this category. The importance of the truck as a resource has already 

been discussed; however, the profession of merchant bears comment. In 

most cases, the merchant had worked a very small-volume retail shop, 

sufficiently generalized to meet the needs of the poorer population for 

dry goods, kerosene, sugar, rice, and sugar cane rum. Notwithstanding 

this low-level of operation, these merchants entered the middleman 

profession skilled at buying and selling and knowledgeable of the need 

for good management. 

Most middlemen in the sample (about 65SO stated that they had 

entered this profession motivated by the hope for economic success. 

Another 2536 became middlemen because either they felt no other alterna

tive was feasible or were encouraged by friends or relatives. In many 

towns of the Serra, middlemen work and live in relative proximity to 

one another. For example, in Tiangua middlemen are so residentially 

concentrated that inhabitants refer to one of the streets as "rua dos 

maloqueiros" ("the middlemen^ street"). This close contact, of course, 

intertwines social and professional relationships, and the high level 

of interaction either directly or indirectly encourages relatives or 

neighbors at least to consider entering the market. People in the 

neighborhood are familiar with middleman activities, and the middleman 

way of life penetrates the social fabric of these areas of the city. 

In sum, the intrasample differences in terms of years of 

experience are not significant. However, a substantial proportion of 
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SUBGROUP I was comprised of individuals who had entered marketing not 

because they felt a special vocation to this life, but rather by 

default. Further differences occurred when middlemen were asked to 

identify their next best economic alternatives (the concept of "oppor

tunity cost of employment"). More than a quarter of the small-volume 

subgroup responded that any other employment would be acceptable, while 

SUBGROUP III middlemen would only be satisfied in some other line of 

commercial activity. From these results I argue that a "sense of 

professionalism" was somewhat more apparent among the large-volume 

group. 

Entrepreneurial Awareness. During the course of my interviews 

there emerged a distinct difference within the sample in terms of 

entrepreneurial ability. Although not easily defined and operatlonal-

ized, "entrepreneurship" was perceived in those middlemen who possessed 

a sense of their own position within the economic system; that is, in 

those who saw themselves as controllers of resources, purveyors of 

services, and—within the short-run dynamics of their profession-

efficient problem-solvers. This quality appeared all the more patent 

by its absence among many of the more hapless middlemen. 

Entrepreneurial ability could be seen in those marketers who 

were planners, whose articulated self-image permitted a more accurate 

orientation of their longer-run activities. In a dynamic system such 

as that found in Ibiapaba, neither the sample subgrouping nor any 

criterion of economic success adequately distinguished the entrepre

neurs from those lacking this quality. Entrepreneurs are to be found 
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within all the subgroups, since they may enter the market at the lowest 

level with serious capital restraints, but through time and effort (and 

perhaps some good fortune) build capital reserves, buy a truck, enter a 

larger market, and thus explore all available opportunities. 

The quality of entrepreneurship also seemed tied to the per

sonal goals that middlemen set for themselves. Many middlemen to 

Teresina reached their heights of aspiration with the purchase of a 

truck, even though their volume of movement did not increase. Nonethe

less, the amount of time and toll invested to acquire a capital item as 

substantial as a truck did require a sense of destiny within the econo

mic system. Other middlemen showed more expansive plans. For example, 

one of the younger middlemen from a particularly poor family began 

marketing in Teresina with a very small quantity of working capital. 

Due to problems of payment default by Teresina retailers, thi3 middle

man's capital stores diminished to a point that his enterprise became 

unviable. He then migrated to Brasilia, worked for several years in 

the construction trades until his capital had been replenished, and 

returned to the Serra, this time marketing to Fortaleza. His volume of 

movement steadily increased and, by the end of the research period, he 

had nearly accumulated enough to purchase a truck. 

Almost half of the middleman sample planned to increase either 

the working capital or fixed capital of their firms. These principal 

components of the market enterprise provided middlemen with a greater 

income-generating power and thus supplied the economic ammunition 

required for upward mobility within the system. Whether the most 
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critical need lay in the working or fixed capital depended upon the 

level which the middleman occupied in the system. 

Another large proportion of the sample had no plans for their 

firms or wished to remain at their present levels of operation. 

Although this result characterized each sample subgroup equally, the 

interpretation of the response requires qualification. To plan to 

remain at a very low level of operation probably suggests an absence of 

entrepreneurial awareness; however, the desire to stay at a high level 

of market participation may indicate good managers trying to maintain a 

successful firm. 

Entrepreneurs expressed a certain unanimity in regard to the 

non-economic qualities necessary for success. The successful business

man must want to work hard and endure the rigors of travel (ser 

trabalhador)f control his capital stock carefully fser eoonomioo jm 

controlado) f and he must be sharp, clever (ser "vivo"). In short, to 

achieve success meant adopting a life style defined by strict profes

sionalism and good business sense. Middlemen who demonstrated less of 

an entrepreneurial talent had difficulty formulating an answer to this 

question. Thus although it is difficult to define in purely objective 

or quantitative terms, the quality of entrepreneurship undoubtedly 

contributes significantly to understanding the dynamics of the marke

ting system. 

Community fftatWS jJia Middlemen. With the exception of one 

integrated wholesaler who lived in Fortaleza, the sample of middlemen 

resided in the Serra and thus were part of their respective communl-



128 

ties. Most of the sample ( 7 9 % )  had been born and raised in the 

municipios where they presently lived. As a group they averaged 32 

years of residence in the Serra, and all but one interviewee (not a 

native to the region) expressed a preference for life in Ibiapaba. In 

fact, in a region where migration to the South of Brazil is common, 

less than 30% of the sample had ever lived away from the Serra. 

As bonafide members of their communities, the middlemen were 

asked to classify themselves in relation to their fellow citizens. The 

majority of the sample categorized their relative status position as 

middle class (Table 11). While not entirely clear, the subgroup pat

terns show the small-volume middlemen somewhat more inclined to consi

der themselves poor, while only two respondents, both from the large-

volume subgroup, classified themselves as rich. It bears mention that 

these results could be influenced by the reluctance of the well-to-do 

inhabitant to admit to having wealth and by the fact that a poor man 

with a working capital of 5,000 cruzeiros might justifiably classify 

himself as middle class when compared to the large number of abjectly 

destitute people who live around him. Since to call oneself poor also 

constitutes a cultural act of modesty, I was quite surprised by the 

frankness with which the middlemen generally responded to questions of 

status. 

Large-volume middlemen tended to possess more of the most 

common indicators of wealth. As a rule, this subgroup owned a home 

with indoor plumbing and electricity, had land investments in the Serra 

or elsewhere, and owned a television. Although the small-volume sub-



Table 11. Socioeconomic status indicators for middleman sample. 

Subgroups (N) 
"Poor"a 

% 

"Middle 
Class"a 

% 
"Richt,a 

% 

Home
owner 
% 

Running 
Water 
% 

Elec
tricity 
% 

Tele
vision 
% 

Real Estate 
Investment 

% 

I 28 53-6 46.4 0 78-6 17-9 75.0 32-1 21.4 

II 13 15-4 84.6 0 76-9 38-5 76-9 69-2 46.2 

III 21 28.6 61.9 9-5 85-7 61.9 90-5 90-5 61.9 

% of Total 
Sample 37-1 59-7 3-2 80.6 37-1 80*6 59-7 40.3 

Source: Ibiapaba Middleman Project 

(a) Represents the middleman's self evaluation. 

H 
ro 
vo 
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group also tended to be home-owners, the absence of plped-in water 

represents an.important criterion for distinguishing the relative qual

ity of homes. 

The high percentage of television sets reveals an interesting 

insight into middleman values and life in the interior Northeast. 

Despite government promises and efforts to the contrary, television 

reception in the Serra da Ibiapaba has never achieved a satisfactory 

quality. Yet the television stands (along with the automobile) as an 

undisputed symbol of economic status. Since the middleman profession 

occasionally affords its adherents an unexpected profit, middlemen 

periodically find themselves with a sudden increase in buying power, 

and, as these data suggest, the television is a high priority item. 

These findings permit the generalization that the middlemen as 

a class enjoy a somewhat higher than average standard of living in the 

Serra. The conclusion that the large-volume middlemen (SUBGROUP III) 

occupy a higher status than their small-volume counterparts (SUBGROUP 

I) also seems reasonable. The variation that clouds the intergroup 

comparisons derives partially from the possibility that some large-

volume middlemen have preferred to reinvest their earnings back into 

the firm rather than in domestic purchases, while some of the smaller 

middlemen have opted for acquiring status items rather than increasing 

their capital reserves. Certainly each middleman recognizes the trade

off between investment in the enterprise and enhancement of one's 

living conditions, and the data indicate that individual preferences do 

not sort out along subgroup lines. 
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Degree of participation in community life provides a more 

telling result. Communal responsibilities in Ibiapaba do not engender 

the same intensity and close cooperation that has been described in 

other Latin American, especially, Indian communities. With the strong 

emphasis on familial activities few opportunities exist to encourage 

the expression of community identity. Some municipios in the Serra 

have a Lions Club and local chapters of the Masonary; however, neither 

has mustered strong support. On the other hand, each municipio has a 

social club (Clube Social) which is considered the official representa

tive of the local community. The club has elected officers, a central 

facility, and sponsors the traditional festivities of the municipio. 

The participation in the club constitutes one of the two major avenues 

of status recognition and participation in community affairs. 

The other is local politics. The major political figure in 

each municipio is the mayor (prefeito)f but the political skein reaches 

throughout the municipio by means of a network of informal political 

leaders fcabos eleitorais). men of influence who control the vote in 

their districts. A rather vicious factionalism afflicted most of the 

municipios during the time of my research, but nonetheless participa

tion in the political process represented a high level of community 

involvement and conferred municipio-wide recognition. 

Ibiapaba middlemen generally appear to participate little in 

community affairs. Only 25% of the entire sample belonged to the 

social club, and only six percent had participated in politics. Among 

those who did show involvement in the community, representatives of the 
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large-volume subgroup dominated (more than half belonged to social 

clubs and 1H£ had been in politics). While these data permit the 

conclusion that large-volume middlemen are relatively more active in 

their municipios (thus having higher status), there is little indica

tion that these middlemen systematically attempt or desire to transform 

their economic power into political roles (cf. Forman's hypothesis in 

his 1975 treatise on peasant political economy). 

Summary 

To conclude this discussion of the Ibiapaba middlemen, it is 

necessary to relate the patterns of economic characteristics.to the 

socio-cultural patterns described above. In many ways, the dynamics of 

the marketing profession reflect the goals and aspirations of social 

individuals attempting to establish their relative positions in a 

socio-economic environment of few opportunities. Participants enter 

the market at several levels, depending principally upon the economic 

resources at hand, but mobility within the system does occur with 

sufficient frequency to blur group distinctions. 

Middlemen are born into a social system that differentially 

allocates resources. Most of the middlemen in Ibiapaba claim modest 

beginnings with little access to education or a leisurely existence. 

However, the dynamics of their profession has provided these marketers 

the possibility of mobility either within their class or, in some 

instances, into higher levels of society. True, much militates against 

social mobility in the clearly structured Northeastern society, but a 
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microcosmic analysis of Ibiapaba reveals that some channels enhance the 

social flexibility of the individual. As the middleman moves within 

his profession, he finds the opportunity for similar mobility in the 

social system. 

The two end-points of the middleman sample—the large-volume, 

well-capitalized middlemen and their small-volume, capital-scarce 

counterparts—provide the most useful contrast of social-cultural 

characteristics. The larger subgroup fits consistently within the 

higher stratum of the roughly dual-structured class system. They enjoy 

higher economic status, have a somewhat better education, and par

ticipate more actively in community affairs. On the other end of the 

spectrum, the smaller middlemen seem to occupy the lower class, but, on 

the average, benefit from a more comfortable existence (at least in 

terms of material possessions) than their neighbors. Their educational 

level is very low and the incidence of illiteracy is high, but among 

this group can be found entrepreneurially astute individuals with the 

capacity to rise economically within their profession and socially 

within their peer group. 

In short, the middlemen come from several levels of society. 

Some are motivated by the possibility of quick, attractive returns, 

others are pushed into marketing for lack of opportunities elsewhere. 

Once within the system, however, inidividual skills and personal goals 

(rather than one's beginnings) will determine whether the middleman 

moves up, stays at a given level or whether he remains in the profes

sion at all. 
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Ibiapaba Vegetable Producers 

Ibiapaba producers also bring to their changing market situa

tions a set of socio-economic characteristics which can influence their 

behavior in resolving market problems. Thus, to examine the market 

relationships of a given system adequately, it is necessary to consider 

all participants. Accordingly, some time after the middleman survey 

was completed, I developed a similar but less complex questionnaire and 

applied it to a sample of Ibiapaba vegetable farmers. 

The producer sample was not drawn from the entire Serra but was 

concentrated in two municipios, Tiangua and Guaraciaba do Norte. Five 

interviews were also conducted in the municipio of Ibiapina, a strong 

producing area 30 kilometers from Tiangua. The sampling procedure was 

designed to control for the presence and influence of the Mercado do 

Produtor (MEPRO), located in Tiangua, since my prior observations 

suggested that this farmers' market could be a crucial variable for 

understanding producer behavior. Thus 36 farmers from Tiangua and 

Ibiapina formed a subgroup within the sphere of influence of the MEPRO 

and 31 farmers comprised the subgroup from Guaraciaba, a distance of 

about 80 kilometers from Tiangua and the Farmers1 Market. Within each 

municipio, the major zones of production were determined with the 

assistence of the local extension office, and zones at different dis

tances from the highway were then tested to account for differences in 

access. The municipios were geographically sampled, in the sense that 

the Interview teams canvassed as many producers as possible in known 

areas of intensive production. I judged this procedure to be more 
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appropriate than relying upon the extension office's list of producers, 

since a large segment of the farmers did not have contact with the 

extension agents. 

The questionnaire given to producers was constructed primarily 

to elicit information regarding the structure of vegetable production 

and farmers' marketing behavior. Thus farmers were asked to recon

struct their planting histories for the years 1977 and 1978, and to 

share their production plans for 1979. In addition, each phase of the 

marketing process was investigated to ascertain the particular problems 

that farmers faced as market participants. 

The Structure of Production 

For all municipios sampled, tomatoes constituted the principal 

crop (Table 12). Farmers in Tiangua and Ibiapina showed a greater 

inclination to diversify their crops; however, the general trend 

clearly suggests that the "tomato fever" has not yet subsided. As Weber 

(personal communication) has pointed out, volume of Ibiapaba tomatoes 

marketed in the CEASA system grew around 12% from 1978 to 1979 and 

although sharp seasonal variations in supply still exist, overall 

production in both summer and winter seasons has steadily increased. 

The significant differences in total area planted in tomatoes 

reflect the distinct planting traditions in the two areas of the Serra. 

In Guaraciaba, more new farmers have entered into vegetable production 

over the last three years (1977-1 979)* and the individual production 

units averaged nearly one hectare (20,000 plants). In contrast, Tiangua 



Table 12. Planting histories for producers sampled from Guaraciaba do Nortet Ibiapina and 
Tiangua. 

Planting History 
Average Area 

Tomatoes/ per Tomato Percentage Average 

. 0 Other Planting of Planting 
Average Area in Tomatoes (m ) Vegetables 1977-1979 Profitable Expense 

Municipio (N) 1977 1Q7R 1978^ % Cm2) Plantings (Cr 3) 

Guaraciaba 
do Norte 31 8,255 l*f,6l6 15*023 96.5^ 9,57^ 82 31,737 

Ibiapina 5 5,000 12,600 22,900 88.0*f 9,960 80 67,000 

Tiangua 31 7,752 8,390 7,9^7 90.89 6,639 81 26,815 

Totals 67 7,779 11,585 1^,790 93.89 8,245 81 31,900 

Source: Survey of Ibiapaba Vegetable Producers 

(a) Area nlanted at time of interview or projected for planting during 1979. 
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producers seem to have stabilized their annual production, preferring a 

relatively smaller-sized unit area. An explanation of these differences 

may lie in the structure of financing in the two municipios (which is 

considered below), and also in differing perceptions about the "ideal" 

size of planting or alternative strategies of risk avoidance. 

The study did not discriminate the sample into large and small 

farmers based upon a measure of the distribution of wealth and 

resources among the producers. In Guaraciaba, sharecroppers commonly 

undertook sizable plantings entirely financed by large buyers; on the 

other hand, several large landowners with substantial resources main

tained a relatively small area cultivated in vegetables. Ibiapaba 

vegetable growers have not as yet specialized their production activi

ties. Resource-rich farmers have not abandoned their traditional crops 

but rather rotate their vegetable crops with sugar cane and bush beans 

ffeiiao mulatinho)T which require the same types of soil. Moreover, 

these producers have invested widely in a government sponsored coffee 

program. Thus tomatoes and other vegetables represent but a portion of 

the total production scheme of many wealthier farmers, albeit a very 

significant portion. 

Ironically, the smaller farmers often devote a larger share of 

their resources to vegetable production, due most likely to a shortage 

of land (the major input for cane and coffee cultivation). Lacking 

access to a wider range of alternatives, the resource-poor farmer 

appears more inclined to specialize in the intensive crop, even though 

production costs require a potentially large investment (or necessitate 
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a substantial debt). Moreover, the one input most available to the 

small farmer, labor (his own and his family^), is more productive in 

commercial vegetable farming than in the other production alternatives. 

Differences in planting patterns between wealthier and poor 

producers may reflect distinct responses to high risk situations. The 

high costs of production for vegetables certainly create a more formi

dable burden for the smaller producer, but in light of possible returns 

and the lack of alternatives, the risk may seem justified. To the 

larger producer with a broader set of alternatives, specialization is 

not so attactive. Rather, the risks of production can be proportioned 

out over several endeavors. In this case, returns from vegetable 

production are still available (though they may constitute a smaller 

proportion of total income), but the risks are less threatening. Conse

quently, and contrary to what has been documented elsewhere (see, for 

example, Wharton, 1972), the less-endowed vegetable farmer may well be 

a relatively greater risk-taker than hi3 more resource-abundant 

neighbor. 

Although no consistent Indicator could divide the sample into 

subgroups based on income, a list of alternative economic activities 

does provide a set of informal criteria upon which to assess the econo

mic success of farmers surveyed. This list (presented in Table 13) 

permits several observations regarding the nature of Ibiapaba agricul

ture. First, the size of a farmerfs landholding tells less about his 

economic werewithal than does the use to which that land is put. This 

fact reflects the variation in land value from the humid zone to the 



139 

Table 13• Economic activities of vegetable producers in Guaraciaba do 
Norte and Tiangua. 

Municipios 

Economic Activities Guaraciaba Tianguaa Totals 
of Producers (N) % (N) % (N) 9> 

VIII Combinations of cane, 
coffee, business and 
cattle 6 19.4 7 21.2 13 20.0 

VII Business 6 19.4 2 6.1 8 13.0 

VI Cattle 3 9.7 1 3.0 4 6.0 

V Cane and roqa 4 12.9 6 18.2 10 16.0 

IV Cane 3 9.7 6 18.2 9 14.0 

III Roqa 3 9.7 3 9.1 6 9.0 

II Day labor 0 0 1 3.0 1 2.0 

I None 6 19.*+ 7 21.2 13 20.0 

Totals 31 100.0 33 100.0 64 100.0 

Source: Ibiapaba Project Survey 

(a) Includes Ibiapina producers. 
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carrasco. and the fact that some landowners simply do not develop this 

resource. Second, agriculture by itself has traditionally afforded but 

a modest income to its practitioner. Those producers who enjoy a 

relatively high standard of living most likely complement their farm 

income in some other endeavor. 

Therefore, the compiled list of economic pursuits supplementary 

to vegetable production expresses a rough rank-order of wealth. It is 

based upon both the relative investment costs and the relative income-

generating potential of each. Admittedly, the absence of information 

concerning magnitude of participation in each activity weakens the 

incisiveness of the order; however, it can be suggested with some 

confidence that the majority of poorer producers would be found in the 

bottom five rankings which include the traditional low income alterna

tives. On the other hand, the cost of investing in cattle, of setting 

up a small store fbodega), or of planting coffee under the government 

program seriously restricts the participation of the poorer farmer. 

Thus, only about 20? of the sample (or Category VIII), with no signifi

cant difference between municipios, would be expected to enjoy more 

comfortable life styles. 

Costs of Production. All vegetable farmers, rich and poor, 

face relentlessly rising production costs. As a result, tomato farming 

entails large investments despite its design as a small farm alterna

tive. For sure, few farmers can meet these cost demands from personal 

resources, unless the size of the cultivated area is kept low or the 

recommended technological specifications of the extension agent are 



Table 14. Costs of production and income estimates for one hectare of tomatoes 
in the Serra da Ibiapaba. 

1976/1977 1977/1978 1978/1979 1979/1980 1980/198la 

( Cr$ per hectare) — 

Labor 12 420 16 500 26 940 35 920 62 580 

Fertilizers/ 
Insecticides 10 885 18 440 30 070 40 879 78 635 

Incidentals 666 1 846 9 120 9 820 19 980 

Total Co3ts 23 921 36 786 64 728 86 619 161 195 

Estimated 
Gross Income 40 

i 
i 

O
 

1 
o
 
o
 o*
 

1 

54 000c 100 490d 132 000e 300 000f 

Estimated 
Profits 16 078 17 214 35 762 47 118 138 805 

Source: Integrated Rural Development Project (Polonordeste—Ibiapaba), 
CEPA-Ceara. 

(a) Projected figures based on past behavior and inflationary trends. 
(b) Based on 10 metric tons at Cr$ 1 000/ton. 
(c) Based on 45 metric tons at Cr$ 1 200/ton. 
(d) Based on 80 metric tons at Cr$ 1 256/ton. 
(e) Based on 60 metric tons at Cr$ 2 200/ton. 
(f) Based on 60 metric tons at Cr$ 5 000/ton. 
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ignored. The importance of financing and credit is thus paramount to 

the production process. 

The representative production budgets (for tomatoes) compiled 

by officials from the Integrated Rural Development Program of Ibiapaba 

show that over the last five years, average annual rate of cost 

increase has slightly surpassed the average annual inflation rate 

(Table 14). The cost categories most responsible are "fertilizers and 

insecticides" and "incidentals" (including staking materials, irriga

tion equipment, tools, etc.). On the other hand, returns to labor, 

capital, and management also apparently outpaced the inflation rate, 

although the tenuousness of the productivity assumptions (e.g., 60 

metric tons/hectare is highly unrealistic) weakens the validity of 

these results. Certainly, the possibility of earning 50-100 thousand 

cruzeiros on one hectare of land in six months explains the attraction 

of tomato farming, especially to the small farmer. 

I compared the data from these representative budgets with 

expenses declared by farmers in the producer survey (Table 12). Far

mers cannot easily estimate their costs per planting, since few keep 

books on their enterprise and because materials left over from one 

garden are applied in subsequent plantings. Farmers also do not include 

their own labor into cost estimates. These difficulties notwith

standing, costs averaged about Cr$30.000 for 8000 m2, reasonably close 

to the 1977/78 cost estimates in the budgets. As indicated by Table 12, 

their investment returned some "profit" in about 80$ of the plantings, 

though I doubt if returns reached the magnitude estimated in these 
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budgets. The characteristically non-commital response: "I earned a 

little bit" ("ganhei aleuma coisa") was recorded in the profit column 

of the questionnaires. 

Production Inputs 

The successful production of any vegetable crop requires three 

major inputs: land, money capital, and what might be callled a techno

logy/management factor. Any of these can impose a constraint upon the 

production process and each farmer determines his level of operation 

based upon his ability to acquire and combine these resources. 

Land. A single garden does not need a large amount of land. 

However, maintaining a regular schedule of planting does require access 

to at least several hectares, since disease control measures recommend 

the rotation of the planting area. The quality of land and its propin

quity to an irrigation source are important restricting factors. 

For the relatively large (more than 30 hectares) landowner, 

access to usable land does not constrain his productive capabilities. 

But the scarcity of appropriate areas for planting may indeed affect 

the small landowner and certainly affects the landless producer. As a 

response to this constraint, several land use arrangements have emerged 

in the Serra, some of them unique to the production of vegetables. For 

the farmer in need of land, there are two basic avenues of access. He 

may procure the necessary area through a rental agreement 

(arrendamento). in which case the farmer leases the land for a speci

fied number of years (usually under three) in return for a lump sum or 

annual payment. At the time of research, the annual cost of renting 
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land did not appear high. In fact, landowners welcomed the 

arrendatarioa because of the soil improvements and the residual ferti

lizer effects which the vegetable technology occasioned. Beans and 

cane planted in abandoned gardens produce prodigious yields which 

still astonish the more traditional farmers, and the increasing urban 

demand for the mulatinho bean has greatly enhanced the value of this 

arrangement for the landowner. 

Whereas the land lease agreement is contracted on an impersonal 

basis, the second channel of access to land depends upon personal 

socio-economic relationships. Many farmers plant on "borrowed" land 

fterra emprestada"). that is, land acquired from relatives, friends, 

or patrons fpatrao)f either free of charge or on a sharecropping 

arrangement. The most traditional of these relationships involves the 

familiar sharecropper-landowner agreement in which the latter provides 

land and perhaps some of the cash inputs in return for a share of the 

returns (usually one half). Tenant sharecroppers were included in the 

survey only if they controlled both the production and marketing deci

sions, i.e., if the landowner played the role of a silent partner. 

Also included were sharecroppers financed by middlemen who otained land 

by leasing. Once again, these producers operate semi-autonomously 

rather than as mere employees, although their marketing decisions are 

influenced by the stipulations of the buyer who provided the financing. 

In the majority of the borrowed land situations, however, the arrange

ments were heavily imbued with social dimensions: fathers providing 

land for the sons, a friend offering land to a colleague, and so forth. 
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In all of these land arrangements, trust assumes a pivotal 

importance. A small or landless farmer with a reputation for honesty 

and hard work will encounter various opportunities to circumvent the 

problem of land scarcity. The many strategies which the producer 

employs to overcome this potential difficulty attests to his resource

fulness. In this, as in so many respects, the Ibiapaba farmer 

ingeniously adapts to the situation at hand. 

The results of the interviews revealed insignificant differen

ces in the pattern of land tenure arrangements between municipios. In 

general, nearly 60$ of the farmers planted primarily (more than half of 

their plantings over the last three years) on their own land. Leasing 

accounted for 13? of land aquisition arrangements with Guaraciaba do 

Norte demonstrating a slightly more higher figure in this regard. 

Approximately 27? of the farmers produced on borrowed land under one of 

the strategies described above. Finally 18? of the sample listed more 

than one tenure arrangement in their planting histories, the major 

secondary alternative being that of the borrowed land agreement. 

Money Capital. If the Ibiapaba farmer has found ways to cir

cumvent possible land constraints, the need for money (or credit) taxes 

his resourcefulness still further. The production process for most 

vegetables requires intensive labor as well as substantial amounts of 

fertilizer, insecticides, fungicides, and other inputs. Irrigation 

entails acquiring a motor and pump unit, pipes and hoses. These inputs 

are purchased locally from private merchants, government input stores, 

or the producers* cooperative. All of these sources extend short-term 
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credit to their customers (usually 90 days). 

A producer must scale the size of his operation to his ability 

to draw and pay a labor force. No part of vegetable cultivation has yet 

been mechanized (occasionally, a farmer will employ animal traction, 

but its use is by no means generalized), which explains in part the 

significance of this item in the representative budgets. Since the 

farm laborers cannot await the harvest to receive their remuneration, 

the producer must be able to pay wages out of pocket. 

The official source of credit in the Serra is the banking 

system. The public banks maintain a line of agricultural credit quite 

heavily subsidized by the government. Every municipio, except 

Carnaubal, has at least one bank; however, the two public banks (the 

Bank of the Northeast in Sao Benedito and the Bank of Brazil in 

Ubajara) carry the overwhelming majority of the credit load. The banks 

work through the extension service, whose agent initiates the contact 

with the farmer, draws up the credit request based upon the cost bud

get, and takes the plan to the bank's loan manager for approval. If 

accepted, the loan is issued in parcels and the application of the 

money supervised by the extension agent. 

Many farmers still view bank credit with suspicion. They fear 

the power of the bank and feel inhibited by its bureaucratic proce

dures. In par.t, these attitudes derive from the (correctly) perceived 

association of the bank with the government and the assumption that 

failure to repay the loan could result in the loss of one's property. 

Furthermore, the difference in class position between the farmer and 



i k j  

the bank official (or the extension agent) does not help mitigate 

initial impressions. The relationship between the two is in most cases 

vertical, the farmer being talked down to rather than talked with. If 

the extension agent does not consciously s.eek out the small farmer, 

this segment of the producing class does not receive the assistance it 

needs. 

In 1977, the banking system distributed subsidized credit with 

no upper limit on the size of the loans. The heavy response to this 

production stimulus resulted in a record high harvest and a disastrous 

fall in prices. Weathered by this experience, the extension service 

and the banks have since used credit as an instrument to control the 

supply of tomatoes in the Serra. A rather low upper limit was esta

blished on the size of the financed planting (2500 m2) and a limit was 

set on the number of loans allocated over a year's planting program. 

This action substantially reduced the role of the banks in financing 

the 1978 production, as farmers sought credit elsewhere. 

In the producer interviews, there were significant differences 

between subgroups in financing. While 78% of the Tiangua farmers 

employed only their own resources in production process, 6 5$ of the 

Guaraciaba farmers sought outside financing. In Tiangua, the farmers 

appear to adapt their scale of production to the availability of their 

own resources, preferring to avoid the risk associated with large 

gardens and heavy debts. 

In Guaraciaba, producers depend heavily upon credit arrange

ments. Within this latter subgroup, about half of the interviewees 
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secured partial financing, thus combining their own resources with 

those from other sources. The single largest creditor in Guaraciaba 

was the producers' cooperative, which helped to finance about one third 

of the subgroup sample through its delayed payment plan on inputs. In 

its desire to become a bonafide commercial entity, the cooperative in 

fact permitted certain abuses of its charter in that large middlemen, 

members of the cooperative, would purchase large quantities of inputs, 

then distribute them among farmers under either a right-to-buy or 

sharecropping arrangement. Nearly 8? of the sample listed these buyers 

as their primary source of financing. 

The banking system contributed as a primary source of financing 

for only 10.755 of the producers in the sample (i.e., financed more than 

one half of the plantings from 1977 to 1979). However, it was listed 

as a secondary creditor source (less than 50? of the plantings during 

the same time period) for over 65% of the producers. These figures 

reflect the diminished role that bank financing has played since 1978, 

when credit became an instrument used to control the supply of tomatoes 

in the Serra. In 1977» the bank was the primary source of credit for 

many farmers, but in 1978 and 1979» most financing came from other 

sources. It is critical to observe that the policy of the cooperative, 

which receives enormous amounts of official financing, directly 

counteracts the objectives of the credit policy implemented by the 

banks and the extension service. Such inconsistencies point out a 

major lack of integration in public efforts to aid the small farmer. 

The differences in financing patterns exhibit the array of 
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strategies by which Ibiapaba farmers deal with the constraint of money 

capital. In Tiangua, producers plant small gardens and seek less 

financing. The cooperative in this muncipio, though officially in 

operation, has been wracked by political problems and consequently has 

not functioned in any substantial way. Also, the practice of middleman 

financing does not commonly occur here. Thus, credit sources are 

comparatively limited in Tiangua (though local merchants sell on time 

plans). Perhaps the average size of Tiangua plantings represents a 

response to credit scarcity, especially since the change in bank 

policy. In Guaraciaba, farmers display great versatility in combining 

credit sources at hand. Commonly, producers complement their own 

expenditures with cooperative credit and either bank or buyer support. 

Such ingenuity in obtaining informal lines of financing has reduced 

effects of money capital as a constraint upon production. Indeed, small 

producers in Guaraciaba tend to plant larger gardens than larger produ

cers in Tiangua. 

Technology and Management. The final input to the vegetable 

production process defies easy measurewment. Producer know-how and 

management comprise what might be called the "human investment" in 

farming (Schultz, 1964) and should in no way be underestimated because 

of resistence to quantification. The transformation of Ibiapaba agri

culture into an intensive land use system impelled the adoption of an 

unprecedented level of technology. With amazing alacrity, Ibiapaba 

farmers assimilated entirely new concepts regarding plant nutrition and 

health, seed selection, soil quality, and irrigation. Both the farmer's 
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natural curiosity and the efforts of the extension service contributed 

to the spread of appropriate know-how. More than 755? of the surveyed 

farmers received some sort of production orientation from local exten

sion workers. 

Despite the widespread acceptance of basic concepts, technology 

continues to impose a constraint upon the production process. Produc

tivity has begun to decline in the Ibiapaba region because of 

indiscriminant use of inappropriate seed and the spread of plant 

disease. No seed variety adapted to the conditions of the Serra has 

yet been developed. Similarly, fertilizer recommendations are not 

consonant with the climate extremes characteristic of the region, but 

follow formulas developed under completely different conditions. As 

the costs of inputs continue to increase, productivity will become the 

factor that culls out the successful from the unsuccessful farmer, and 

thus both the development of a more refined technology and its availa

bility to the farmer will become critical issues as vegetable farming 

continues to grow. 

Access to technology relates closely to the development of 

managerial skills. Ibiapaba's producers have an average of 2.5 years 

of formal education, but most are in fact illiterate and keep no syste

matic account of production activities. The producer sample also has 

somewhat more than five years of experience with vegetable farming. 

This meager endowment of education and experience notwithstanding, 

increasing costs and declining yields will force these farmers to hone 

managerial and entrepreneurial talents, most critically in the commer-
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clal aspect of their enterprises. As an especially telling example, 

two-thirds of the farmers interviewed had never received any orienta

tion regarding the marketing of their crops, more than 35? did not know 

or seldom knew where their product was being shipped, and nearly 7555 

did not know or seldom knew at what price their product had sold on the 

wholesale market. Despite the constant risk of price variation, farmers 

do not have adequate information on which to establish appropriate 

planting times and to determine an optimum crop mix. 

The technology and management input depends critically upon 

access to information. Farmers cannot deal as easily with a lack of 

knowledge as they can with a lack of land or money. As the complexities 

of production and marketing increase, farmers will face a more urgent 

demand for greater productivity and efficiency as well as for sophisti

cated marketing strategies. In this evolutionary process, the poorer, 

uneducated producers stand at a comparative disadvantage. Schultz's 

admonishments in favor of the investing in farm people have a trenchant 

application to the case of the Ibiapaba vegetable farmers. 

Social Relations of Production 

The need to obtain inputs necessary to vegetable farming engen

ders a set of diverse relationships among various types of producers. 

True, many small farmers plant alone. However, a large segment of the 

rural population lacks access to the necessary resources, and these 

farmers procure financial help through the establishment of partner

ships (Table 15). Moreover, many producers with ready access to 

resources also contract partners on a shares arrangement. This varied 



Table 15. Sharecropping arrangements of Ibiapaba producers 
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Sharecropping Arrangements 

Municipios 
None 
(N) 

Tenant 
Sharecropper 

(N) 

Non-tenant 
Sharecropper 

(N) 

Relative 
or 

Friend 
(N) 

Totals 
(N) 

Guaraciaba 
do Norte 11 8 9 3 31 

Tianguaa 21 6 6 3 36 

Totals 32 Ik 15 6 67 

Source: Survey of Ibiapaba Producers 

(a) Includes Ibiapina producers. 
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pattern of production relations has a definite impact on how the income 

generated by vegetable farming is distributed among the rural popula

tion. 

Tenant Shareoropping. Under traditional arrangements of sugar 

cane agriculture, the landowner maintained tenant sharecroppers 

fmoradores') who provided administrative and labor inputs in return for 

a fixed proportion of the product frapadura). The morador had no 

monetary resources to contribute, but his participation was nonetheless 

crucial. Within the cultural context, a good morador looked after his 

boss's fpatrao) interests is if his own. Reciprocally, the patrao had a 

commitment to the welfare of his tenant, especially during times of 

crisis. 

This relationship survived the transformation to vegetable 

farming in Guaraciaba, but shows signs of weakening in Tiangua. Those 

producers who have maintained the patrao-morador arrangement finance 

all inputs, including at least part of the labor costs. The morador 

contributes his and his family's labor and and assumes administrative 

responsibilities. Net income is divided equally, but losses fall back 

upon the owner only. 

Traditional sharecropping of vegetables has dramatically 

increased the income of many farm people. As an example, since the 

spread of tomato farming over the municipio of Guaraciaba, two furni

ture stores have been established where there were none. An auto parts 

store now services the many pick-up trucks that have appeared, and 

itinerant peddlers assured of the buying power of the rural population, 
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ply their trade into the furthermost reaches of the munieipio. 

Yet, production risks appear to the landowner measurably 

higher than potential returns under this relationship. During infor

mal discussions with landowners who produced under the morador system, 

several expressed their dissatisfaction with the fact that they assumed 

the burden of debt and the entirety of loss, only to divide up the 

rewards with a risk-free partner. These producers find it more advan

tageous to pay their tenants a salary for their participation in the 

vegetable garden, while maintaining traditional arrangements for sugar 

cane and other low value crops. 

In Guaraciaba do Norte, nearly 26% of the subgroup produced 

more than half their vegetable plantings (from 1977 to 1979) with a 

morador, while in Tiangua only 17% of the producers had maintained the 

traditional relationship. These subgroup differences suggest two hypo

theses concerning producer behavior. First, the smaller size of the 

plantings found in Tiangua does not place undue administrative or labor 

burdens upon the producer a3 do the larger plantings in Guaraciaba. 

Second, the longer history of vegetable growing in Tiangua has 

witnessed the demise of traditional relationships that characterized 

cane production, thus transforming the morador into a farm laborer. My 

observations corroborate both these possibilities. 

Non-Tenant Shareoropping. Another common partnership (meia) 

arrangement discards most of the social trappings of the tenant rela

tionship. This agreement does not entail tenancy and is non-permanent, 

lasting only until the end of the harvest. This relationship can be 
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vertical, in the sense that one partner provides the financing and the 

other (meeiro) contributes labor and management, or horizontal in that 

the two partners share equally in the costs of the venture. The verti

cal relationship occurs in the situation in which the major partner 

seeks to increase his total scale of operation (by working with several 

partners at the same time). The horizontal relationship usually 

reflects an attempt to reduce investment costs, thus allowing the 

partners to plant more than they could working separately. Both cases 

involve an underlying assumption regarding increasing returns to scale. 

Predictably, more Guaraciaba producers adopted this strategy (30% of 

the subgroup) than did those from the Tiangua sample (17$). 

The extent to which the social relations of production involve 

partnership arrangements will directly affect the distribution income. 

However, it cannot be concluded prima facie that Tiangua has a more 

unequal structure of distribution. On the contrary, it is possible that 

the municipio has more small independent farmers, a desirable situation 

from the viewpoint of the total social welfare associated with vege

table production. From one perspective, the morador and meeiro 

relationships provide resource-scarce farmers with the opportunity to 

reap the potential benefits of intensive agriculture. From another, 

should this more impoverished segment of the population become even

tually transformed into a rural proletariat rather than into small 

independent farmers, the distributional effects will be decidedly nega

tive. 
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Summary 

Ibiapaba vegetable producers share many characteristics of the 

middlemen who buy their produce. Typically the farmer of our sample is 

middle-aged (about 40 years old), married and the head of a large 

household (average number of children is over five), and essentially 

uneducated. In Guaraciaba, where a vegetable tradition is younger, the 

average producer has about two years less experience than his colleague 

in Tiangua. 

The Guaraciaba producer also tends to maintain significantly 

larger plantings, to specialize more in tomatoes, and to plant under 

some form of partnership. The Tiangua farmer is more independent and 

less of a risk-taker. However, in both municipios, great variability 

of response to production requirements obtains. Ultimately, the most 

salient characteristic of the vegetable farmer is remarkable resource

fulness and flexibility in continuing to produce even when resources 

are scarce. These adaptive strategies comprise the subject matter of 

the next chapter. 

Conclusions 

The socio-economic profiles of both the Ibiapaba middlemen and 

producers emphasize the variation that characterizes both populations. 

The samples included representatives from both the resource-rich and 

the poor. Whereas for the middlemen, the discrimination of the sample 

according to resource availability adequately identifies subgroup dif

ferences, this criterion does not isolate interesting patterns among 
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the producers. Wealthy producers do not necessarily plant more 

vegetables and landless farmers may risk very large gardens. What 

better distinguishes the producer class is access to the most nebulous, 

yet important, input into the production process: information. 

For all Ibiapaba inhabitants, the socio-economic characteris

tics considered here tend to confirm what the recent history of the 

region already demonstrates. Ibiapaba has experienced a qualitative 

change in lifestyle. Yet though the region seems to have abandoned its 

traditional, isolated past, the past lives on embodied in the Ibiapaba 

inhabitants. Most producers and middlemen still represent a time when 

education was the privilege of the select few, when family responsibi

lities completely overshadowed commitment to the community, and where 

economic relationships were infused with an exaggerated paternalism 

between the classes. Principal among these qualities of a pre-transfor-

matlon legacy is the astounding flexibility and resourcefulness of the 

producers and middlemen. What was perhaps an adaptational response to 

an environment without opportunity has emerged within a more bountiful 

context as the ability to strategize and combine resources in the most 

varied and diverse of ways. 

If indeed the middlemen and producers display such creativity 

in molding the economic shapes of their lives, what form does their 

interaction assume? The marketing situation provides the arena in 

which the middlemen and producers pit their competitive strategies 

against one another; farmers with buyers and buyers with buyers vie for 

a formula to success, each drawing up a specific background and speci
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fic capabilities. The nature of these strategies within the context of 

the market system constitutes the subject matter of the following 

chapter. 



MARKET RELATIONSHIPS AND PARTICIPANT STATEGIES 

The assembly, transportation, distribution, and consumption of 

product comprise the essential marketing activities. In the Ibiapaba 

market, vegetables enter into alternative market channels which connect 

Serra producers with urban consumers. But when viewed from a more 

penetrating perspective, the market becomes more than the flow of 

product; for market outcomes are shaped by behavioral relationships 

that underpin and direct that flow and determine the type and scale of 

production. Hence, the "output™ of a market system (empirically obser

ved as the type and quantity of product, the assembly, transportation, 

and distribution processes) is the cumulative result of individuals 

interacting within a specific socio-economic environment. 

Ilia Nature &£ Market Interaction 

Both horizontal and vertical relationships form the core of a 

market system. Horizontal interaction, which occurs between partici

pants at the same structural level of the system (e.g., farmer with 

farmer, middleman with middleman), has contributed substantially to 

accepted theories of competition. According to Bain's industrial 

organization model, a large number of buyers will exert a sufficient 

amount of pressure upon the price-forming process to diminish the 

possibility of collusion between market participants. That is, parti

cipants to the market will relate to one another as competitors, each 

protecting his/her self interest. 

159 
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Vertical relationships also entail competition, but between 

participants at different levels of the market system (e.g., farmer 

with buyer, wholesaler with retailer). Whereas, middlemen compete 

horizontally over respective shares of the total product volume, 

vertical competition Involves shares of per unit product value. The 

distinction between vertical and horizontal relationships helps to 

resolve an apparent paradox in many peasant (and "modern") markets: 

although production and distribution fit as complements into an 

economic system and despite the underlying interdependence that draws 

buyer and seller together in the marketplace, vertical interaction 

often entails friction and mutual perceptions of distrust. The need to 

neutralize the negative warp which vertical competition instills in 

buyer-seller interaction creates a market situation in which partici

pants must seek common ground, allay fears, and establish the minimum 

of trust necessary to consummate the basic tasks of price setting, 

payment, and delivery. Thus a dynamic tension pervades the simultaneous 

efforts of buyers and sellers to garner their maximum shares of product 

value while dissipating the friction between them. 

Market relationships form and develop under varying types of 

conditions. First, relatively static (at least over the short-run) 

conditions of entry into the market determine at what scale of opera

tion an individual might initiate and maintain his marketing firm. 

These conditions, expressed in terms of socio-economic or organi

zational constraints, differ at each level of operation and will change 

only as the market evolves. Furthermore, government intervention in the 



l6l 

marketing system can force a realignment of the rules of competition 

and thus generate a reaction in terms of participant interaction. 

A second and more critical set of conditions includes the 

short-run modifications to which all market participants must adjust. 

Especially in the marketing of perishable goods, changes in demand and 

supply occur frequently, with concomitant variations in prices. 

Climatic changes in the region or in competing regions may also signi

ficantly alter the conditions under which the activities of buying and 

selling proceed. Whatever the source, these changing conditions engen

der a situation of imperfect knowledge in which risk and uncertainty 

influence all market decisions. 

The behavioral responses by which participants adapt to market 

conditions represent what I call "market strategies", the plans that 

buyers and sellers devise and modify towards the achievement of per

sonal market goals. In the Serra da Ibiapaba system, the major 

substance of a market strategy is organization, specifically the 

organization of market relationships to satisfy exigencies of time and 

place. As market conditions change, market strategies must demon

strate an ability for rapid adjustment lest buyer-seller and seller-

seller relationships deteriorate. Of course, such strategies in 

themselves create changes in market conditions which in turn stimulate 

even further organizational responses. This feedback process accounts 

for the remarkable vitality of the market system both in terms of the 

cyclical dynamics of the perishable crop market and with regard to 

longer range trends. 
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If the vertical and and horizontal interaction between market 

participants defines the terms of competition, market strategies pro

vide the instruments through which this competition can occur. At every 

link of the market chain, individual participants bring their strate

gies to bear upon the objective of increasing either one's share of the 

total product or one's share of the unit value of the product. Changing 

market conditions mean that advantages shift back and forth. Conse

quently, a sufficiently flexible set of organizational responses will 

reduce potential loss and, in some cases, isolate the participant from 

the most uncertain of situations. 

In the course of this study, farmers and middlemen from the 

Ibiapaba region have been considered against a socio-economic backdrop. 

The producer sample was divided into subgroups according to the munici-

pio of residence in order to assess differential access to information 

and the effects of government intervention. The middleman sample was 

subgrouped by the size and scale of individual market firms. Whether 

the different subgroups develop distinct strategies of market behavior 

and whether a specific set of strategies favor one or another of the 

subgroups with regard to horizontal and vertical competition consti

tute the important questions of this chapter. The differential success 

of these strategies (if so discerned) should illuminate the dynamics 

of the market process over both the short and long runs. 

The individual participant to the market does not always con

sciously articulate the strategies which underpin market behavior. 

Assuredly, marketing is a job and, like other jobs, develops its own 
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routine. What to the researcher appears as an amazingly resourceful 

response to an especially difficult problem, may in fact be perfunc

torily shrugged away by the producer or middleman. Yet each market 

activity involves social interaction, the dynamics of which require 

that no participant enter unprepared. In fact, each does enter into the 

business of marketing with a plan. Consequently, each stage of the 

marketing process can be investigated separately in terms of the type 

of interaction it entails and the type of strategies it elicits. 

Accordingly, this chapter will identify the individual strate

gies of both producers and middlemen as they attend to the business of 

supply and assembly, price setting, payment, classification, transpor

tation, and resale. Since risk in its various apparitions acccompanies 

continuously changing market conditions, special attention will be paid 

to those strategies that explicitly attempt to circumvent or reduce the 

potential dangers in an Inherently risky enterprise. 

Supply ani Assembly 

The atomistic, widespread structure of vegetable production in 

the Serra da Ibiapaba poses an immediate problem for both producers and 

middlemen. The farmer who plants away from the main flow of traffic 

faces the potential danger of not having a buyer at the time of har

vest. Similarly, the middleman must seek out the sources of product in 

his buying areas, then arrange the transportation from the farm to a 

central bulking area. Thus, the assembly process requires that farmer 

and middleman meet and establish a sale at an agreed upon price. The 

middleman then must classify, crate, and concentrate product in a 
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central location for loading. Obviously, assembly involves costs which 

vary according to both difficulty of access to the production area and 

the distance from the garden to the bulking area. In peasant markets 

with a poor infrastructure of local roads, high assembly costs can 

become impediments to the smooth operation of the market. 

For the Ibiapaba middlemen, the guarantee of a steady supply is 

a major organizational challenge. Alternating periods of product sur

feit and scarcity in the Serra create a situation of uncertainty for 

the individual middleman, who faces the possibility of customer loss in 

the event of the unavailability of merchandise, since buyers at the 

resale end expect a constant supply of product. Therefore, the inabil-
0 

ity to acquire supply with regularity diminishes the possibility of 

establishing a steady buyer, with consequences that vary from urban to 

market. 

For those who deal directly with producers, maintaining an 

assured supply of product assumes an extensive knowledge of one's 

municipio and its farmers. Such knowledge is acquired only at the cost 

of many arduous hours spent combing the producing areas in vehicles 

adapted to scarcely passable roadways. Furthermore, the buyer must be 

able to predict planting patterns, to discover who has planted what, 

when and where. Notwithstanding these difficulties of finding, buying, 

and transporting product in a regular fashion, failure to do so can 

seriously compromise the viability of the enterprise. 

The producer feels the pressure of a successful sale in other 

ways. With tomatoes, fruit bunches closest to the soil produce almost 
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entirely first class fruit; however, the bunches toward the top of the 

plant contain successively high proportions of second class fruit, 

which is valued at exactly one-half the going price. Farmers fear the 

possibility that middlemen will purchase the first pickings of the 

harvest and then abandon the garden leaving less desirable product 

unsold. In a similar vein, high planting investments financed on a 

short-term basis place a sense of urgency upon the sale. The farmer 

looks for assurances that the planting will at least be able to cover 

the formal, explicit costs incurred so that further investments can be 

considered. And, of course, the rapid perishability of vegetables 

(especially tomatoes) shortens the possible marketing interval. 

The varying conditions which influence the process of supply 

and assembly strongly affect the market behaviors of producers and 

middlemen. The middleman's need for a predictable supply source is 

exacerbated during periods of product scarcity, which occur commonly 

during the rainy season. At these times, high farmgate prices put a 

serious strain on the working capital of the small intermediary; but 

even more critically, the scarcity of product increases the possibility 

of not being able to meet commitments to urban buyers. Under these 

conditions, the middleman must adjust his behavioral patterns to assure 

the continuing viability of his firm. 

Farmers, on the other hand, encounter little difficulty in 

effectuating a sale during the periods of product scarcity. At peak 

harvest periods, however, middlemen seem to disappear from the gardens. 

Especially those farmers further removed from the centers of activity 



166 

discover that middlemen are less willing to incur assembly costs or 

even to buy their harvest. Again, the farmers must fall back upon 

those organizational mechanisms which guarantee the sale of their crop. 

The presence of the government-operated MEPRO in Ibiapaba has 

also made marketing conditions in Tiangua and nearby municipios diffe

rent from those which obtain in the rest of the Serra. In the major 

marketing municipios (except Tiangua) middlemen rent or own warehouse 

space where bulking takes place. In Sao Benedito and Ubajara, middlemen 

work adjacent to one another, renting rows of simple rooms on streets 

known for their marketing activities. In Guaraciaba do Norte, the spe

cialized rural assemblers have built more elaborate structures or 

converted their garages to fit the purpose. In Tiangua, however, the 

once numerous warehouses have disappeared and the assembly process has 

been centralized in the Mercado do Produtor. For middlemen, the MEPRO 

offers a sheltered, rent-free location which attracts the vast majority 

of product volume. As a disadvantage to buyers, however, the MEPRO 

also publishes daily prices to which the farmers have access, thus 

improving the latter group's relative bargaining position. Hence, both 

middlemen and farmers face varying market conditions from munlcipio to 

municipio. 

Middleman Strategies 

A clear subgroup patterning is found in the distribution of the 

alternative strategies which middlemen employ to secure a constant 

supply of product. In general, large-volume middlemen (SUBGROUP III), 
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with more bountiful resources, demonstrate greater mobility and versa

tility in their efforts to acquire product; however, middlemen also 

have at their disposal a variety of supply strategies emphasizing 

organizational resourcefulness rather than material resources. 

Specialized Assembly. Many Sao Luis and Belem marketers, 

being more specialized in the transportation of their product, simply 

pay others to handle assembly and supply activities. They acquire 

their cargo directly from specialized rural assemblers (usually by 

telephone) and consequently do not directly deal with producers. The 

cost for this service at the time of research averaged fifty centavos 

per kilo of tomatoes, although I did witness instances in which assem

blers were able to increase their margins. These costs notwithstanding, 

specialized assembly provides significant benefits to Sao Luis and 

Belem middlemen. They can purchase their loads in municipios where 

they have neither the experience nor the requisite knowledge to organ

ize a supply operation. Also, specialized assemblers commonly offer 

short-term credit arrangements whereby the middlemen pay for their 

product only after returning from the urban markets. 

Large-volume middlemen not transferring the costs of assembly 

to specialists, demonstrate great mobility in their assembly efforts. 

While small-volume buyers (SUBGROUP I) could fulfill their normal trip 

requirements from an average of two farm sources in only one municipio, 

their large-volume counterparts could draw from an average of six 

sources and frequently from more than one municipio (Table 16). 

Middleman Production and Financing .&£ Production. A signifi-
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Table 16. Assembly characteristics of the middleman sample according to 
subgroups. 

MIDDLEMAN ASSEMBLY CHARACTERISTICS 

Suppliers Main Supplier Suppliers From Preferred 
Per Trip is Producer More Than One Garden Size 

SUBGROUP (N) Producer 
(N) -(56 of row)-— (II of Plants)' 

I 28 2 10.7 96.8 5 000 

II 13 3.5 46.2 69.2 9 000 

III 21 6 38.1 76.2 14 000 

Source: Ibiapaba Middleman Project Survey 
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cant proportion of the large-volume middlemen use their superior 

resources to produce their own supply or to finance the production of 

others. During the two year period of 1977-78, nearly half of the 

large buyers farmed commercial vegetables, while only 10j6 of the 

small-volume group did so. Furthermore, large middlemen cultivated an 

average annual number of plants three times greater than that of the 

small-volume middlemen (Table 17). 

Middlemen, however, do not produce their entire supply needs 

over an extended period of time. The combination of production and 

marketing activities exerts a great amount of pressure upon the time 

which middlemen have available. Moreover, the intensive nature of 

production demands constant supervision, which market schedules make 

difficult. Because of these constraints, middleman most commonly 

plant with a sharecropper or an administrative partner worthy of trust 

foessoa de oonfianca). 

In sum, vertically integrating the production and marketing of 

vegetables presents a trade-off with not entirely unambiguous results. 

Acquiring product at lower costs offers obvious advantages; however, 

organizational demands multiply under this combined scheme. The pro-

ducer-middleman faces greater risks and sacrifices total time and 

dedication to either one or the other facet of his enterprise. Thus 

risks and exigencies of production discourage many middlemen with 

sufficient resources who might otherwise invest in this particular 

strategy. 

Middleman financing of production represents another special 
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Table 17. Backward integration of production and marketing activities 
among Ibipaba middlemen. 

BACKWARD INTEGRATION OF THE MIDDLEMAN ENTERPRISE 

Middlemen Annual Middlemen Annual 
Producing Production Financing Volume 

SUBGROUPS (N) Tomatoes (1977-78) Tomatoes (1977-78) 
(N) — (N of Plants)— —(N) (N of Plants) 

I 28 4 10 000 3 32 000 

II 13 i| 21 500 3 13 000 

III 21 9 3H 000 9 145 000 

Source: Ibiapaba Middleman Project Survey 
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case 01 the vertical integration of production and marketing activi

ties, The key distinction between actual middleman production and the 

financing of production lies in the control over basic production 

decisions. Where middlemen finance production, the farmers retain at 

least a semi-autonomous control over the decisions regarding size of 

planting and the combination of resources. Marketing arrangements, 

however, are determined prior to planting, for the financer has exclu

sive rights to purchase. 

Consistent with the variability found in the relations of pro

duction in the Serra, middleman financing occurs under several diffe

rent schemes. Large-volume middlemen finance production either on the 

farmer's land, on the financer's land, or on land rented from others. 

In the purest form of financing, the middleman supplies his farmer with 

fertilizer and insecticide Inputs as well as with irrigation and 

staking materials. Usually, the buyer also pays most labor costs, 

although not the managerial contribution of producer. At harvest, the 

buyer is reimbursed all pocket expenses (as far as I could determine, 

without interest charges), and remaining proceeds, if any, are divided 

equally between buyer and producer. No contract formalizes this part

nership, but most frequently the buyer continues to finance successive 

plantings (usually before the preceding harvest has been completed) 

until either party decides to terminate the relationship. The producer 

may in practice find it difficult to escape this dependency when the 

value of production does not exceed costs of buyer inputs. In this 

case the farmer often becomes locked into the relationship. 
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The producer survey discerned a wide amount of variation upon 

this financing theme. Contrary to expectations that only resource-poor 

farmers seek financing from buyers, I found that several well-to-do 

producers in Guaraciaba also received fertilizer and insecticide inputs 

along with technological advice from buyers. Especially in more iso

lated areas of the municipio, middlemen offer the convenience of non-

official and less time-consuming financing plus delivery of inputs. 

In these situations, the profits from the planting go entirely to the 

farmers, though buyers expect exclusive rights to purchase the harvest. 

Although it appears that the buyers do not calculate and charge a 

formal interest cost for their financing services, I was able to deter

mine several cases in which the prices offered to financed producers 

fell below that of the going market price. 

Small-volume middlemen do not have the necessary reserves to 

finance production on a large scale. About 10? of this sample subgroup 

occasionally provided their suppliers when so requested by producers to 

solve financial problems or meet subsistence needs until harvest. 

Other middlemen might finance the purchase of a truckload of manure. 

This emergency type of funding does not heavily tax the reserves of 

many small-volume middlemen, yet it does help to procure a steady 

source of supply. 

Middleman financing appears most frequently in the munlcipios 

of Guaraciaba do Norte and Ubajara. Buyers began to finance in Guara

ciaba when Ibiapaba assumed the leadership of tomato production for the 

Fortaleza market. Since the previous supplier of this market, the 
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Serra de Baturite, was left without a viable economic alternative, many 

Baturlte tomato farmers migrated the 300 kilometers to Ibiapaba in 

order to take advantage of the agricultural transformation occurring 

there. Finding Guaraciaba the most promising of the producing munici-

pios, these resource-scarce immigrants turned to a pattern well-known 

in their home region: buyer financing. Several buyers from Baturite 

started operations in Guaraciaba, indirectly inspiring several local 

middlemen to adopt the innovation. Under prevailing circumstances, 

buyers provided all of the production resources, including rented land, 

to the Baturite sharecroppers. The practice then spread to local far

mers and now accounts for a significant proportion of the tomato flow 

from Guaraciaba. 

Some Baturite sharecroppers also appeared in Ubajara, where the 

practice of financing production was already established. This strategy 

is still very much in evidence in Ubajara, although not to the extent 

that it has developed in Guaraciaba. I did find an interesting varia

tion upon this theme with telling implications for the small producers' 

cultural perception of banks. One large middleman carefully managed 

his supply source through financing arrangements, but also sought out 

small farmers indebted to the bank through the Integrated Rural Deve

lopment Program's crop loan project. He would play upon fears of 

possible foreclosure on mortgaged properties (which in fact were not) 

and then offer to liquidate the debt with a single cash payment. The 

farmer thus "liberated" then allowed the middleman to assume the mar

keting of their gardens. The buyer saw himself as a true friend and 
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benefactor of the small farmer, and producers did seem to enter and 

leave his house with great familiarity. Nonetheless the distribution 

of benefits from this patently vertical and extremely paternalistic 

relationship favored the buyer in that his supply was secured under 

advantageous terms of trade. 

For both large and small middlemen, the major motive behind the 

financing of production was not so much profit from the planting but 

the guarantee of a steady supply. Nearly 90? of the financing middle

men demanded the right to purchase the production of indebted farmers. 

Obviously, the practice of financing can be neither singularly 

condemned nor condoned. On the one hand, financing offers production 

inputs without the lost time and inconvenience of working through the 

banking system. Moreover, the buyer does not threaten the farmer with 

the implicit threat of usurping his land in the case of default. In 

fact, many farmers, perceiving such an arrangement as beneficial, 

evince a strong trust in their middleman. 

On the other hand, even under the most favorable conditions, 

buyer financing results in the immediate deterioration of the farmer's 

bargaining position. In most cases, such arrangements create a farmer 

dependency not only on inputs and credit. As a purveyor of resources, 

the middleman soon becomes producer's major information source and the 

only real link between producer and market. For example, I witnessed 

buyers who picked up tomatoes from a garden without stipulating a 

price, only to dictate the price after the following market day in 

Fortaleza. The prices paid to producers on such occasions were signifi
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cantly lower than those paid by assemblers in Guaraciaba. It is 

possible that these were isolated incidents, but the argument remains 

that whether financing middlemen exploit or not, the opportunity to do 

so certainly exists. 

As a supply strategy, the financing of production offers advan

tages to the buyer, but with a definite amount of risk. As a major 

benefit, financing assures the middleman a regular supply no matter 

what market conditions prevail. It is also possible to acquire product 

at a somewhat lower cost. At the same time, however, financing incurs 

costs, often substantial ones, and the risks of production failure fall 

back upon the creditor. These factors make this strategy almost exclu

sively the domain of the large-volume middleman. 

Fregues Relationships. Another major supply strategy does not 

discriminate so clearly against the small-volume buyers. As documented 

in Mintz's Haitian and in Davis's Philippine markets, so do the Ibia-

paba middlemen seek to establish steady suppliers (fregueses). Under 

this arrangement, a farmer implicitly or explicitly agrees to sell all 

his production (over consecutive plantings) a single buyer. As a quid 

pro quo, the farmer receives assurances that while varying from munici-

pio to municiplo, create and nuture a bond of trust which cements the 

often difficult buyer-seller relationship. Most middlemen across sub

groups have steady customers with the large-volume subgroup (III) 

maintaining these relationships the longest. Seldom did a middleman 

have more than five steady suppliers, and more frequently the number 

was one or two (Table 18). 



Table 18. Fretrues relationships among Ibiapaba middlemen. 

FREOUES RELATIONSHIPS AMONG IBIAPABA MIDDLEMEN 

Middlemen With Length of Relationships: 
SUBGROUPS (N) Steady Suppliers 0-1 year 1-2 years > 2 years 

(N)—(row 56)——-—(N)—(row %) (N)—(row 55) (N)—(row %) 

I 28 16 57.1 9 32.1 3 10.7 6 21.11 

II 13 9 69.2 5 38.5 4 30.7 3 23.1 

III 21 16 76.2 5 23.8 5 23.8 10 47.6 

TOTALS3 62 41 66.1 19 30.6 12 19.1 19 30.6 

Source: Ibiapaba Middleman Survey Project 

(a) Several middlemen have different suppliers over different periods of time 
and are thus represented in more than one column. 

H 
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Ibiapapa producers establish long-lasting relationships with 

those buyers who can be trusted to pay the going price, to buy their 

production under varying conditions, and to honor terms of payment. In 

Guaraciaba do Norte, where more than half of the sample has had steady 

buyers for more than one year, the producers showed distinct preference 

for middlemen who buy the entire harvest including first and second 

class fruits (54.8$). This concern is less evident in Tiangua, where 

47$ of the producer sample have steady buyers. Here farmers seek out 

steady buyers who offer the best price (61$ of the Tiangua producers 

with steady buyers acknowledged this motive) or who pay immediately 

upon receipt of product. In both municipios, however, the frepues 

relationship offers both a buffer against the formidable risks of 

vegetable marketing and an opportunity to substitute trust for the 

characteristically negative feelings that imbue buyer-seller inter

action. 

The element of trust emerges so strongly in buyer-seller rela

tions that some producers keep the payment for their produce (each 

picking representing a separate transaction requiring price-setting and 

payment) in the hands of middlemen until the entire garden is finished 

or until a need for the money arises. Also, approximately 20$ of the 

producer sample (with little variation between subgroups) maintains 

non-economic ties—either of kin or of co-godparenthood—with their 

buyers. These relationships tend to enhance the bonds of trust between 

buyer and seller. 

"Na tora" Sales. Another middleman strategy of supply identi
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fied in the Serra and considered the bane of small farmers everywhere 

is the outright sale of an entire garden at a fixed price fvenda "na 

tora"). This variation of pre-harvest sales occurs less frequently in 

Ibiapaba than might be suggested by the literature (e.g., Sa, Jr., 

1976) and does not seem to involve only small farmers. Approximately, 

37? of the Ibiapaba farmers have sold their product "na tora" at least 

once, while middlemen claim that this strategy accounts for only about 

five percent of their total sales. The fixed price sale occurs either 

as fruits reach the point of maturation or after the first pickings. 

Middlemen estimate the production and quality of the garden and 

multiply this quantity by one-half the going market price. This under

estimation of the value of production helps to isolate middlemen 

against the risks of price variation and insect damage, and covers the 

costs of continuing maintenance of the planting. 

For middlemen, the "na tora" sale secures supply for a period 

of time, but also injects a certain amount of risk into the enterprise. 

Producers, on the other hand, vary in their attitudes toward this stra

tegy. For the producers of Tiangua, this type of transaction has only 

negative results, because the garden is sold at a lower value and 

payment often is made in installments. In Guaraciaba, however, a 

larger proportion of producers look favorably upon this sale, princi

pally because it frees resources for reinvestment in subsequent 

plantings and reduces the risk of price variation. Frequently, farmers 

seek fixed payment sales only after several pickings, since the 

remaining fruit bear a higher second class percentage, dropping the 
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returns to harvest costs proportionally. Predictably, producers pro

mote "na tora" sales during times of market glut, while middlemen 

attempt these arrangements during times of market scarcity. 

Producer Strategies 

Farmers generally negotiate the sale of an entire garden, with 

one middleman agreeing to buy all the pickings. This strategy reduces 

producer fear and guarantees middleman supply for about two months 

(though the last pickings contain mostly low value, second class 

fruit). For this reason, farmers tend to welcome the formation of 

fregues relationships with middlemen. Again, however, an Important 

exception can be found among Tiangua producers, among which a signifi

cant proportion—perhaps bolstered by a strong confidence in the 

saleability of their product—prefers to market by the picking (i.e., 

each picking may be sold to a different buyer). In fact, the sample 

survey revealed that a far larger percentage of Tiangua farmers knew 

more than 10 buyers (72.7%) than did the producers in Guaraciaba do 

Norte (10.3$). Such a large number of alternative buyers promises the 

Tiangua farmer a potentially better price due to competitive bidding 

(Table 19). 

The results of the producer survey showed that half of the 

Tiangua producers always use the MEPRO, where conditions facilitate the 

per picking sale of vegetables. None of the Guaraciaba farmers in the 

sample consistently used this farmers' market. The MEPRO concentrates 

buyers and provides the locale where farmers can bring their product to 

be examined and bid upon. When a dearth of produce characterizes the 



Table 19« Selling behavior of Ibiapaba producers. 

Subgroups (N) 

Different 
Middlemen 
per Ticking 

(N) (row %) 

Producer Selling Behavior 
Same 

Middlemen 
Entire Harvest 
(N) (row %) 

Producers 
Who Know 

> 10 Buyers 
(N) (row 95) 

Producers 
Who Always 
Use Mepro 

(N) (row %) 

Guaraciaba 
do Norte 31 

Tianpua3 36 

4 

17 

12.9 

47.2 

23 

17 

7̂ .2 

7̂.2 

3 

?.& 

10.3 

72.2 

0 

18 

0 

50.0 

Source: Survey of Ibiapaba Producers 

(a) Includes Ibiapina producers. 



market, buyers mill around the MEPRO platform awaiting the arrival of 

farmers with their goods. Often the bidding becomes quite fierce, 

especially as the market day wears on. In times of market surfeit, 

however, this same strategy can result in an unsold picking. As Ibia-

paba middlemen drily remark: "Tomatoes are like dead men*n 

Sales on a per picking basis also favor the small-volume 

middlemen. Nearly 40J6 of this subgroup bought by the picking, while 

only 19? of their large-volume colleagues did the same. Middlemen with 

smaller volume needs can rely upon the attraction of the MEPRO as a 

supply source; however, larger buyers require more secure sources of 

product and thus seek to purchase the entire garden. Middlemen working 

out of the MEPRO pay no fees for their use of the location nor are 

they required to register with the administration. Since farmers who 

sell by the picking often assume the costs of transportation to the 

MEPRO, it furnishes an ideal locale for both capital-deficient buyers 

and confident sellers. 

Assembly Costs 

Differences in supply strategies among producers and middlemen 

raise a question of the distribution of assembly costs. The middleman 

survey revealed that over 20% of the small-volume middlemen do not have 

assembly costs. Later observations confirmed that during periods of 

high volume movement, the specialized assemblers offer a higher price 

{20 to 30 centavos) to those producers delivering their merchandise to 

the buyer's warehouse. In the later producer survey, this issue was 
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directly addressed and, as might be expected, most Guaraciaba farmers 

(71.U?) sell their product at farmgate, while in Tiangua, nearly 40$ of 

the producers assume assembly transport costs (to the MEPRO) 

themselves. 

Within the dynamics of the market, changing conditions alter 

the relative bargaining positions of producers and middlemen. I began 

with a working premise that a producer consistently seeking out a buyer 

sacrifices a certain bargaining edge, with the reverse situation also 

true. But the results of the (producer and middleman) surveys showed 

that market conditions determine which participant assumes the more 

active, aggressive role. Similarly, the burden of assembly costs shifts 

shoulders somewhat under varying market conditions, as do price-setting 

strategies, classification, and many of the other market activities. 

Conclusions 

The more secure strategies of supply and assembly require a 

greater investment of resources. Consequently, large-volume middlemen 

have more options than do their small-volume counterparts. The strategy 

of the vertical integration of production and marketing along with that 

of financing provide important instruments for the guarantee of supply 

under all market conditions. The stronger the tie between middleman 

and farmer, the greater the assurance of a regular flow of product. 

The establishment of steady customer relationships can result 

in costs as well as benefits. In times of peak harvest, when middlemen 

themselves face low urban prices, the commitment to market their sup

pliers1 product may prove damaging. I talked with one large middleman 
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to Fortaleza who, during a period of high production, had doubled his 

number of trips to market, despite the high possibility of losses. He 

simply felt compelled to make good on the commitments to his suppliers 

in the Serra, and hoped to recoup any losses during times of higher 

prices when, presumedly, his supply would still be secure. 

Yet, even with steady customer relations, large-volume middle

men hold a comparative advantage over smaller buyers. He can align a 

group of suppliers through the enticements of a cash payment and offers 

the benefits of dealing with a respected community member (with a 

reputation to uphold, etc.). The small-volume middleman attempts to 

establish customer relationships on a basis of trust, friendship, or 

simply by a tradition of honesty. In all instances, however, the 

principal focus of the assembly strategy is the buyer-seller relation

ship, which must overcome the interactional difficulties of vertical 

competition and respond to the individual needs of participants under a 

changing set of market conditions. 

Price Setting Payment! Product Acquisition 

The establishment of price and payment terms in many ways 

constitutes the most crucial dimension of the market process. Unpre

dictable price variation and the high perishability of vegetables make 

price-setting unstable. Moreover, since middlemen operate under strict 

capital requirements and producers depend upon a steady cash flow, 

payment arrangements become critical to both participants as well as a 

potential source of strife between them. In short, price setting and 
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payment reflect the outcome of vertical competition over shares of 

product value. 

In terms of specific strategies, price setting behavior in 

Ibiapaba does not differ significantly among subgroups. In general, 

middlemen enter the process of price negotiation better equipped than 

producers insofar as a buyer's knowledge of the market at any parti

cular time is more recent and more accurate than the information 

accessible to the farmer. In a manner of speaking, the middleman sets 

the tone and the limits of price negotiation and makes the final offer 

on the basis of the producer's counterstrategies. The two participants 

test each otherTs skills at bargaining, but the final price usually 

falls within the limits determined by the buyer. 

The limits which define bargaining flexibility depend upon 

several factors, some constant and others a function of unique market 

conditions. On one hand, the structure of competition determines the 

amount of pressure which buyers feel from their colleagues. With a 

limited supply, the horizontal competition between buyers will tend to 

stretch out upper limits, while market gluts will force down farmgate 

prices. Also, ad hoc conditions influence pricing behavior. Urban mar

kets consistently clear at higher prices during weekend feiras than on 

Mondays and Tuesdays. Accordingly, producers in the Serra (especially 

in Tiangua) usually receive a higher farmgate price toward the end of 

the week. Seasonal factors also affect prices. Middlemen point out 

that Holy Week fSemana Santa) stimulates unusually high market prices, 

since people traditionally abstain from meat during this period. 
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Price Setting Process 

As a rule of thumb, middlemen base price ranges on the market 

situation and the resale prices they encountered on their last trip to 

the urban market. With allowances for different travel schedules, this 

information is generally two or three days old; yet barring the 

unexpected entry of tomatoes from other producing regions of the 

country, most middlemen find the last market day an adequate thermo

meter of present market conditions. The specialized rural assemblers 

in Guaraciaba and some large-volume middlemen take advantage of tele

phone communications" to avail themselves of the most current price 

information. Commonly, the rural assemblers receive orders by phone at 

which time price is established. They are thus able to buy from 

farmers knowing exactly what upper limits can be offered. 

In a lesser way, middlemen may also use information provided 

by their colleagues to orient the price-setting process. Several 

interviewees observed that another intermediaryTs report on the market 

situation was, if given, a strategem meant to mislead; however, others 

admitted that they sought out their colleagues to obtain market infor

mation. 

Once the middleman defines the limits on his acquisition price, 

the bargaining process determines whether these limits are actually 

exhausted. Producers, especially those in Guaraciaba, have considerably 

less access (than middlemen) to current market information; and they 

form a notion of a fair market price by observing the success of their 
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neighbors, asking an extension agent, or listening to the price broad

casts on the radio. Each of these sources presents problems due to the 

nature of second-hand information and difficulties of interpretation. 

The more isolated a producer (in terms of communicative distance), the 

weaker his perception of a fair price. 

The farmgate price is usually negotiated prior the picking, 

except in the case of farmers who market at the MEPRO. Many farmers 

feel that they lose a strong psychological edge in bargaining once 

their highly perishable vegetables are off the vine or out of the 

ground. Again this attitude demonstrates the overriding concern of 

producers with the saleability of their merchandise. 

The survey results detected a discrepancy over the issue of who 

actually sets the price, i.e., who are the price-takers and who the 

price-setters. Most producers in the Guaraciaba subsample (77«^$) 

asserted that the buyer establishes farmgate prices, while the Tiangua 

subgroup tended to concur with the overwhelming majority of the buyers 

that in reality nobody fixes the prices. Rather, prices emerge from the 

bargaining process or result from extraneous factors (e.g., a frost in 

other producing regions). Thus, while Guaraciaba farmers attribute 

buyer bargaining advantages to the perishability of the product and to 

buyer control over the flow of information, Tiangua producers and most 

of the buyers deny the existence of bargaining advantages for either 

party. 

These differences underpin a curious interpretation which many 

producers and middlemen have of the entire price-setting process. Very 
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few of the paticipants see themselves as integral and active contribu

tors to the emergent price of a given day. When asked how a price is 

eventually arrived at, the middlemen commonly responded that they pay 

the going price (preco do dia)r as if it were some mysterious and 

highly mutable force to which both buyer and producer are subjected. 

Especially for the small-volume middlemen in Tiangua who received their 

product at the MEPRO, the preco do dia is viewed as a market reality 

which all must accept. This attitude remains unaffected by the fact 

that the going price in the MEPRO may change several times in the 

course of a single market day. Farmers do, however, consider the preco 

do dia a fair price and generally deliver their produce to the MEPRO on 

the promise of receiving it. 

Price-setting Strategies 

Buyer-seller interaction during the bargaining situation seeks 

a price level compatible with the upper limits implicitly imposed by 

the middleman and the producers perception of a fair price. The major 

middleman strategies in the bargaining process involve concealing or 

distorting of pertinent market information. One buyer shared with me 

the unwritten axiom of his trade: "When the wholesale price is low, we 

return to the Serra loudly bemoaning our misfortune (chorando); when 

the price at market is high, we go back with our lips sealed (oalado)." 

This bargaining strategy must be carefully played. If a produ

cer ascertains that his price has not accompanied that of his 

colleagues, the bond of trust may be broken and the relationship (even 

a strong dependency one) will eventually fall apart. On the other 
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hand, retaining market information is not entirely reproachable, since 

the middlemen know that a high Friday price may be a poor indicator of 

the behavior of Tuesday's market. In this case, the buyer conceals his 

good fortune on . one market day because a lower wholesale price is 

expected on the following. As an example of this strategy, several 

Tiangua middlemen procure their supply away from the MEPRO because of 

the comparatively greater acuity of the farmers who sell in the MEPRO. 

This perceived "sharpness" of the farmer probably results from the 

publication of farmgate and wholesale prices there. 

Although not strongly represented in the surveys, the buyer 

practice of taking the farmer's produce without a price ~ aourado") 

occurs in several parts of the Serra. Under this strategy, the farmgate 

price is established only after the buyer resells the merchandise and 

returns to the Serra. It is readily apparent that farmers comply with 

this arrangement only in circumstances of unfaltering trust or complete 

submission (cf. Firch and Young, 1968) for a discussion of this prac

tice in the Mexican tomato market). 

The only effective strategy which producers bring to the bar

gaining session is the potential refusal to sell when prices are judged 

to be unfair. This behavior pattern requires a sufficient degree of 

horizontal competition (between buyers) to force a middleman's offer 

into accordance with the farmer's "fair" price. As the previous 

discussion has revealed, this condition does not obtain in all parts of 

the Serra at all times. A majority of Guaraciaba farmers in the sub

group sample (65%) never refused to sell their product because the 
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buyer's price was too low. But less than 30? of the Tiangua subgroup 

responded similarly. The relative lack of confidence of the Guaraciaba 

producer directly reflects his poor bargaining position in sharp con

trast to that of the Tiangua farmer with access to MEPRO benefits. 

A final strategy bears comment. Some middlemen offer producers 

a trade-off, inviting them to accept a lower price in exchange for cash 

payment. The attraction of such an arrangement to the producer lies in 

its elimination of the risk of payment default. In Guaraciaba, 90% of 

the producers never accepted a lower price for cash; however, in 

Tiangua nearly half of the subgroup sometimes opted for the money in 

hand, and 22% did so frequently. 

This strategy encounters success only in an environment in 

which farmers extend credit freely and in which a payment problem 

exists. As the results in Table 20 demonstrate, only half of the 

interviewed middlemen pay cash for their produce and an even smaller 

proportion of producers (30,6) acknowledge the receipt of cash payments. 

Survey results from both producers and middlemen illustrate the wide 

variety of payment strategies which market participants employ. The 

"credit" column of Table 20 includes buyers who pay only after resale 

and those who leave down payment Cum sinal) and pay the rest after 

returning from the market. Other arrangements (the middle column) 

reflect preferential treatment for certain customers. Farmers allow 

some buyers to purchase their merchandise on credit, while others have 

to pay cash immediately. The individual nature of each transaction 

further underlines the importance of the trust factor in the formation 
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Payment Strategies 

Participants (N) 

Cash 
Sales 
<#) 

Part Cash/ 
Part Credit 

( % )  

Some Form 
of Credit 

(#> 

Middlemen 62 51.6 33.9 15.4 

Subrroup I 28 50.0 25.0 25.0 

Subgroup II 13 61.5 23.1 15.4 

Subgroup III 21 47.6 38.0 14.3 

Producers 67 29.9 38.5 31.4 

Guaraciaba 
do Norte 

31 38.7 35.5 25.9 

Tianruaa 36 22.2 41.7 36.2 

Sources: Ibiapaba Middleman Project Survey; 
Survey of Ibiapaba Producers 

(a) Includes Ibiapina producers • 
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of market strategies. 
» 

Payment Problems 

Producer wariness with regard to payment default appears well 

justified (Table 21). Up through the time of the Interviews, a major

ity of the farmers had suffered monetary losses averaging Cr$ 7 000 

(over a three-year period). On the other hand, only a small percentage 

of the farmer sample still had current debts. This information suggests 

an interesting dimension to buyer-seller dynamics. A producer tends to 

experiment with several different middlemen—occasionally with unsatis

factory results—until he can select a buyer (or buyers) who allays 

fears and instills trust and confidence. Nevertheless, as extension 

agents repeatedly informed me, even this strategy can result in set

backs: cases were reported in which middlemen make initial payments in 

cash thereby establishing the necessary bond of trust. Later they 

begin to buy the product on credit with the final result that middleman 

market losses are transferred back upon the producer. 

For those farmers who extended informal credit, a makeshift 

IOU Czalfi.) serves as the promise of repayment. When a buyer defaults, 

however, the farmer can follow no official recourse, since this infor

mal note has no legal value. When asked what could be done in the case 

of payment default, over 675? responded with a matter-of-fact nothing, 

while the remainder provided a more retaliatory set of alternatives 

from robbing the buyer in return to spreading bad publicity around to 

one's colleagues. In any case, that money has been lost by most far-



Table 21. Payment problems suffered by Ibiapaba producers. 

Producers (N) 

Payment Default and Middleman Debt 
Producers Average 

who Suffered Amount Lost 
Payment Default to Non-payment 
(N) (row r/>) (Cr 11) 

Producers 
with Indebted Average Amount 

Middlemen Owed Producers 
(N) (row (Cr $) 

Guaraciaba 
do Norte 31 

Tianpua 36c 

13 

25 

41.9 

69.4 

8,292 

6,392 

4 

7 

12.9 

19.4 

42,500 

15,514 

Totals 67 38 56.7 7,042 11 16.4 25,327 

Source: Survey of Ibiapaba Producers 

(a) Includes Ibiapina producers. 
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mers and that buyers face no official sanction for non-payment make 

producer concerns understandable. 

Summary 

The characteristics of both the price setting process and pay

ment arrangements in the Serra da Ibiapaba tend to favor middlemen over 

producers. The most favorable arrangement for middlemen allows them to 

acquire their produce without price or payment, settling these matters 

only subsequent to resale in the urban market. But this arrangement 

requires a maximum of trust between buyer and seller, a situation which 

seldom obtains in reality. Consequently, most middlemen (with little 

variation between subgroups) attempt to put their closer proximity to 

market information to advantage by keeping their suppliers as uninfor

med as possible. Again, the integrated wholesalers, because of the 

strong dependency under which they maintain their suppliers, have the 

most advantageous position in the market. 

Ibiapaba producers have a weaker bargaining position than 

middlemen. But in this case, significant differences characterize the 

Tiangua and Guaraciaba subgroups. The presence of the MEPRO with its 

information-divulging mechanisms provides the Tiangua farmer a base 

upon which to formulate a "fair" asking price. Guaraciaba farmers have 

no such advantage, and the differences between the two groups are 

reflected in many aspects of their respective marketing behaviors. 

Classification 

In the Ibiapaba marketing system, classification affords both 
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middleman and producer an opportunity to create and deploy different 

market strategies. Most of the vegetable produce is classified into 

two categories following a criterion of size. The large-sized fruit is 

considered first-class product (primeira) and is sold at going prices. 

The smaller fruit goes out as second-class (secunda) and receives only 

one half of stipulated going prices. Since no rigid size standards 

define class differences, the classification criterion tends to shift 

depending upon the conditions of the market. As one middleman glibly 

remarked, "When the product is scarce, there are no second-class toma

toes." Complementary qualities of the fruit (e.g., firmness, ripe

ness, and fruit "health") can also affect the classification process 

somewhat. 

Except in times of peak production, second-class fruits always 

find a ready market. Since many middlemen commit themselves to the pur

chase of an entire planting, including both small and large fruits, 

buyers have to market second-class produce. In fact, many small-volume 

intermediaries often seek out the less-expensive fruit in order to 

accommodate their working capital constraints, and those buyers with 

more flexibility of purchase (i.e., who buy by the picking), probably 

market more second-class fruit as the market price increases. More 

than 6056 of the small-volume subgroup agreed that a preference for 

second-class fruit existed among some urban buyers (Table 22). Espe

cially in Teresina, where income levels of the consuming population are 

particularly low, a vigorous market for low-value products serves the 

poorer citizens of this city. 



Table ??.. Product classification in the Ibiapaba market. 

Middleman Attitudes on Second Class Product 
Volume of Harder Easier 

1 2nd Class No Difference to Sell to Sell Depends on 
Tomatoes in Saleability ?nd Class ?nd Class Market Conditions 

Middlemen (N) per trip (aA of row) 

I ?8 30 1^.3 l'f.3 60.7 10.7 

II 15 37 15.^ 30.8 '*6.2 7.7 

III P.l ?6 19.0 '+7.6 19.0 14.3 

Totals 62 30 16.1 29.0 ^3-5 11.3 

Source: Ibiapaba Middleman Project Survey. 
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In Tiangua, the responsibility for classification rests with 

the producer, while in Guaraciaba the middleman participates signifi

cantly in the classification process. Middlemen often complain of the 

necessity to reclassify tomatoes because (they allege) producers inter

mix large and small fruit in packing crates, leaving a deceptive top 

layer of first-class product for the buyerfs inspection. Reclassifica

tion entails the emptying and refilling of the jacas, a very time-

consuming activity which increases handling losses. For this reason, 

middlemen in Guaraciaba prefer to classify themselves. 

Small-volume middlemen to Teresina also reclassify their pro

duct frequently. Though middleman interviews did not reveal an 

explicit strategy of reclassification, I did observe in both Fortaleza 

and Teresina, middlemen from the Serra selling their tomatoes with 

more than two classes of fruit. Since at the farmgate level, only two 

classes are recognized, it appears that a reclassification into several 

categories (in the process of which the second-class fruits tend to be 

revalued upward) could bring increased income to middlemen. It was 

not possible, however, to ascertain the prevalence of this strategy. 

In some instances, Tiangua middlemen offer a slight improvement 

in price (e.g., fifty centavos) for fruit of extraordinary quality, and 

in fact a majority of Tiangua producers (55.6?) acknowledge that a more 

rigorous classification can hold remunerative rewards in that the 

product is easier to sell and obtains the highest going price. No one 

among Guaraciaba producers thought a more rigid classification compen

satory. 
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Product Resale 

All middlemen from Ibiapaba assume ownership of the products 

they market and along with it the spectrum of risks that characterize 

the movement of highly perishable goods. The same urgency that per

vades the producer's sale of his produce is thus transferred to the 

middleman on the occasion of resale. Specialized rural assemblers face 

the least precarious situation, since they organize their purchases 

according to standing orders received from buyers. For middlemen to 

urban centers, much remains uncertain: the demand on a given market 

day, who will buy his product, the price to be received, and the mode 

of payment. Thus, resale strategies reflect attempts to maximize the 

likelihood of a successful transaction within the context of less than 

advantageous buyer-sellir vertical relationships. To the extent that 

middlemen adequately organize their economic and human resources toward 

achieving a routine of ordered regularity, they become more prepared to 

confront the uncertainties of the urban market. 

Characteristics of Urban Wholesale Markets 

The urban wholesale market is housed within and regulated by 

the CEASA system. Nevertheless the institutionalization of the whole

sale market has not achieved the system uniformity envisioned in 

original plans. A comparison of the Teresina and Fortaleza markets 

patently illustrates the difference's in the structure of the urban 

wholesaling. 

The market day ffeira) in Teresina smacks of Mintz's Haitian 
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marketplaces. Many retailers are women and awesomely respected for 

their bargaining panache. As market day begins, retailers weave 

through the rows of Serra middlemen to inspect merchandise, check 

prices, and negotiate purchases with characteristic flair. The few 

"wholesalers" in Teresina occupy permanent spaces adjoining the large 

cement floor where most of the activity occurs. In reality, these 

sellers do not perform large-scale wholesale functions, for they 

retail as much produce as they sell in wholesale. 

In Fortaleza, market activities are spread out over several 

buildings: the permanent spaces called "boxes" and a large open 

pavilion called the "pedra" ("rock"). The wholesale sector is com

prised of five large wholesale firms in the "boxes" and approximately 

6-10 wholesale buyers on the "pedra". Three of the five large firms 

have vertically integrated production and marketing functions and thus 

do not purchase from the incoming Serra middlemen, who sell primarily 

to buyers on the "pedra". Despite the low profile maintained by 

"pedra" wholesalers, they operate extremely efficient debulking opera

tions and supply Fortaleza with about 40? of its tomatoes and with 

essentially all of the other basic vegetables produced in the state. 

In Fortaleza, each wholesaler specializes in one or two items. 

The convenience of specialization comes from the large-volume nature of 

the wholesale enterprise: it permits the tighter control over supply 

and an easier organization of the fast-moving sales. Moreover, not all 

products follow the same standard of measurement. Tomatoes are tallied 

in kilos, but green peppers are bought and sold in blocks of one 
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hundred units. 

These differences in the urban markets unfold in distinct mar

keting problems and equally distinct strategies. In Fortaleza, middle

men face absolute organizational necessities: they must arrive before 

the beginning of the day's activities, find a buyer (or buyers), and 

transact an advantageous sale. To maintain a viable marketing enter

prise, these demands have to be met every week at every market 

encounter. The importance of regularity cannot be underestimated, for 

it constitutes the one major determinate of success or failure. Over 

the short-run luck may direct the course of events. Indeed, under 

conditions of scarcity, urban buyers might literally climb up on the 

incoming trucks in their eagerness to acquire product; but in times of 

a glutted market, buyers can display undaunted haughtiness. Thus, a 

successful enterprise must adopt flexible strategies that can address 

organizational exigencies over periods of changing market conditions. 

Middleman Resale Strategies 

Responses to resale problems in urban markets vary not only 

with the nature of the market but with the type of market enterprise. 

The vertically integrated organization of assembly, transportation, and 

debulking functions successfully circumvents the market problems 

facing most of the Serra middlemen. This strategy, however, requires 

unfailing organization, complex management skills, and large quan

tities of resources. It is particularly noteworthy that the integrated 

wholesalers so well established in Fortaleza have all integrated for

ward, i.e., they have incorporated the debulking activity after first 
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gaining the necessary expertise as planters and middlemen. Without a 

solid structure of supply, the wholesaler cannot meet the demands of 

the retail clientele. 

Most Serra middlemen do not possess the requisite resources to 

integrate activities and must rely upon close buyer-seller relation

ships to assure the resale of their product. Again, the establishment 

of fregues relationships constitutes a major strategy. Under this 

arrangement the middleman agrees to become the exclusive and regular 

supplier for the wholesaler, who in turn offers the Serra intermediary 

a secure market outlet. Here, as at the farmgate level, trust must 

bless the reciprocal commitments: the buyer provides a fair price and 

payment security, and the Serra middleman promises a predictable 

schedule of quality supply. The core of relationship entails a trade

off. The middleman cannot yield to the slightly higher prices occa

sionally offered by competing wholesalers, and in return the buyer 

purchases all the middleman's product, even during the periods of a 

flooded market. Middlemen emphasize that only a fool would violate this 

implicit agreement for a better profit on a single trip, because at 

some point in the future when he really needs a buyer, none will come 

forth. 

In Teresina and to some extent in Sao Luis, a larger number of 

buyers redounds in less pressure upon the middleman to maintain abso

lute regularity of supply and to create strong buyer-seller ties. 

Nonetheless, the problem of payment default here leads middlemen to 

sort out those retailers worthy of credit. Often the lack of trust 
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characterizing the first few transactions between middlemen and 

Teresina retailers results in a higher resale price, until payment 

assurances can be established. Therefore, buyers and sellers in the 

Teresina and Sao Luis markets also tend to establish informal fregues 

relationships although with less frequency and for different motiva

tions than are found in Fortaleza. 

Large-volume middlemen display the greatest tendency to form 

steady customer relationships over a long period of time, but with a 

smaller average number of buyers. A significantly smaller proportion 

of the small-volume subgroup (60?) enters into such relationships, but 

with a larger average number of buyers (Table 23) - These data represent 

overall differences between markets with a solid wholesale sector and 

those without: large middlemen tend to deal with large wholesalers 

while small-volume middlemen sell to a wider clientele of small whole

salers (and retailers). 

Nearly all middlemen select their buyers on a trial-and-error 

basis, and the creation of trust in a relationship can only be esta

blished through time. Most middlemen have suffered bad experiences at 

the hands of unscrupulous urban buyers causing them to select their 

current customers with great care. That a signficant proportion (39$) 

of the small-volume middlemen show no preference for urban buyers 

supports the contention that the Teresina market does not present the 

threat of non-sale that the other urban centers do. 

As a consequence of resale strategies, all Serra marketers spe

cialize in a single urban market. Since each market possesses its own 



Table ?3« Fregues relationships of Ibiapaba middlemen with their buyers# 

Fregues Relationships: Ibiapaba Middlemen with Buyers 
Middlemen 
with Steady Length of Relationship 
Buyers 0-1 year 1-2 years 2 years 

Middlemen (N) (N) (row %) (N) (row %) (N) (row %) (N) (row 95) 

I 28 17 60.7 7 25-0 6 21.k 7 25.0 

II 13 11 8*w6 7 53-8 2 15.** k 30.8 

III 21 18 85.7 8 38.1 5 23.8 10 **7.6 

Totals 62 k6 7^.2 22 35.5 13 21.0 21 33.9 

Source: Ibiapaba Middleman Project Survey. 
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unique structure and idiosyncratic patterns of buying and selling, 

experience in a given market provides substantial rewards. Conversely, 

the nature of a given wholesale structure does not encourage sellers to 

shift from market to market as price might indicate, but rather to con

centrate one's efforts on one market in order to eventually acquire its 

secrets. 

This constraint does not signify that middlemen do not change 

their outlets. On the contrary, more than 43? of the sample had 

experimented or operated in other urban markets, and had found motive 

to move: bad payment problems, untrustworthy buyers, and too much 

travel. These changes, however, had not been impulsive, but carefully 

weighed and evaluated in terms of potential trade-offs. The major 

deterrent to frequent change lies in the oft-expressed apprehension of 

middlemen to enter an urban market without the necessary knowledge of 

buyers and their particular buying customs. 

Summary 

Serra middlemen marketing in urban centers face the same prob

lems which afflict their suppliers. Having assumed ownership of the 

products they market, middlemen shoulder the risk of arriving in an 

urban market without a buyer. To counteract this possibility, marketers 

form steady relationships with urban buyers that entail a quid pro quo: 

middlemen gain in sale security but lose in bargaining power and in 

flexibility of buyer choice. The major source of variability in the 

employment of this strategy is the structure of specific urban markets. 

In Teresina, with a large number of buyers, middlemen tend to form 
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these relationships less frequently than they do in Fortaleza. Again, 

integrated urban wholesalers escape this problem through their particu

lar type of organization. 

Price Setting and Payment afc, Resale 

Serra middlemen well recognize the influence of supply varia

tion on the prices they receive in urban markets; they feel, however, 

that little can be done on their part to control it. When over-produc

tion occurs in the states of Sao Paulo or Pernambuco, the excess tends 

to drift north into the region supplied by Ibiapaba. Furthermore, 

Ceara, Piaui, and Maranhao all have competing production zones which, 

while insignificant in terms of total contribution, can introduce havoc 

into the market on a given day. Also, when the Serra enters a period 

of peak production, middlemen can not refuse to market a producer's 

crop, because of buyer-seller relationships and their inviolable 

commitments. In light of these facts, middlemen cannot easily affect 

the magnitude of supply reaching their markets. 

The Price-Setting Process 

The price setting process varies from market to market. The 

high buyer-seller proportion in Teresina provides the middlemen a 

bargaining position relatively equal to that of their retail buyers. 

Despite this favorable situation, middlemen tend to envisage the price-

setting process with the same passivity observed at farmgate levels in 

the Serra. They simply accept and comply with the preco .da dia. In this 

case, however, middleman perceptions of the process are not consistent 
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with their behavior, since closer observations belie any passivity in 

Teresina price-setting. These middlemen generally base initial selling 

prices on their estimates of the supply available in the CEASA (which 

everyone can see) and on the farmgate prices paid in the Serra. They 

first tend to test the market by setting the price artificially high in 

an attempt to catch eager buyers. As the morning advances, however, 

the price shifts to more realistic levels, usually downward. The large 

number of participants greatly reduces the chance of collusive price 

setting, and I sometimes witnessed Serra middlemen disgruntled over the 

price-cutting strategy of their colleagues. 

This situation changes abruptly in other markets. Under the 

unique pricing arrangements in Fortaleza, the middlemen weigh and 

deliver their respective products, linger around while the market day 

develops and wholesalers resell the merchandise, and only at the end of 

the feira receive their prices. What little bargaining does occur 

resembles pleading, since the product has already left CEASA in the 

hands of retailers. That Serra middlemen attribute a strong bargaining 

advantage to Fortaleza wholesalers appears justified. 

In Fortaleza, urban wholesalers control the price-setting pro

cess. Here vegetable marketing concentrates on one corner of the 

"pedra" and in the nearby "boxes". Drawing upon their market exper

tise, the wholesalers estimate the quantity of produce that enter the 

CEASA on a given day, and on this basis arrive at a tentative price for 

their retail customers. Informal discussions did reveal that, at the 

onset of activities, wholesalers share with one another their opinions 
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regarding market-clearing prices. Very seldom does a significant quan

tity of product remain for the following market day, a situation which 

wholesalers strive to avoid, since fruit quality and weight (and value) 

drop precipitously from one day to the next. 

Wholesalers operate at an average margin of 20J6 (except for the 

integrated wholesalers, who enjoy a wider margin), and my observations 

provide estimates which concur with that figure (see next chapter). 

Middlemen note wrily that a wholesale margin of one cruzeiro per kilo 

is "sacred", and that as the wholesale price to retailers increases, so 

does the absolute size of the one cruzeiro margin. Middlemen also 

complain that wholesalers set the prices of incoming product on a basis 

of the latest outgoing prices to retailers, which many times represents 

a level reduced to clear the market. The Serra intermediaries argue 

that while most of their merchandise is often sold at the previous 

higher levels, they receive prices calculated according to end-of-

market prices. To avoid this costly situation, the middlemen stay in 

the immediate vicinity of wholesale movement, regularly checking on the 

prices retailers are paying for their produce. 

In Sao Luis and Belem, middlemen may sell to either wholesale 

or retail buyers, causing great variation in the price-setting process. 

Middlemen from the Serra sell part of their load to large wholesalers 

and part to a larger number of retailers. An analysis of middleman 

attitudes reveal no clear pattern of bargaining advantage either for 

Serra middlemen or for urban buyers. Certainly , the option to seek 

another buyer remains the incoming middleman's ultimate alternative. 
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Nevertheless, the possession of a truckload of vegetables many kilo

meters from another market probably induces Sao Luis and Belem 

middlemen to accept proffered wholesale prices rather than sever market 

ties with wholesale buyers. 

Payment Arrangements 

Many middlemen face problems of payment default in several 

urban markets. Although most large wholesalers maintain large capital 

reserves, they finance their operation with the credit that Serra 

middlemen find themselves forced to provide. With the exception of the 

Fortaleza market, middlemen routinely receive their payment only after 

a stipulated period of time (usually one or two days). Again several 

types of payment arrangements occur. Survey results indicate that 

approximately 25? of the middleman sample receive cash payment (mostly 

from Fortaleza wholesalers); another 605& extend some form of credit; 

and the remainder take partial payment in cash and the rest at a pre

determined future date. All four of the urban markets tend to pay 

their suppliers only after product resale; but since the market day in 

Fortaleza terminates quickly, wholesalers settle their debts on the 

same day. Marketers to the Fortaleza market find this feature highly 

advantageous. 

The CE ASA's have no system of payment regulation. The arrange

ments made between middlemen and urban buyers receive no official 

endorsement nor does any official credit line facilitate the payment 

process. Consequently, there is no legal apparatus to make good the 
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informal IOU's that circulate on a given market day. Consequently, 

urban buyers are able to transfer the risks of marketing perishable 

products back upon the Serra middlemen, simply by forestalling the 

payment of merchandise until after it has been resold. With an unpre-

dicted drop in wholesale prices, urban buyers can renegotiate the 

acquisition price, and middlemen have no recourse but to accept. Thus 

middlemen are willing to sacrifice a certain amount of bargaining power 

in exchange for payment security, while wholesalers can secure their 

supply by offering at least a partial cash payment or by demonstrating 

a modicum of trustworthiness. 

The greater the incidence of informal credit arrangements, the 

more likely the occurrence of payment default. The percentage of Forta-

leza middlemen who had lost money over the year prior to the research 

period was well beneath the average for the entire sample (Table 2^4). 

The Teresina marketers suffer fewer average losses from payment 

default because of the small-scale nature of their enterprise, but the 

Sao Luis and Belem middlemen lost substantial quantities during the 

period researched. Also, large-volume middlemen, by virtue of his scale 

of operation and more sizable investments, appear more vulnerable to 

the unscrupulousness of urban buyers. Especially in Belem, the middle

men cultivate a particularly unsavory opinion of the wholesalers, many 

of whom are considered to be little better than thieves. To enter the 

Belem market "cold", i.e., without some previous arrangement, is 

thought by the Serra marketers to be an act of utter foolishness. 

It is true that wholesalers themselves have to finance a large 
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Table Payment default problem;:; .suffered by Ibdapaba middlemen 
according to nubpiroupn and urban markets. 

Middlemen11 (N) 

Middleman Lonnofj from TJort--payment 

Middlemen11 (N) 

Middlemen 
Who Suffered 

Payment Default 
(11) (row %) 

Average 
Amount Lost 
(1977-78) 
(Cr 5) 

Proportion of 
Working 
Capi tal 

(tf) 

I 2b IP. 72.0 **,178 5'+. 8 

II 10 6 6o.o 15,233 59.0 

mb 17 13 76.5 30,585 ^3.2 

Totals 52 37 71.2 10,850 ^5.0 

Fortaleza^ 12 7 58.3 10,3^3 20.1 

Teresina 29 20 69.0 5,6^5 ^O.^f 

Sao Luis 8 7 87.5 21,271 51.9 

Bel em 2 3 100.00 76,667 69.7 

Specialized 
8'f.2 Asseiviblers 9 7 77.8 3^,128 8'f.2 

Source: Ibiapaba Middleman Project Survey. 

(a) Does not include specialised rural assemblers. 
(b) 3Joes not include integrated urban wholesaler. 
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part of the retail market. The generally undercapitalized retailers in 

urban markets settle accounts on purchases of a previous week while 

restocking their current needs. Thus despite the large volume of out

standing credit, wholesalers nonetheless receive a steady flow of 

income. Following this reasoning, the line of informal credit extended 

by Serra suppliers does not necessarily reflect the wholesalers' need 

for capital, but an anti-risk strategy against both the unpredictable 

behavior of volatile prices and a highly variable demand. 

Summary 

Price-setting and payment behaviors do not so much reveal 

intrasample patterns as they do a variation between alternative urban 

markets. In all markets, middlemen from the Serra (with the exception 

of the integrated wholesalers) confront situations of relative 

disadvantage, if not in the price bargaining process then certainly in 

payment arrangements. With the general exception of experience and 

entrepreneurial ability, no set of strategies can successfully counter

vail these problems. As a result, the inability of the Serra 

intermediaries to improve their position at the resale end of the 

market chain undoubtedly serves as a stimulus to sharpen strategies 

back at the supply side in their relationships with Ibiapaba producers 

and assemblers. Accordingly, the major recourse open to these middlemen 

entails the transfer of their losses back through the chain to the 

Serra, by purchasing their product on credit or by establishing prices 

only after resale. The high losses of Guaraciaba assemblers from 

payment default (Cr$ 35,000 over the last year) clearly exemplify this 
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tendency to pass on payment problems. 

Price Variation 

The interaction of buyers and sellers in the market occurs 

within a context of both regular and irregular price variation. The 

more unpatterned price variation derives from the fact that, like other 

highly perishable products, vegetables cannot be stored in a tropical 

climate without an artificial cooling system. Although the demand for 

a given commodity may fluctuate with a certain periodicity, the coordi

nation and scheduling of three thousand suppliers—especially against a 

backdrop of climatic variation—evades the realm of possibility. 

Moreover, the Ibiapaba supply region participates in a nation-wide 

system of food production, and changes in the Sao Paulo or Pernambuco 

production zones ultimately affect prices in Fortaleza and the other 

markets. 

The more predictable patterns of price variation result from 

the effects of climate upon supply. Distinct and extreme conditions of 

wet and dry define winter and summer and engender strong variations in 

production (I refer here to the original 1978 study by Weber, et al.) 

Not only does price respond to the differences in quantity, but the 

Weber study further Identifies longer trends in the tomato market of 

Ibiapaba. Interestingly, annual increases have occurred in both win

ter and summer production, so that relative seasonal volumes have 

remained constant. What these results mean in terms of producer 

response to the risks of price variation will be discussed shortly. 
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The Inability to set aside buffer stocks as regulatory mechan

isms attenuates efforts to control price instability. The more cyclical 

and regular variations of price related to seasonal differences in 

production might potentially flatten out with advances in technology 

and an intensive program of farmer education. The intraseasonal oscil

lations of supply, a consequence of marketing and production dynamics, 

hold less promise for stabilization. The short growing season for 

vegetables permits relatively rapid responses to price information, and 

farmers do so respond. Unfortunately, the highly variable price stimuli 

often provide misleading information to producers who react £n masse to 

expected high levels only to experience a distressingly negative situa

tion. Hence, the farmer cannot make secure production decisions on the 

basis of present price levels, and the inability to interpret price 

signals accurately generates even further instability. 

Both farmers and middlemen complain of the potentially perni

cious effects of price variation upon their respective enterprises. 

The producers state that they can not even remotely forecast the prices 

their products will receive when production decisions are taken. In 

fact, more than 85? of the sample could not predict the prices that 

their crop would bring from one picking to the next, a period of only 

one week! For the middleman sample, price variation represents a more 

ambiguous phenomenon. For example, all of the specialized rural assem

blers know beforehand the approximate prices they will receive, because 

of their prior communication with buyers. On the other hand, most 

middlemen who travel to the urban markets dismiss having any idea what 
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prices the next market day will bring. Only among the large-volume 

intermediaries does a significant proportion (28?) have any prior 

knowledge of prices. With the exception of SUBGROUP II, more than half 

of sample olaim to have lost money (due to price variation) during the 

last year more times than unexpectedly large profits were obtained. 

Middleman Strategies 

The principal concern of market middlemen lies not as much in 

the season variation of prices as in the day-to-day oscillations that 

affect the destiny of their market enterprises. The disadvantage, 

then, of the monthly averaging of prices is that much of the price 

variation crucial to the market decisions of middlemen disappears. By 

analyzing the short-term, even daily variations of price, a complemen

tary picture of the situations facing buyers and sellers (as well as 

their behavioral reactions to these situations) begins to emerge. In 

essence, daily and weekly price changes comprise the base upon which 

marketing strategies are formulated. 

During the course of the research, I felt increasingly uneasy 

about middleman attitudes toward price variation. An overwhelming con

sensus (without subgroup differences) condemns excessive price 

variation as a disadvantage: at best, one earns irregular profits and, 

at worst, one endangers the vital fund of working capital. Yet, my 

observations consistently suggested that price variation can also bene

fit the middleman enterprise, especially in those parts of the Serra 

where competitive forces have less influence. Being close to the urban 

market, middlemen can manipulate the magnitude of price variation to 
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transfer the full effect of unfavorable changes back to the Serra, 

while preventing the full transfer of upward price movements. For 

example, a Fortaleza middleman might encounter an unexpectedly five 

cruzeiro increase in wholesale prices on a given market day. But by 

carefully guarding this information from producers, the increase at 

farm level might be only two cruzeiros. 

The hypothesis that middlemen could indeed work price variation 

to their advantage was tested with daily price data from the Serra and 

from the wholesale markets. Simply, when the wholesale price in, say, 

Fortaleza increased substantially, an increase of a less magnitude 

would be expected in the Serra, in order for the hypothesis to be 

upheld. On the other hand, a decline in wholesale prices should be 

reflected almost immediately back at the farm level. 

Unfortunately, many difficulties were encountered in gathering 

the necessary daily prices at farm level, since the Market Information 

Service (SIMA) did not routinely publish daily prices to producers. I 

requested local extension agents in the Serra to cooperate in this 

regard, but with less than satisfactory results. Frequently, prices on 

a given day would not be collected, a list of the month's prices lost, 

or classification differences would be ignored. For purposes of monthly 

averaging, these lacunae do not constitute a major problem; however, 

for a more micro-analysis, the missing data can seriously detract from 

the overall effectiveness of the results. This methodological caveat 

notwithstanding, an analysis of prices from the urban markets and the 

two primary producing areas of the Serra (Guaraclaba and MEPRO) do 
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reveal occasions when middlemen delay the effect of sharp wholesale 

increases upon the farmgate levels, but accelerate the arrival of bad 

market news (see Appendix B). 

In Fortaleza, increases of more than two cruzeiros at the 

wholesale level (a substantial increase regardless of the level of 

prices) occurred on nine market trips over the twelve months considered 

here. Not once was a similar increase recorded for the Tiangua (or 

Guaraciaba) farmers. I reiterate that this strategy may indeed be more 

of a defense mechanism than an instrument of exploitation, because 

middlemen readily recognize the tendency of the Tuesday market to 

decline, and partially conceal Friday increases to accommodate that 

fact. But even this example does corroborate the hypothesis that 

middlemen are much more comfortable with price variation than the 

farmer. For certain there are formidable risks arising from the possi

bility of price declines; however, the ability of experienced middlemen 

to predict changes and to "feel" the dynamics of price movement is 

simply astounding. 

A comparison of Guaraciaba farmgate and Sao Luis wholesale 

prices demonstrates even more vividly the slow farmgate response to 

changes in the wholesale market. In this case, the producer is separa

ted from the wholesale market by two structural links: the specialized 

rural assembler and the Sao Luis middleman. At times it appears that 

the Guaraciaba price fails to react at all to Increases in the Sao Luis 

market, and again the principal explication points to a middleman 

strategy of disguising price variation. I had little access to the 
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price formation process between Guaraciaba assemblers and their custo

mers to Sao Luis; however, while bargaining with producers, the 

assemblers would lament the poor behavior of the Fortaleza market, even 

though the product under negotiation was destined to Sao Luis or Belem. 

In this way the Fortaleza market acts as a touchstone of the health of 

all the markets, a fact which might isolate the effectiveness of price 

increases elsewhere. 

Several other techniques were employed to consider various 

dimensions of the variation of prices and to test hypotheses suggested 

by the behavior of market participants. A data set covering approxi

mately one year (August 1978 to August 1979) and containing the fewest 

number of missing observations was broken down into its seasonal compo

nents (summer: August 1978 to February 1979 and winter: February 1979 

to August 1979). A coefficient of variation was calculated for each 

price level at each market. Since the standard deviation, the common 

measure of variation, can only be accurately interpreted by reference 

to the mean, the ratio of the two (the standard deviation divided by 

the mean) provides a measure of the relative deviation of a set of 

prices from its mean. When the ratios are multiplied by 100, a percen

tage index is created which permits a comparison of the relative 

variation between different price sets (Table 25). 

This analysis reveal that the amount of price variation remains 

low during the peak summer season but increases during the winter scar

city. The consistent surfeit of product during the summer harvest 

keeps price low and, in a sense, reduces the middleman's room for 
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Table 25- Price variation in the Ibiapaba farmgate and regional 
wholesale markets. 

Price Variation Indicators 
Summer Winter 

(Aug 1978 - Feb 1979) (Feb 1979 - Aug 1979) 

Price Levels 

Price 
Average 
(Cr S) 

Coefficient 
of Variation 

Price 
Average3 

(Cr S) 

Coefficient 
of Variation 

Farmgate 
(Mepro)b 

4.02 
(N=31) 

22.6 6.19 
(N»32) 

33.0 

Farmgate 
(Guaraciaba 
do Norte) 

3.27 
(N=79) 

23.2 5.38 
(N=8O) 

19.5 

Wholesale 
(Fortaleza) 

5.13 
(N=99) 

21.1 fi.31 
(N=120) 

33.1 

Wholesale 
(Teresina) 

5.71 
(N=99) 

19.9 10.38 
(N=ll6) 

23.7 

Wholesale 
(Sao Luis) 

6.40 
(N=99) 

16.5 10.23 
(N=120) 

29.3 

Sources: SIMA (Servico Nacional de Informacao de Mercado Arricola); 
Ibiapaba Middleman Project . 

(a) Based upon per kilo price of first class tomatoes. 
(b) Includes Tuesday and Friday markets only. 
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maneuverability. Nevertheless, as the price levels increase in the 

winter and the supply becomes less steady, price variation becomes more 

acute. The significant exception to this pattern comes from the farm-

gate prices in Guaraciaba, where price variability actually drops 

during the times of scarcity. It would thus appear that the Guaraciaba 

prices do not respond to the changes in the wholesale market when 

wholesale prices are high. At the producer level, the average weekly 

change in prices differed greatly between the MEPRO (75 centavos per 

kilo of tomatoes) and Guaraciaba (39 centavos per kilo). These figures 

represent a 14? and 9% weekly deviation from the price averages, and 

constitute an important difference in producer income (Table 25). In 

neither municipio does the farmgate price remain stable for more than 

two weeks. From several dimensions, therefore, daily price variation 

in Guaraciaba is less than that which occurs in Tiangua and in the 

urban markets. I interpret this difference to reflect a relative 

disadvantage for Guaraciaba farmers, since the price levels appear to 

stabilize at lower levels than the average farmgate prices elsewhere. 

Producer Strategies 

Producers employ several strategies to counteract the dangers 

of price variation. Clearly, the majority of the farmer sample under

stand the underlying sources of price variation. Nearly 60% accused 

the irregular supply of the Serra as the principal culprit behind the 

variable price structure, and another 20$ placed the blame on the 

ruthlessness of the buyers. More than half of the sample felt that 
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nothing could be done to ameliorate the problem. 

Producer attitudes to the contrary, observations of producer 

behavior do reveal at least three strategies designed to orient produc

tion decisions within a framework of price variability. The most 

common defense tactic centers on the year-round planting of vegetables, 

so that periods of low prices are compensated by like periods of high 

prices. If indeed a producer had maintained an equal number of plants 

throughout the time span considered here, this strategy would have been 

financially rewarded, since the average farmgate price actually sur

passed the producers' declared breakeven point (assuming a relatively 

equal level of productivity throughout the year). 

A second strategy Identified by the producers entails the 

organization of a planting schedule designed to catch the market at 

periods of high prices. Although most producers do not consciously 

articulate their planting behaviors as explicit strategies against the 

risk of price instability, almost 70$ of the sample did in fact follow 

rough indicators in making planting decisions. Many producers base 

their planting schedules on the comportment of price levels in past 

years; that is, when January or February has consistently maintained 

good prices, the producer calculates a planting date so that the har

vest coincides with these months. An even larger proportion of the 

sample use more immediate information to calculate planting times: they 

either estimate their neighbors* planting behavior, or they base their 

decision on current price levels. "Plant when the price is low and 

you'll catch a good price" was an oft-repeated dictum. In reality, 
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farmers respond to price information in a reverse manner. Aware of 

such sharp variations, many farmers come to expect a significant change 

from present conditions until the time of harvest three months hence. 

Many farmers plant at least one garden in the summer season and 

one during the rainy season. Since the technological problems of 

winter planting introduce an element of risk into the production enter

prise, farmers attempt to "cheat" the advent of the rains by planning 

their harvests to occur at the interstices of the seasons. At these 

times, overall supply tends to decrease, yet the dangers of winter 

production do not yet reach their full effect. As increasing numbers 

of farmers adopt this strategy, the supply of product into the winter 

months grows substantially. 

Each of strategies described above contributes to the rise of 

winter tomato production in the Serra. As farmers become more experi

enced and knowledgeable of the patterns of price variation, they seek 

not only the technological but also the organizational answers to their 

production and marketing problems. This trend should begin to reduce 

the magnitude of the seasonal variations in price. 

Finally, some producers turn to crop diversification as a stra

tegy against the risks of price variation. Although employed in a minor 

way (only 856 of the sample), this strategy could prove to be the most 

effective over the long-run, not only as an indirect means of reducing 

peak harvest tomato production, but also because of the potential which 

such an expanded market holds. Currently, Northeast Brazilians have a 

very low per capita consumption of any vegetable other than tomatoes, 
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carrots, onion, and green peppers, due partially to an irregular sup

ply. Since many of these crops do not suffer the technological 

problems that winter tomatoes do, the development of these alternatives 

could be especially felicitous for Serra producers and middlemen. 

Conclusions: .Risks. M Marketing 

Both anthropologists and economists have addressed the problem 

of risk among peasant producers (e.g., Moscardi and deJanvry, 1977; 

Wharton, in Dalton, 1971; Johnson, 1972; Ortiz, 1973; inter alia). As 

principal articulators of the problem, these scholars seek to under

stand peasant economic behavior in terms of their aversion to and 

avoidance of risks. Ibiapaba farmers and middlemen have built their 

enterprises upon foundations of uncertainty and risk. Because poten

tial returns so significantly exceed other subsistence alternatives, 

participants in the market accept and work with the skein of intrinsic 

risks. The strategies described in this chapter must be seen in this 

light, as attempts to countervail the potential hazards of producing 

and marketing highly perishable vegetables. 

The producer of commercial vegetables in the Serra da Ibiapaba 

faces a highly variable price for his product. This instability injects 

an uncertainty into his income expectations, while the costs of pro

duction rise relentlessly. Furthermore, production risks occur during 

the rainy season, when the risks associated with price fluctuation are 

diminished. The heavy winter rains bring disease, wash away the pre

ventive insecticides and fungicides, and increase the likelihood of 
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fruit damage and nutrient unbalance. 

In past years, many farmers reacted to the problems of winter 

production by planting only once a year during the more controllable 

summer season. This reduction in production risks, however, only 

aggravated the already marked seasonal differences in price. In con

trast to earlier days of the "tomato fever" ("febre de tomate"), when 

vegetable farming was considered a type of get-rich scheme, farmers 

have now come to realize that longer range planning and organization 

provide the only possible defense against risks of production and sale. 

They have begun to 3how signs of experimentation meant to alleviate 

sudden drops in price (and income) by using different kinds of informa

tion to determine the most appropriate planting time and trying 

different varieties on different soils. These ad hoc efforts may lead 

to genuine discoveries, such as a more appropriate winter production 

technology. Other attempts, however, meant to short-circuit rising 

costs, may incur very negative results. Reducing the recommended 

fertilizer levels, indiscriminant use of insecticides, and the 

reorganization of production relations which turns sharecroppers into 

salaried labor may spell the eventual demise of vegetable production as 

a small-farm alternative in Ibiapaba. The strategies which eventually 

are adopted will be profoundly Influenced not only by their relative 

successes, but also by public policy and leadership in this sector. 

In any case, Ibiapaba producers must eventually acquire an 

enhanced professionalism as vegetable farmers. Marketing advantages 

will benefit those farmers with a reputation as regular suppliers of 
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high quality fruits. As middlemen gain experience, they come to know 

the farmers in their area and to categorize them according to some 

implicit criterion of "production ability". The regular suppliers find 

buyers at their gates more frequently than do the sporadic producers. 

Consequently, the farmer cannot choose to avoid risk entirely; his 

production endeavor is fraught with risk factors. Rather, he must 

avail himself of the maximum of market and production information and 

seek constantly to improve the organization of his marketing and pro

duction activities. 

The middleman also suffers several types or risk. Those uncer

tainties associated with price variation can place a heavy strain upon 

the marketers reserve of working capital. However, other risks pose no 

less of a danger: inability to procure a regular supply, the loss of 

customers, payment default, and failure to arrive at the market in 

time. Also of no little concern is the possibility of a serious truck 

accident due to the necessity of night travel over often precarious 

roads. In fact, serious truck accidents do occur with an alarming 

frequency, and even when the physical damage to the middleman is 

slight, the loss of an uninsured cargo can destroy the viability of the 

enterprise. 

Middleman response to these risks varies according to the scale 

and size of the enterprise. The larger middleman, by virtue of a 

superior reserve of capital, can better absorb temporary setbacks and 

has a wider range of solutions to market problems. The smaller middle

man has fewer organizational alternatives. The fluctuation of market 
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prices inspires many small-volume middlemen to market a variety of 

vegetables, based upon the empirical observation that different pro

duct prices do not usually vary together. This scheme works better in 

Teresina and Sao Luis where buyer specialization is not so prevalent 

and one customer can purchase from among all the products offered. In 

Fortaleza and Belem, however, a variety of merchandise requires several 

buyers and the establishment of trust dyads with each. In these 

instances the risk of dealing with more than a few buyers compromises 

the original attempt to minimize price risks. 

The major characteristic of the anti-risk strategies developed 

by middlemen involves the transfer of risks back along the market chain 

to either assemblers or producers. Where middlemen are able to pur

chase product on credit without giving a price beforehand, they find 

themselves in a favorable position to pass along any unforeseen prob

lems. And these strategies appear most frequently where middlemen 

maintain strong ties with producers or assemblers. 

In sum, all of the strategies considered here should be inter

preted as risk-minimizers, as organizational attempts to inject a bit 

of stability into a situation of great complexity and uncertainty. In 

many respects, the distinction SUBGROUPS I and III has sufficed to 

demonstrate the different bohavioral responses to risk-related prob

lems. For other features of the system, the varying conditions of the 

different urban markets has led to distinct anti-risk strategies. 

Large middlemen do seem to enjoy a distinct advantage in that even in a 

high critical situation, they can employ their large stock of capital 
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to avoid shocks which would compromise their respective firms. This 

recourse is not open to small-volume middlemen, who thus must rely more 

heavily upon human resources, traditional relationships, and personal 

virtues of self-control and thrift. 

The co-existence of these strategies within the same system 

holds critical implications for the long run dynamics of the Ibiapaba 

market. Until now different strategies have been described and ana

lyzed in terms of their effects on the individuals who develop them. 

Yet, once an organizational structure has emerged, the system itself is 

altered, and the effects of individual strategizing accrue to the level 

of the market system. Will the competition between market strategies 

eliminate certain structural arrangements from the market? Doss the 

small marketer face eventual extinction? How can the individual strate

gies be analyzed in terms of market performance? Without forgetting 

that the source of behavioral variability lies within the individual 

participants who struggle with daily market problems, the analysis now 

shifts its focus to the questions regarding the system-level conse

quences of individual marketing behaviors. 



MARKET SYSTEM PERFORMANCE: EFFICIENCY AND EQUITY 

The Interaction of individual market strategies ultimately 

shapes the performance of the market system as a whole. A market can 

be 3aid to "produce" an output: goods flow in varied proportions to 

alternative market outlets, market services are provided at specific 

costs, returns to market enterprises are distributed among various 

participants in the system, farmers receive the information necessary 

to formulate planting decisions, and consumers satisfy their alimentary 

needs. Although all regional markets must by definition attend to 

these output dimensions, the particular market outcome associated with 

each dimension may vary significantly from one market to another. I 

will refer to these output dimensions as performance criteria and to 

the actual outcomes within each criterion as performance levels. 

Market Performancet M Introduction 

Within the tradition of market studies, economists use "market 

performance" to describe and evaluate the output of a given market 

system. Bain (1968) originally formulated the concept as part of his 

structure-conduct-performance model of market organization, in which 

market performance described the consequences of specific market beha

vior and policies. To adequately evaluate "performance", Bain 

suggested such criteria as (1) the price of a product relative to its 

cost; (2) the size of production; (3) the quality of the product; and 

(1) the flexibility of the industry in adjusting to changes in demand 

226 
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(1968:11). Over the last twenty years, however, serious operational 

and methodological difficulties have arisen and remain unresolved. 

Part of the problem involves the market's position within an economic 

system. The consequences of a set of market strategies reverberate 

throughout not only the market system, but also a larger economic 

context, which makes the task of systematically measuring and inter

relating each of the performance criteria enormously difficult. 

A further problem involves the unavoidable tendency to imbue 

the concept of performance with judgmental and normative connotations. 

The various dimensions of market output assume values in an inter

related fashion; that is, the value of one performance criterion may 

imply a specific value for another. Moreover, given a specific norma

tive position, the performance levels of different criteria may in fact 

conflict. Jesse's (1978) diagnosis of the conceptual ailments of market 

effectiveness suggests the adoption of a "bill of rights" which out

lines a set of norms against which performance levels can be compared. 

But even to accept this argument does not resolve a related question of 

priorities. 

Performance criteria themselves require a priority ordering 

that best suits the particular characteristics of the economic system 

as a whole. Especially in peasant economies, where the socio-economic 

environment holds scarce opportunities for its members and rigid class 

structures control the distribution of benefits, the consequences of 

market behavioral strategies must be weighed in terms of how they 

affect not only the market system but the total economic system, too. 
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The desirability of adapting performance criteria to specific 

markets within specific economic systems readily applies to the Serra 

da Ibiapaba. Here, as in other peasant societies, the lack of oppor

tunity, the scale of production, and the availability of resources 

should influence the ordering of performance criteria and the fixing of 

acceptable values. In general, two broad categories of performance 

criteria assume a high level of importance in the Ibiapaba market: 

efficiency and the equity of distribution. The efficient market pro

vides the widest possible range of market services at the lowest 

possible cost. But, peasant markets (and Ibiapaba is no exception) 

often suffer the reputation of inefficiency, first because of the high 

assembly costs, post-harvest losses, and poor Infrastructure, and, 

second, because of exploitively high market revenues for middlemen. 

The efficiency of the regional market can also be evaluated in 

terms of the responsiveness of the middlemen to price signals in the 

alternative markets. The efficient market allocates product among 

these urban outlets so that the demand signals of consumers are coordi

nated with the supply potential of producers. Thus, price differences 

from one urban market to another (e.g., Fortaleza to Teresina) reflect 

only the costs of transportation in an efficient system. Interestingly, 

this performance indicator more than any other has attracted the atten

tion of economists and anthropologists alike, although their measuring 

sticks differ considerably (cf. Smith, in Halperin and Dow, 1977; 

Jones, 1972; Lele, 1971)-

The distributional equity of market revenues warrants a concern 
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tantamount to that economic and allocative efficiency. Previous discus

sions of vertical and horizontal market relationships have identified 

various aspects of distributional fairness, including the proportional 

shares of productive value between producer and marketer, the share of 

product revenues among producers, and the share of market revenues 

among the several categories of middlemen. With regard to the pro

ducer, ideal market performance would assure the small Ibiapaba farmer 

an adequate remuneration for his effort and sizable investments. 

FormanTs (1975) prediction that the dynamics of rural marketing spells 

the inevitable demise of the small producer—sacrificed in the name of 

increased efficiency—underpins the concern for distributional criteria 

in this particular region. 

Empirical variations in middleman access to resources and in 

middleman market strategies raise the expectation that success will 

endow individual market firms differentially. This possibility has 

serious implications for both the market system and the economy of the 

Serra. Where middlemen compete for product share and resources, the 

long run dynamics of the market may tend to favor one type of enter

prise while others are supplanted. Against a backdrop of high 

unemployment and underemployment in the Serra, the elimination of the 

smaller, less efficient firms may worsen rather than alleviate salient 

socio-economic problems. 

The difficulty of effecting an ideal marriage between levels of 

efficiency and distributional criteria is surpassed only by the desira

bility of doing so. It should be readily apparent that the most 
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efficient market does not, of neccessity, produce optimal distribu

tional effects. In the absence of more creative solutions, the two 

sets of criteria must seek a level of trade-off that minimizes the 

negative consequences upon the economy as a whole. Furthermore, the 

constant reformulation of individual market strategies entails changes 

in performance values. Thus a dynamic perspective must ask not only 

how well a market performs now, but, given a specific set of market 

behaviors, how it will perform over the long run. 

With efficiency and distributional equity lies another little-

attended criterion of market performance: trust. Under ideal circum

stances, participants to the market meet untrammeled by the suspicion 

that one might fall victim to another's dishonesty. In an ideal situa

tion, buying and selling occur on the basis of description rather than 

inspection, reweighing and recounting become unnecessary, and credit 

channels flow more freely. In an atmosphere of distrust, however, the 

market process slows down, becomes less flexible and more costly. The 

strategies employed by marketers may feed upon and refuel this distrust 

with consequences that accrue at the level of the system. 

Finally, the ability of the market to grow and to improve its 

level of technology holds serious implications for the future of the 

system. A market must ultimately be progressive, responding to 

increases in population (and demand) and seeking alternative ways to 

serve both producer and consumer. Of course, technological progressive-

ness is closely related to economic efficiency, since profit-seeking 

middlemen provide the dynamic force to technical experimentation. 
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This chapter, therefore, attempts to assess the system per

formance of the Ibiapaba market. With the principal objective to 

conform to the socio-economic portrait of the Serra da Ibiapaba already 

presented, the performance of the Ibiapaba market will be evaluated on 

the basis of the following criteria: 

1. Economic efficiency of the market system as interpreted from the 

marketing margins and the cost budgets of the different subgroups of 

middlemen; 

2. Efficiency of product allocation among the urban markets supplied by 

the Serra; 

3. Horizontal distribution of product value between farmers as a class 

and between the different subgroups of middlemen; 

4. Vertical distribution of product value between the farmer and the 

middleman in the market transaction; 

5. Progressiveness of the system, i.e., the capacity of the market to 

develop technical and organizational responses to market problems. 

6. Degree of trust in market relationships. 

The consideration of these performance criteria necessarily 

lead to the issue of competition in the Ibiapaba market. As a prefatory 

comment, this chapter challenges the commonly-accepted paradigm that 

associates types of market structure with different levels of competi

tion, thus dictating direct causal chain from structure to conduct to 

performance. Under Bain's initial inspiration, competition has emerged 

as a qualitative criterion of market structure, as assessed by firm 

concentration in a given market and by the ease or difficulty of entry. 
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From this basic relationship follows the broad classification of market 

structures into competitive, monopolistic (monopsonistic), and oligopo

listic (oligopsonistic). Each type of market requires modifications in 

the theory of firm behavior. 

I argue that firm concentration does not necessarily entail a 

given level of competition. A small number of large firms may vie 

actively for customers at both the supply and the demand sides. On the 

other hand, a large number of intermediaries does not preclude, ex 

ante, the possibility of imperfect competition. The distorting 

variable, in my view, involves the set of market strategies by which 

middlemen seek their individual success, but which carry important 

consequences for the level of competition. Thus, this chapter con

cludes with a discussion to the nature of competition in the Ibiapaba 

market at both the producer and wholesale levels. 

Market Margins 

An analysis of market margins represents a logical point of 

departure for assessing the economic efficiency of a market system. A 

market margin defines the difference between the acquisition price and 

the selling price for a product at each transaction of the market chain 

(here I follow Dahl and Hammond, 1977, Chapter Seven). A margin in

cludes the costs and returns of intermediaries at each market level and 

thus reflects a charge for market services. The overall difference in 

price between the price paid by consumers and the price paid to farmers 

represents the total marketing bill per unit of a given product. 
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Market margins can be expressed either in terms of a constant 

monetary figure or as a percentage increase over acquisition price. 

Whether a marketing agent adopts a constant or percentage margin 

depends on his relative terms of trade with buyers and sellers and on 

his organizational strategies. The proportion of costs to returns 

reflected in the margin may vary according to the type of middleman 

enterprise and to a cost structure that increases of decreases with 

size of volume marketed. Thus, high market margins per 3e do not con

demn middleman behavior as exploitive. In fact, high margins may 

coexist with low returns, if market costs are excessive. 

The four functional types of middlemen identified in the Serra 

da Ibiapaba operate at three levels of the market system: rural assem

bly, transport, urban wholesale. At each nodule of the market channel, 

the intermediary exacts a portion of the marketing bill. The analysis 

here treats each margin separately: that of the specialized rural 

assembler, of the transporting middleman (specialized and generalized), 

of the urban wholesaler (both integrated and not). The usefulness of 

this analysis stems from its ability to calculate the proportion of 

product value paid for market services, thus providing a partial 

measure of the, system's economic efficiency. Furthermore, the inter

pretation of market margins also casts light upon the distribution of 

market revenues and indicates relative levels of competition throughout 

the marketing chain. 

Usually, monthly price averages provide the primary data for 

market margin estimates. But this process of aggregation tends to 
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camouflage crucial micro-variations of price which influence middleman 

responses. Distinctions between types of middlemen and dynamic short-

run differences do not emerge, often restricting the analysis to 

overall estimates of the participation of each market level (wholesale, 

retail, etc.) in the total marketing bill (see Weber, et al., 1978; 

COBAL, 1979). 

My observations of the market process repeatedly led to the 

conclusion that the market margins vary dynamically over the short-run. 

Individual middlemen understand well the vagaries of price behavior and 

use their knowledge to take full advantage of potentially beneficial 

situations. Accordingly, the margin analysis employed here attempts to 

provide as detailed and dynamic a picture of market margins as 

possible. 

Again, the price data used to estimate market margins were 

collected from several sources and cover a period of about one year 

(from August 1978 to August 1979)- Farmgate prices were gathered from 

both the MEPRO in Tiangua and from middlemen in Fortaleza. Wholesale 

price data were collected from the SIMA daily bulletins. While the 

differences between the farmgate and wholesale prices constitute the 

most common measure of the wholesale marketing bill, in reality this 

figure can include three separate market transactions (e.g., assembler-

middleman, middleman-wholesaler, and wholesaler-retailer), each with 

its respective margin. Consequently, the breakdown of the gross 

wholesale margin into its component parts required not only price data 

but also survey information and close observation of the market pro
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cess. The retail marketing bill was beyond the scope of this work. 

Market Margins for Specialized Rural Assemblers 

Specialized rural assemblers buy their product directly from 

farmers and prepare it for resale to middlemen destined primarily to 

Sao Luis or Belem. Since no price information is published for this 

level of market transaction, the margin analysis depends entirely on 

information provided by the assemblers themselves. With a great show 

of consistency, the assemblers asserted their share of the market bill 

to be fifty centavos, i.e., a constant monetary margin. In general, my 

observations concurred with survey responses. However, as mentioned 

previously, the secrecy surrounding the assemblers' resale price does 

create occasional opportunities for larger margins. Also, I did 

observe a tendency in some large assemblers to increase margins as 

farmgate prices reach unusually high levels. Most assemblers, logi

cally, prefer a low farmgate price because they can purchase more kilos 

of product with respective volumes of working capital. 

Market Margins for Urban Wholesalers 

Urban wholesalers operate on the basis of a percentage margin. 

As the wholesale price increased, the wholesale agent retains a larger 

absolute margin for his services. During a year and a half of close 

observation of the Fortaleza market, I never saw wholesalers receive 

less than one cruzeiro per kilo, although one individual asserted that 

during peak harvest, his margin might drop to eighty centavos. By 

comparing the daily differences between published wholesale prices 
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Fortaleza Wholesale Market Margins 
Price Paid 

to Wholesalers 
at CEASA 

(Cr 3) 

Price Paid 
to Ibiapaba 
Middlemen 

(Cr S) 

Wholesalers' 
Absolute 
Margin 

(Cr 3) 

Margin as 
Percentage 
of Wholesale 

Price 
<#) 

3.00 2.50 0.50 16.7 

3.50 2.50 1.00 28.6 

4.00 3.00 1.00 25.0 

5.00 4.00 1.00 20.0 

6.00 5.00 1.00 16.7 

7.00 5.50 1.50 21.4 

8.00 6.50 1.50 18.8 

9.00 7.00 2.00 22.2 

10.00 8.00 2.00 20.0 

11.00 9.00 2.00 16.7 

12.00 10.00 2.00 15.4 

13.00 11.00 2.00 17.9 

1̂ . 00 11.50 2.50 20.0 

15.00 12.00 3.00 18.8 

16.00 13.00 3.00 

Average Margin = 19.7 

Source: Survey of Fortaleza wholesale prices. 
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(paid by retailers) and the prices which the Serra middlemen admitted 

to receiving (from wholesalers), I was able to calculate an average 

margin of 20 percent (see Table 26), a figure confirmed by the whole

salers themselves. Since I was not able to personally ascertain the 

wholesalers' margins for Sao Luis and Belem, a twenty percent margin 

was also assumed for these markets. Of course the Integrated urban 

wholesalers in Fortaleza receive a larger margin (wholesale price minus 

the farmgate price) because of the absence of the intervening middle

man. Their case is treated in the next section. 

Market Margins for Serra Middlemen 

Each urban market has a different margin which reflects the 

varying distances and the distinct structure of the market channels to 

each. Estimation of the margins for these intermediaries requires a 

downward adjustment of the published wholesale prices (what the whole

saler receives from the retailer). Only in Teresina and to some extent 

in Sao Luis do middlemen actually receive prices published in the SIMA 

bulletins. Hence, the adjustments are represented in the following 

formulas: 

(1) Fortaleza: Margin = Pw(.80) - Pf 

(2) Sao Luis: Margin = Px(.80) - (Pf + .50) 

(3) Belem: Margin = Pw(.80) - (Pf + .50) 

(4) Teresina^ Margin = Pw - Pf 

(5) Teresina2: Margin = Pw(.80) - Pf 

where: Pw = published wholesale price to retailers 
and Pf r farmgate prices collected in Ibiapaba 
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In these formulas, the constant (.80) reflects the adjustment to 

the 20? margin retained by the urban wholesalers. The addition of 

fifty centavos to the farmgate price for the Sao Luis and Belem margins 

adjusts (to the farmgate price) for margins retained by specialized 

rural assemblers. In the Teresina market, the Serra middlemen tend to 

sell the majority of their product directly to retailers, but often 

channel the unsold volume off to CEASA "wholesalers" at a price about 

20% below what they would have obtained from the retailers. A constant 

source of confusion resulted from the fact that SIMA functionaries who 

gathered the price data never really distinguished between these dis

tinct levels. I have included both alternative margins to provide high 

and low sensitivity limits. 

When calculating these margins, an attempt was made to approxi

mate the actual spatial-temporal flow of product. Tomatoes were 

selected as the crop because of their predominance in the Serra. Farm-

gate prices from the MEPRO are used in Tuesday and Friday margins for 

the markets of Fortaleza and Teresina; those from Guaraciaba are used 

in Monday and Thursday margins for Fortaleza and the urban whole

salers margin is eliminated, since integrated urban wholesalers 

dominate the market on these days. Guaraciaba prices also entered into 

the Sao Luis and Belem margin estimates, every weekday market being 

included. 

The middleman survey also elicited a stated minimum margin for 

each urban market. This minimum approximates the economic notion of a 

"breakeven point", that is, the per kilo difference needed to cover 
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total costs so that the firmfs precious volume of working capital is 

not endangered. These margins are compared with those estimated from 

the price data (Table 27). 

The margin analysis saliently underscores the extreme variabil

ity of income for traveling intermediaries. In contrast to the 

relatively stable margins of assemblers and wholesalers, the widely 

oscillating margins of middlemen serving urban markets demonstrate the 

necessity of combining business acumen with good fortune to achieve 

success within a context of wide price variation. 

A close perusal of the estimated margins throws doubt upon 

either the efficiency of the Ibiapaba market system or the validity of 

published wholesale prices. Even without reference to the costs of 

marketing, the wide differences between Fortaleza^ and Teresina.] esti

mates appear inaccurate to an extreme. Since Fortaleza and Teresina 

are approximately equidistant from the Serra municipio of Tiangua, 

respective transportation costs per se do not differ significantly. The 

value-added ICM tax exacted from marketers to Teresina and the payment 

problems in that market do increase total costs of shipping to 

Teresina; however, these differences in per kilo terms fail to explain 

such large differences in the market margins. 

After considerable observation of both Fortaleza and Teresina 

markets, I strongly suspect the adequacy of wholesale price collection 

in the latter market. Serra middlemen to Teresina tend to test market 

conditions on a given day by offering an artificially high price, then 

frequently reducing the price to clear their merchandise. Obviously, 



Table 27« Market margins for Ibiapaba middlemen to urban markets 

Market Margins of Ibiapaba Middlemen 
Declared Estimated Estimated Estimated More 
Minimum Estimated Minus Lower than than CR Si.00 
Margins Margins Declared Declared Above Declared 

Urban Markets (Farmgate) (Cr 3) (Cr S) (Cr $) (#> (#) 

Fortaleza (MEPR0)a 1.00 0.61 -0.39 35.9 17.2 
(N=6*0 

-0.39 35.9 17.2 

Fortaleza (Guaraciaba) 1.00 2.60 1.60 2.4 76.5 
(N=85) 

76.5 

Teresina^ (MEPR0)a 1.80 3.50 
(N=6*0 

1.50 18.8 62.5 

Teresina- (MEPR0)a,c 1.80 1.62 -0.18 26.6 25.0 
2 (N=6*f) 

25.0 

Sao Luis (Guaraciaba) 2.10 2.58 0.48 33.3 3̂.5 
(N=138) 

33.3 

Belem (Guaraciaba) 1.70 2.62 0.92 25.6 3̂.6 1.70 
(N=78) 

Sources: SIMA (Servico Nacional de Informacao de Mercado Ap?*icola); Ibiapaba Middleman 
Project 

(a) Includes only Tuesday and Friday market days. 
(b) This is the integrated urban wholesalers* margin; includes only Monday and Tuesday 

market days. 
(c) Margin reflects a 2006 wholesale adjustment. 
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quotations collected early in the market will not truly grasp the 

actual outgoing prices of that day. Furthermore, Teresina wholesalers, 

retailers, and even consumers congregate in the same locale at the same 

time, and an undiscernlng functionary may easily include different 

price levels into the averaging process. Given this set of problems, 

much of the analysis that follows employs both the stated minimum and 

the estimated margins in order to establish a representative interval. 

That the middlemen to the Belem and Sao Luis markets should 

work with essentially the same margin also requires comment. On the 

one hand, the city of Belem is some 600 kilometers more distant from 

the Serra than Sao Luis and transportation costs commensurately higher. 

On the other hand, however, costs resulting from the organization of 

the wholesale market in Sao Luis (especially stay-over expenses) may 

force this margin upward, as indeed the higher stated minimum costs of 

the Sao Luis market suggest. 

Margin Variability. Middlemen from the Serra do not consider 

market margin variability to be entirely random. True, since middlemen 

are price-givers at the farmgate, but price-takers at the wholesale 

level, they cannot control their margins with complete success. Never

theless, discussions with middlemen did suggest two hypotheses which 

can be tested using estimated market margins. To the extent that these 

suppositions find support in the data, the middlemen further demon

strate their ability to work within a context of price variability, as 

I have previously argued. 

First, both Fortaleza and Teresina intermediaries (the majority 
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following a Tuesday and Friday schedule) contend that markets toward 

the end of the week bring better results than those at the beginning. 

The analysis does show Friday margins in these two markets to surpass 

the Tuesday margins. But in Sao Luis, the end of the week margin 

increases do not obtain (Table 28). 

Under an assumption of perfect competition, price theory pre

dicts that Serra middlemen to Fortaleza and Teresina would seek to 

augment their purchases on Thursday to take advantage of favorable 

market conditions on Friday. Certainly, the middlemen do not fail to 

recognize such weekday patterns of variation; however, the strategies 

designed to assure supply rigidify the system. Unless middlemen buy 

their product in the MEPEO on an ad hoc basis, they usually must commit 

themselves to acquiring an entire planting, which requires two pickings 

a week. An attempt to secure a larger cargo for FridayTs market would, 

under these terms of supply, entail a commensurately larger volume for 

the weaker Tuesday market. 

Transportation arrangements also impose a constraint upon 

middleman flexibility with regards to volume. Two middlemen to Forta

leza can easily fill the capacity of a normal truck (about 10,000 

kilos), but both would have to double their volumes in order to make 

the hiring of another vehicle economical. Consequently, the non-

response to the Friday markets does not signify a lack of awareness on 

the part of the middlemen, but rather the limits which given organiza

tional strategies Impose. 

The second hypothesis suggesting the non-random nature of mar-



2k3 

Table 28. Estimated market margin variation by day of the week. 

Estimated Market Margin Variation 

Urban Market (Farmf*ate) 
Monday 
(Cr $) 

Tuesday 
(Cr S) 

Wednesday 
(Cr m 

Thursday 
(Cr S) 

Friday 
(Cr $) 

Fortaleza (MEPRO) 
a 

MS 0.30 
a a 

1.00 

Fortaleza (Guaraciaba) 2.40 
a _a 

2.00 
__a 

Teresina (MEPRO) 2.90 3-20 2.80 3-70 3.̂ 0 

Sao Luis (Guaraciaba) 2.00 3-90 3.10 1.90 3.00 

Sources: SIMA (Servico Macional de Informacao de Mercado Aftricola); 
Ibiapaba Middleman Project 

(a) Do not enter the market on this day. 
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gin variability emerges from the middlemen's insistence that a high 

farmgate price or high wholesale price brings larger market margins. An 

examination of changes in margin as.wholesale prices increase reveals 

that as wholesale prices in Fortaleza reach a level of ten cruzeiros 

(about twice the average wholesale price for the period in question), 

margins for Fortaleza and Teresina middlemen increase sharply (Table 

29i). Similarly, market margins for Sao Luis middlemen rise steadily 

with increases in wholesale prices in that market (Table 29ii). 

These data support my conclusion regarding price-setting strate

gies that middlemen attempt to conceal the magnitude of wholesale price 

increases. Dahl and Hammond corroborate this point when they recognize 

that..."it may be possible that market participants have enough market 

power to retain some of the returns from favorable supply or demand 

adjustments" (1 977s 158)* Thus, although the Serra middlemen assert 

that their margins are in fact constant, it appears that market condi

tions and the success of price-setting strategies produce a 

combination of constant and percentual margins. 

Summary 

I have compared here market margins for the various partici

pants in the Ibiapaba vegetable marketing system. The analysis has 

attempted at every turn to be meticulously faithful to the middleman 

behavior patterns which these margins reflect. Indeed, I feel that the 

results here argue cogently for complementing aggregate price analysis 

with detailed observations of market behavior. Unfortunately, the 

tenuousness of published price data, particularly in Teresina, dis-



Table 29. Estimated market margin variation: 

(i) for Fortaleza and Teresina middlemen when Fortaleza wholesale prices 
(P ) are less than Cr$10.00 and greater than Cr$10.00. 

H 

FORTALEZA WHOLESALE PRICE (Cr$/kg of tomatoes) 

Pw < 10.00 P 10.00 
URBAN MARKET (FARMGATE) Cr$ Cr$ 

Fortaleza (MEPR0)a 0.30 1.00 

Fortaleza (Guaraciaba)b 1.70 4.90 

Teresina (MEPR0)a 2.70 4.90 

(a) Includes only Tuesday and Friday market days. 
(b) Includes only Monday and Thursday market days. 

(ii) for Sao Luis middlemen as the Sao Luis wholesale price increases. 

SAO LUIS WHOLESALE PRICE (Cr$/kg of tomatoes) 

61P <7 7£PW<8 8iP <9 91 Pw<10 Pw > 10 
Cr$ Cr$ Cr$ Cr$ Cr$ 

Sao Luis (Guaraciaba) 1.40 1.90 2.00 3*80 3*80 

Sources: SIMA (Servico Nacional de Informacao de Mercado Agricola); Ibiapaba 
Middleman Project. 
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courages attempts to penetrate margin variability even further. 

However, by comparing the estimated margins with stated minimums, 

problems with the data are somewhat mitigated. 

Gross market margins offer no hint a priori of exploitive beha

vior, for this evaluation depends on the costs of market services. 

Nonetheless, a comparison of the margins to alternative urban markets 

may suggest system inefficiencies as in the case of Teresina and Forta

leza. Theoretically, one might expect Fortaleza middlemen to shift 

their operations to the seemingly lucrative Teresina market. But, 

survey results show that middleman changes in urban markets have been 

precisely in the opposite direction (from Teresina to Fortaleza). 

Further insights can be achieved through a study of the comparative 

costs of entering each market. Since margin and costs analyses reflect 

and do not cause human behavior patterns, the final clarification lies 

in the behavioral realm. 

Marketing Costs: The Representative 

The usefulness of margin analysis assumes much greater dimen

sions once market margins can be broken down into component parts: 

costs and returns. Cost information deepens the effectivness the 

analysis and provides a basis for evaluating the efficiency of both 

alternative types of market firms and the system itself. Moreover, the 

inclusion of cost data permits a more accurate assessment of the 

possible outcomes which a specific market behavior might engender. As 

with margins, costs are simply convenient measures of middleman 
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behavior, the quantifiable consequences of market strategies. 

The Representative Budget as Analytical Tool 

Middleman survey questionnaires supplied the principal cost 

information, and, when possible, independent sources were sought to 

provide confirmation of survey responses. In a market system that 

accommodates diverse scales of operations and multiple forms of 

resource combinations, the wide-ranging variability in cost data should 

not surprise. Nevertheless, once sorted out according to subgroup and 

market destination, the data do display an encouraging regularity of 

pattern. 

This study employs a well-known economic technique, cost bud

geting, to organize the data into operational categories (Castle, 

Becker, and Smith, 1972; Heady and Jensen, 195-U)• The budget simply 

assigns a cost value to the different activities of the market firm. 

Conventionally, the analytical format separates fixed from variable 

costs, then within each of these categories, itemizes the firm's direct 

and indirect (or implicit and explicit) expenses. A middleman incurs 

fixed costs even if his firm does not operate; they represent standing 

obligations associated with the establishment and capitalization of the 

firm. Variable costs relate directly to the scale and intensity of 

operation* As the volume of marketed product increases, so do the raw 

materials, transportation, and labor costs. As shall be seen, the 

different combinations of fixed and variable costs provide important 

insights into the dynamics of marketing. Direct (or explicit) costs 

refer to those which must be paid for out of pocket; indirect (or 
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implicit) costs include those which do not require actual expenditure, 

but which nevertheless influence the decisions of the marketers (e.g., 

opportunity cost of middlemanTs labor and depreciation costs). 

Separate budgets were constructed to illuminate the cost struc

tures of each middleman subgroup at each market destination. Also the 

specialized rural assemblers and the integrated urban wholesalers are 

treated as a case apart (non-integrated urban wholesalers are not 

included, because they were not formally surveyed). In every instance, 

the budgets attempt to be "representative", that is, to depict as accu

rately as possible the actual costs that each middleman subgroup 

incurs, even though the budgets contain some cost items which middlemen 

do not consciously incorporate into their own bookkeeping. 

One item not included in the cost budgets is middleman labor. 

Since middlemen work erratic and uncertain schedules (except when on 

the road), it is practically impossible to estimate this item 

accurately. Thus, in a later section of this chapter which discusses 

middleman income, the gross market margin minus costs will represent 

the middleman's return to his own labor plus management and risk. 

I found no instances in which middlemen systematically calcu

late complete cost budgets in the sense of preparing detailed marketing 

plans for their year by year operations. I did, however, observe that 

the middlemen occasionally do employ a process of ad hoc or partial 

budgeting (Heady and Jensen, 1954:92-94), by comparing the costs and 

benefits of a proposed stategy (e.g., shipping tomatoes to Belem under 

a specific set of conditions). This informal practice reveals much 
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concerning the middleman's perceptions of costs. Still, in preparing 

these budgets, a great amount of difficulty did ensue from the absence 

of written cost records. Since few middlemen keep their expenditures 

under any accounting system, some could not pinpoint the representative 

costs of this or that item. To circumvent this problem, questionable 

cost figures were checked by observation of the activity and by confer

ral with independent sources. 

Ibiapaba middlemen tend to calculate their costs in per kiio 

basis and to evaluate the success of their enterprises on a per trip 

basis. Accordingly, the cost budgets were presented in a per kilo for

mat, using the average per trip volume of each market subgroup. The 

specialized rural assembly budget employs a per week average volume of 

marketed product (during the summer peak season). In Appendix C, I 

present more detailed information on the construction of each budget. 

Specialized Rural Assemblers 

Separate cost budgets were prepared for Tiangua and Guaraciaba 

do Norte rural assemblers (Table 30). Although the large per week 

volume of the Guaraciaba assemblers (calculated as an average of the 

two most established firms) potentially permits economies of scale and 

some reduction in assembly costs, the presence of the MEPRO signifi

cantly lowers warehouse and assembly costs for the Tiangua subgroup. 

All of the Guaraciaba subgroup own small assembly vehicles (e.g., 

pickups), while the Tiangua sample rents their transportation to meet 

assembly needs. One Tiangua assembler in fact incurs minimal assembly 
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Table 30. Estimated costs of specialized rural assemblers from 
Tiangua and Guaraciaba de Norte. 

Cost Items 

Specialized Assemblers 

Guaraciaba 
do Nortea 

(Cr <?Ag) 

Tianpjuab 

(Cr $Ag) 

Fixed Costs 

3. 

4. 

Warehouse Purchase 
(a) depreciation 
(b) opportimity cost 

of capital 

Assembly Vehicle 
(a) depreciation 
(b) taxes and insurance 
(c) opportunity cost 

of capital 

Crating Materials 

Miscellaneous 

Subtotals 

0.01 

0.02 

0.01 
0.01 

0.01 

0.01 

0.01 

0.08 

none 

none 

0.01 
0.01 

0.01 

0.01 

0.01 

0.09 

Variable Costs 

1. Assembly Vehicle 

2. Labor 

3. Communications 

Payment Default 

Subtotals 

Totals 

0.16 

0.05 

0.01 

0.05 

0.27 

0.35 

0.2̂  

0.01 

none 

0,0b 

0.29 

0.38 

Source: Ibiapaba Middleman Project 

(a) Based on an average weekly volume of 40,000 kgs. 
(b) Based on an average weekly volume of 7i000 kgs, 
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costs since he buys exclusively from farmers who bring their product to 

the MEPRO. His only service is to prepare the product for _resale. 

Crating Costs. Some assemblers (from both subgroups) do not 
_: , 

own crating materials (jacas), and consequently use cra~es of their 

buyer~ For those who do own jacas, however, the reusability of this 
'h 

particular rna terial permits advantages of scale economi~s to large
• J 

volume assemblers. Although the use-life (in terms of t~me) of the 
, :· 

jaca does not significantly differ between subgroup, the intensity of 
.... .. - ~-

use per week does, making per kilo costs more expensive for small 

volume assemblers. 

Transportation Costs. The assemblers tend to purchase older 

vehicles for their bulking activities, because of lower acquisition 
. ~ -. 

costs and the unusual wear to which trucks are subjected. Those without 

pickups rent their transportation at an average cost of 250 cruzeiros 

per load (capacity of about one metric ton). The assemql_er budgets 

reveal that by avoiding a complete dependence upon ren~~ d ass_e_mbly 

vehicles, economies of scale can be obtained in the cate~~ry of vari

able assembly costs, predictably the most important item in the budget. 

The greater labor costs for Guaraciaba assemblers reflect both a highly 
1 E: 

labor intensive assembly process and the additional warehouse help 
!. 

large assemblers need to classify and crate. In contrast, Tiangua 

assemblers either leave classification to farmers or perform these 

acti viti es themselves. 

Payment Pefault. The variable i tern of payment d·efaul t esti-

mates the indirect cost to assemblers of money irretrievably lost 
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through buyer non-payment. While only two Tiangua assemblers lost 

money during the last year (1977-1978)» the Guaraciaba subgroup claimed 

substantial losses averaging more than 75,000 cruzeiros. For both 

groups, the average amount lost to payment default plus interest at a 

monthly rate of 2.5$ (this is the opportunity cost of capital at the 

then current bank interest rate) was amortized over a twelve month 

period, then transformed into per kilo figures. The cost of attempting 

to retrieve this money did not enter into the calculations because of 

measurement difficulties. 

Summary: A comparison of the two assembly cost structures sup

ports conclusions drawn from other sources of information. Tiangua 

assemblers represent a class of intermediaries with a great deal of 

marketing experience (most of it on the road), who have traded the 

unstable, wearisome life of the urban market middleman for the more 

secure one that the MEPRO assembly process provides. Their capital 

reserves are limited, their Income levels low, and their customers few 

but generally reliable. Guaraciaba assemblers, on the other hand, are 

entrepreneurs who have taken advantage of the upsurge of tomato produc

tion in the municipio. Although men of inconspicuous beginnings, they 

have built strong businesses and have secured a large share of the mar

ket. Their substantial volume of trade afforded them economic benefits 

of scale, injecting even greater vitality into their enterprise. 

Middleman SUBGROUP I (small-volume) 

Middlemen from SUBGROUP I travel to the Sao Luis, Fortaleza, 

and Teresina markets. Of this subgroup, one middleman transports 2500 
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kilos of product to Sao Luis weekly, three move an average of 3000 

kilos to Fortaleza twice a week, and 21 middlemen take an estimated 

average of 1500 kilos to the Teresina market biweekly. Again, a 

comparison of the relative costs serves to delineate differences among 

these urban markets, which are presented in Table 31. 

Crating Costs. The small-volume group has relatively high per 

unit variable costs, while fixed costs practically do not exist. The 

major fixed cost item shared by all middlemen of this subgroup is the 

jaca, and the significant variability in the use-life of the jaca 

accounts for the per kilo differences in thi3 cost item. During the 

research, the jaca could be obtained at a unit price of 20 cruzeiros 

(prices tended to be somewhat higher in Guaraciaba and Sao Benedito), 

but the number of market trips each jaca can sustain depends upon 

behavioral characteristics of both Serra middlemen and the urban 

buyers. Teresina middlemen identify their respective crates with indi

vidual markings and take considerable pains to retrieve them. This 

explains the comparatively longer use-life of their crates. Fortaleza 

middlemen complain that wholesalers return old crates for new, thus 

reducing the average use-life of their jacas. Sao Luis middlemen 

replenish their stock after every three trips, again due to difficul

ties of recovery. 

Payment Default. The cost of non-payment figures prominently 

small-volume budgets, perhaps even more than the budgets indicate. The 

averaging of losses due to payment default tends to soften the very 

serious effects which this problem has upon individual firms. For 
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Table 31. Estimated per kilo costs for small volume middlemen 
(Subgroup I). 

Subgroup I Middlemen (small volume) 

Cost Items 

Fortaleza 
Base = 3000 kgs 

(Cr flAg) 

Teresina 
Base = 1500 kgs 

(Cr 3Ag) 

Sao Luis 
Base = 2500 kgs 

(Cr VkfO 

Fixed Costs 

1. V/arehouse Rent 

2. Crating Materials 

3. Miscellaneous 

Subtotals 

0.01 

0.10 

0.01 

0.12 

none 

0.05 

0.01 

0.06 

0.02 

0.16 
0.01 

0.19 

Variable Costs 

1. Rented Assembly 
Vehicle 

2. Labor 

3. Transportation 

km Taxes, Fees 

5. Stay-over Expenses 

6. Payment Defaults 

Subtotals 

Totals 

0.20 

0.09 

0.30 

0.03 

0.07 

0.0̂  

0.73 

0.85 

0.14 

0.08 

0.30 

o.v? 
0.1̂  

0.02 

1.15 

1.21 

0.07 

0.55 

0.̂ 5 

0.08 

0.08 

1.23 

1.̂ 2 

.Source: Ibiapaba Middleman Project 

(a) Assembly cost of O.SO (paid to specialized assemblers) already 
included in nross market marpin. 
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example, the seemingly minor two centavo estimated per kilo cost for 

Teresina middlemen does not adequately express the magnitude of the 

potential dangers which these middlemen face, and those who in fact did 

suffer payment losses incurred a much greater cost. 

Assembly Costs. Most Teresina middlemen live in Tiangua where 

MEPRO facilities significantly reduce the costs of assembly. Twenty-

eight percent of the small-volume middlemen shoulder only a minor part 

of the costs of assembly by either purchasing or receiving their pro

duct at the MEPRO. Although the budget for small-volume middlemen to 

Teresina includes the estimates of assembly costs since most of the 

middlemen incur them, the rather large differences between assembly 

expenditures for Teresina and Fortaleza subgroups again probably 

reflects at least the partial influence of the Mercado. Since many 

middlemen to Teresina share part of their assembly costs with the 

producers who deliver their product to the MEPRO, the average per trip 

cost is lower than would be expected, were the entire 1500 kilos bulked 

at the expense of the middleman. For example, average per trip assem

bly costs incurred by Fortaleza middlemen (from the municipio of 

Ubajara) approach the expected figure given normal rental fees for 

assembly vehicles. 

Since only small-volume middlemen in the sample own assembly 

vehicles, this assembly alternative does not appear in the representa

tive budget. In fact, my calculations suggest that no advantages 

accrue to the small-volume middleman who employs his own vehicle. 

Fixed costs resulting from the ownership of a used assembly vehicle are 
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nine and five centavos per kilo for Teresina and Fortaleza respec

tively, and average variable costs of assembly (including fuel, parts, 

and maintenance) are 17 and 20 centavos per kilo. Thus using one's own 

truck for assembly increases fixed costs while not reducing variable 

costs. The advantages of ownership obtain only as volume increases or 

to the extent the owner can employ the truck in such non-marketing 

activities as transporting passengers into outlying districts of the 

municipio, which in fact these truckowners do. 

Labor Costs. Labor costs for small-volume middlemen involve 

primarily the heavy manual tasks of loading and unloading jacas. Since, 

no small-volume firm from the sample has regular employees, specialized 

porters foarreteiros. carregadores) from the MEPRO and the CEASA are 

hired on the spot to perform this function at a per volume price. I 

never once saw a middleman pick up a jaca, except to put it on the head 

of a laborer. Significant differences between the urban markets do not 

emerge in the labor category, since per volume manual costs are similar 

and non-manual labor requirements are met by the middlemen themselves. 

Transportation Coats. All small-volume middlemen rent truck 

space for their market trips. At the time of research, per kilo trans

port costs were 30 centavos to Fortaleza and Teresina, and 55 centavos 

to Sao Luis. Most middlemen find space on the truck to accompany their 

loads; some, however, prefer the safer alternative of taking a night 

bus to market and meeting the truck at CEASA. 

Taxes. A fees and taxes item in the budget includes the entry 

costs into CEASA and the highly unpopular ICM tax. The value -added 
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I CM (Imposto de Circulaoao de Meroadoria) f calculated as 15$ of the 

official value of the load, is exacted only upon merchandise leaving 

the state of Ceara. During most of 1978, tomatoes had an official per 

kilo value of three cruzeiros and thus a per kilo tax of JJ5 centavos. 

Middlemen devise many ingenious schemes to avoid full payment on their 

loads, but most commonly simply underestimate the actual product 

volume or inaccurately itemize the product mix. Thus when the middle

men fill out their cargo declarations of merchandise, they either 

decrease the actual total volume or alter the combination of products 

so as to maximize the quantity of low value vegetables fohuohu squash, 

for example, had an official quotation of 50 centavos) and minimize the 

quantity of tomatoes. Occasionally, of course, tax officials hold 

crack-down inspections which result in sizable fines for the middlemen. 

Nonetheless, these avoidance strategies so prevail among middlemen that 

many truckowners to Teresina charged (in 1978-1979) 50 centavos per 

kilo to renting middlemen, a fee that included the ICM tax. Since the 

transportation cost to Teresina was 30 centavos (without the tax being 

paid by the trucker), truckowners were paying ICM on only about one 

half the true value of the load. The budgets do include the full ICM 

value, despite many middlemen incurring a much lower per kilo cost for 

this item. 

Stav-over Expenses. Stay-over expenses in Teresina and Sao 

Luis reflect the amount of time that middlemen remain in market centers 

recovering their crates and awaiting payment. My observations suggested 

that stay-over expenses figure most prominently for Sao Luis and Tere-
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sina middlemen, since Fortaleza marketers do not stay overnight. There 

was, however, a great deal of variability in the survey responses to 

this question. Some middlemen have friends or relatives with whom they 

can stay, others economize their resources at great sacrifice to their 

human comfort. Especially in Teresina, the middlemen occupy the 

cheapest but direst accommodations the city offers. Again, a signifi

cant number of middlemen simply sleep in their trucks. Costs for this 

category represent an average of survey responses, but I feel that 

Fortaleza estimates for this item are somewhat overestimated while Sao 

Luis figures appear underestimated. 

Summary. The cost minimization strategies so vividly portrayed 

in the small volume budgets provide further evidence of the openness of 

the Ibiapaba market. Very few of this subgroup have any significant 

fixed investment in their enterprise, and variable costs are reduced at 

every opportunity. Undoubtedly, only on such a shoe-string budget can 

an under-capitalized enterprise survive. 

Middleman SUBGROUP III (Large-Volume) 

For purposes of better contrasting the different types of 

market enterprises, I find it more illustrative to present the budgets 

of the large-volume subgroup in this section, leaving the cost struc

tures of SUBGROUP II for consideration in the following section. 

Of the large-volume middlemen, four hauled a per trip average of 

6000 kilos to Teresina, seven an average of 8000 kilos to Fortaleza, 

three transported 10,000 kilos to Sao Luis, and another three hauled 
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12,000 kilos to Belem. Nearly all these middlemen own one or more 

trucks. 

JElxei Costs. The substantial increase in fixed costs quickly 

distinguishes large-volume from small-volume budgets (Table 32). Per 

kilo crate costs remain the same with the exception of Belem: middlemen 

to this market do not bring back their jacas, which therefore have a 

use-life of only one trip. The primary increase in fixed costs for 

large-volume middlemen comes from transportation. Middlemen tend to 

buy a fairly new truck with an average capacity of 10 metric tons at an 

average approximate value of 450,0000 cruzeiros (about US$ 20,000). 

Although some can and do purchase their vehicles for considerably less 

by paying cash, most prefer to finance the acquisition with an average 

down payment of 100,000 cruzeiros and a 24 month finance plan at 2.5? 

monthly interest. Using these figures, I calculated the principal and 

Interest monthly payments and converted these to per kilo figures, 

based upon a five year use-life of the vehicle. The relatively short 

use-life can be justified both on the basis of the rapid truck turn

over in the Serra and by the intensive use which these trucks receive. 

The depreciation estimate assumes the same use-life and a salvage value 

of one half the real value of the truck in 1978 cruzeiros (in Northeast 

Brazil, the market for used trucks is very strong). 

Payment Default. When compared with the small-volume subgroup, 

estimated per kilo costs of payment default increase for Teresina 

middlemen but decrease for those serving Sao Luis and Fortaleza. In the 

former market, the increased cost directly relates to the management 



Table 32. Estimated per kilo costs for large volume middlemen (Subgroup III). 

Subgroup III Middlemen (large volume) 

Cost Items 

Fortaleza Teresina Sao Luis Belem 
Base = 8000 kgs Base = 8000 kgs Base = 10000 kgs Base = 12000 kgs 

(Cr ttAg) (Cr UAK) (Cr ftAg) (Cr «Ag) 

Fixed Costs 

1. Warehouse Rent 0.01 

2. Crating Materials 0.08 

3. Transportation 
(a) principle and interest 0.09 
(b) taxes 0.01 
(c) insurance 0.03 
(d) depreciation 0.06 
(e) opportunity 

cost of capital 0.0** 

't. Miscellaneous 0.01 

Subtotals O.33 

none 

0.05 

0.09 
0.01 
0.03 
0.06 

0.04 

0.01 
0.29 

none 

0.17 

0.14 
0.01 
0.05 
0.09 

0.06 
0.01 
0.53 

none 

none 

0.12 
0.01 
0.04 
0.08 

0.05 

0.01 

0.31 

Variable Costs 

1. Assembly 

2. Transportation 

3. Labor 
(a) truck driver 
(b) general 

4. Taxes, Fees 

5. Stay-over Expenses 

6. Payment Default 

7. Communication 

Subtotals 

Totals 

b 

0.20 

0.06 
0.04 

0.01 

0.03 

0.01 

0.01 

0.36 

0.69 

b 

0.22 

0.06 
0.06 
0.46 

0.06 

0.04 

none 

0.90 

1.19 

c 

o.4o 

0.10 
0.08 
0.46 
0.08 

0.05 
none 

1.17 

1.70 

c 

0.54 

0.10 
0.13 

0.45 

0.05 

0.17 

0.07 

1.51 

1.82 



Table 3'2—Continued. 

Source: Ibiapaba Middleman Project 

(a) Includes 6000 kr;s of the middleman's car^o and 2000 krs of truck space rented to 
colleagues. 

(b) Assembly not kept separate from transportation costs. 
(c) Assembly cost of 0.50 (paid to specialised assemblers) already included in f^ross 

market margin. 
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problem of selling a large volume of merchandise on credit to a large 

number of small retailers. The Belem market again provides an extreme 

example in that the three middlemen in the sample lost an average of 

75,000 cruzeiros during the year of the research. 

Transportation Cost3. Most large-volume middlemen do not 

acknowledge variable assembly costs as a separate category. For Forta-

leza and Teresina marketers from this subgroup, the truck serves as an 

assembly vehicle. These middlemen bulk their product the day before 

market and usually include assembly expenses into general transporta

tion costs. The few who do use rented assembly vehicles declare 

expenses significantly lower than would be expected given rental fees 

and average volumes, which leads to the possible conclusion that rented 

vehicles bulk only part of the total cargo. Most likely, the use of a 

large truck for assembly does work to lower per kilo expenses, assuming 

the truck has adequate access to distant gardens. Consequently, trans

portation costs reflect the fuel, parts, and maintenance involved in 

both the travel to urban markets and the assembly process as well. 

The middlemen to Sao Luis and Belem relegate assembly functions 

to the specialized rural assemblers at an average cost of 50 centavos 

per kilo. I do not include this amount in the budgets, since it is 

already adjusted for in the gross market margins. 

Labor Costs. The considerably higher labor costs for large-

volume subgroup (with the exception of those to Fortaleza) illustrates 

a major change in labor needs as volume increases. Beyond the simple 

requirement of manual labor, the large-volume middleman now procures 
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more specialized kinds of employees such as truck drivers and buying or 

selling agents. Most truckowning middlemen have drivers on monthly 

salaries ranging from 3500 to 7500 cruzeiros. Several middlemen to Sao 

Luis and Belem also hire sellers on monthly wages to assist in the sale 

of product and the collection of payment from the urban buyers or, in 

the Serra, agents to act as buying representatives. 

Communication Costs. The cost of communication figures impor

tantly in the Belem budget. Since the Belem market does not always 

open its doors to tomatoes from the Serra, the marketers must keep 

abreast of changing market conditions to determine the appropriate time 

for entry. Also, the fact that Belem receives the majority of its 

vegetable needs from Sao Paulo pressures Serra middlemen to obtain 

accurate information regarding the magnitude of the supply from Sao 

Paulo in order to avoid a confluence of supply lines that would flood 

the market. The major organizational strategy of Serra middlemen to 

Belem lies in the ability to enter the market quickly and with large 

volumes, which requires a significant investment in information sources 

(notably the telephone) to assure optimum scheduling. 

Summary. For the large-volume budget, truck acquisition 

entails a considerable upward swing in the fixed costs. Per unit 

variable costs, however, tend to decline for the large-volume subgroup 

due primarily to the possibility of reducing assembly and transporta

tion expenditures. Stay-over expenses, proportioned out over a larger 

volume also experience a per unit reduction. With the inclusion of a 

significant amount of implicit costs (e.g., the opportunity cost of 
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capital and depreciation), the investment in fixed resources like a 

truck appear to offer questionable advantage. I would contend, however, 

that these middlemen, as decision-makers, look more to the reduction in 

explicit variable costs as a major motive behind such an investment. 

Furthermore, as shall be seen, the truck significantly amplifies one's 

alternatives of income in this otherwise opportunity-scarce society. 

Middleman SUBGROUP II 

This subgroup is comprised of four truckowners to Teresina who 

haul a per trip average of 8000 kilos ( 2000 kilos of their own product 

and 6000 kilos of freight) and six truck renters to Fortaleza and Sao 

Luis. The Fortaleza marketers haul an average of 6000 kilos per trip, 

while those to Sao Luis market an average of 8500 kilos. These budgets 

describe enterprises structurally unique from those considered above 

(Table 33). 

Teresina Middlemen. Teresina middlemen in this subgroup share 

most of the variable costs of their SUBGROUP I counterparts to this 

market, with the exception for those expenditures associated with truck 

ownership. These middlemen incorporate assembly costs into the general 

expenditures of transportation, and their labor costs are somewhat 

higher because they employ full-time truck drivers. 

On the other hand, truck ownership represents a radical change 

in the fixed cost structure of the enterprise. These Teresina middle

men purchase trucks either older or with a somewhat smaller capacity 

than those used by their large-volume colleagues (SUBGROUP III), the 

average sale price being approximately 350,000 cruzeiros (US$ 17,000). 
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Table 33. Estimated per kilo costs for Subgroup II middlemen. 

Subgroup II Middlemen 
Fortaleza Teresina Sao Luis 

Base = 6000 kgs Base = 8000 kg^- Base = 85OO kgs 
Cost Items (Cr SAb) (Cr S/kg) (Cr SAg) 

Fixed Costs 

1. Warehouse Pent 0.01 none none 

2. Transportati on 
(a) principal and 

interest — 0.07 — 

(b) taxes — 0.01 — 

(c) insurance — 0.03 — 

(d) depreciation -- 0.0*+ — 

(e) opportunity cost 
of capital •w 0.04 — 

3. Crating Materials 0.1? 0.05 0.17 

b. Miscellaneous 0.01 0.01 0.01 

Subtotals 0.19 0.25 0.18 

Variable Costs . 

1. Assembly 0.20 
b c 

2. Transportation 0.50 0.23 0.53 

3. Labor 
(a) truck driver —— 0.06 — 

(b) general 0.05 0.05 0.04 

Taxes, Fees 0.01 0.47 o.k? 

5. Stay-over Expenses 0.0*+ 0.18 0.05 
6. Payment Default none 0.01 0.02 

7. Communication 0.01 none 0.01 

Subtotals 0.61 1.00 1.12 

Totals 0.80 1.25 1.30 

Source: Ibiapaba Middleman Project 

(a) Includes 2000 kgs of the middleman's cargo and 6000 kgs of truck 
space rented to colleagues. 

(b) Assembly not kept separate from transportation costs. 
(c) Assembly cost of 0.50 (paid to specialized assemblers) already 

included in gross market marprins. 
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Principal and interest payments were calculated using the method des

cribed above. 

These middlemen pose an interesting problem. They rent out to 

competing colleagues (without trucks) about seventy-five percent of 

their marketing capacity of 8000 kilos. Does this trade-off entail 

greater security or does it bring greater economic gain? By renting 

truck space at 30 centavos per kilo, these middlemen barely cover the 

costs of truck ownership and maintenance. Thus, it appears that this 

strategy seeks to minimize market risks rather than maximize income. 

This problem will be further considered when our attention focusses 

upon middleman returns to labor and management. 

Fortaleza and Sao Luis Middlemen. Fortaleza and Sao Luis 

middlemen have essentially the same per kilo fixed costs as their 

small-volume counterparts. As might be expected, however, the variable 

costs of these middlemen resemble those of their large-volume 

colleagues. This type of enterprise provides ready evidence for the 

advantages of increasing the volume of marketed product without incur

ring the high fixed costs of truck ownership. On the other hand, the 

widespread aspirations of truck ownership found among all middlemen in 

the Serra suggest that either this particular subgroup is unique in 

terms of their perceptions of an ideal market enterprise or they simply 

face strong economic (or non-economic) constraints which preclude truck 

acquisition. This question is further explored in following sections. 
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Integrated Wholesaler 

The vertically integrated Fortaleza wholesalers run the most 

heavily capitalized and most complex enterprises operating in the 

Serra. Of the four such intermediaries in business at the time of the 

research, three resided in Guaraciaba and one in Fortaleza itself. All 

four rent wholesale "boxes0 in the Fortaleza CEASA, where they account 

for nearly half of the total movement of tomatoes in that market. 

The representative cost budget for this type of enterprise was 

constructed from information provided by one of the largest of the 

urban wholesalers, who markets an average per trip volume of 20,000 

kilos biweekly (Table 33). The integrated wholesaler had ready access 

to considerable amounts of resources; tellingly, all capital items in 

the budget (two new trucks and a warehouse) were purchased on a cash 

basis. Furthermore, the one wholesaler sampled also finances and pro

duces about 45 hectares of tomatoes throughout the year, an expense 

estimated to surpass 1.5 million cruzeiros (US$ 75,000). Certainly the 

rapid turnover of both production and marketing investments permit a 

commensurately rapid accumulation of capital funds, but this fact only 

serves to emphasize the managerial talents which an investment of this 

magnitude demands. 

Fixed Costs. The high fixed cost estimate of the integrated 

wholesaler^ marketing enterprise sets the tone of its operation. 

First, the per kilo opportunity cost of capital is high. This figure, 

calculated on the basis of a monthly interest rate of 2.5?, measures 

the amount lost to the entrepreneur by not accepting the next best 
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Table 3^. Estimated per kilo costs of integrated urban wholesalers 
in Fortaleza. 

Integrated Urban Wholesalers 
Base = 20000 kgs 

Cost Items (Cr 8/kg) 

Fixed Costs 

1. Serra Warehouse 
(a) depreciation 0.01 
(b) opportunity cost of capital 0.02 

2. Crating Materials 0.50 

3. Transportation 
(a) taxes, insurance 0.06 
(b) depreciation 0.0*+ 
(c) opportunity cost of capital 0.13 

Warehouse in CEASA 0.02 

5. Miscellaneous 0.01 

Subtotal 0.79 

Variable Costs 

1. Assembly —^ 

2. Transportation 0.19 

3. Labor 
(a) in the Serra 0.08 
(b) in CEASA 0.01 

4. Taxes, Fees 0.01 

5. Stay-over Expenses 0.02 

6. Payment Default 0.l6 

Subtotal 0.47 

Total 1.26 

Source: Ibiapaba Middleman Project 

(a) In three of four cases, integrated urban wholesalers operated 
two trucks. 

(b) Assembly not kept separate from transportation costs. 
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alternative of investment. Although not an explicit out-of-pocket 

expense, the cost carries conceptual significance in that it affects 

the decision-maker's choice among alternative investments. Second, 

retail customers of the urban wholesaler do not usually retain a supply 

of crates, preferring rather to transport their purchases in the whole

saler^ jacas. Consequently, the wholesalers claim that the use-life 

of a jaca seldom exceeds one trip, which greatly increases the per kilo 

crating costs. My observations lead me to suspect this figure as being 

somewhat exaggerated. 

Variable Costs. Many of the variable cost items are lower than 

any other budget. Even with the additional labor of buyers in the 

Serra and selling assistants at the CEASA, per kilo labor costs do not 

exceed those of the small-volume and large-volume intermediaries to 

Fortaleza. Since the wholesaler finances his supply in the Serra, he 

enjoys a certain control over the size and the location of the 

plantings, thus facilitating the assembly process, and large trucks are 

used to collect and bulk the product. Finally, stay-over expenses in 

Fortaleza entail only the per diem of the truck drivers. 

Total variable costs of integrated wholesalers exceed those of 

other enterprises because of payment default problems. Retailers cus

tomarily buy their produce on credit, and wholesalers consider non

payment the plague of their profession. The surveyed representative of 

this subgroup declared losses of 2li0,000 cruzeiros (US$ 12,000) from 

1978-1979, a figure which X regard with some suspicion. I did, however, 

incorporate this per kilo loss into the representative budget, due to 
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payment default over the year of the study. 

Summary: Representative Budgets Compared 

A comparison of the cost structures represented here permits 

several important conclusions. First, a trade-off relationship exists 

between fixed and variable costs. Investments in capital items 

generally has the effect of decreasing variable costs but increasing 

fixed costs. For example, purchasing a financed truck adds a signifi

cant burden in fixed costs, but also reduces the expenditures asso

ciated with assembly and transportation. The commonly expressed goal of 

many middlemen to acquire a truck suggests that most marketers consider 

this trade-off a beneficial and profitable one, especially in view of 

the non-marketing income which a truck can generate. Nevertheless, a 

high average down payment and the high cost of financing erect barriers 

that few middlemen can overcome. 

Second, the analysis of marketing costs has been able to iden

tify certain benefits that obtain from the increase in the economies of 

size. In the case of Fortaleza, the increase in volume from the small-

volume enterprise to that of the residual subgroup results in a per 

kilo total cost reduction of only less than six percent and a variable 

cost decline of nearly twelve percent. However, the change in structure 

which occurs with the acquisition of a truck, while not an immediate 

benefit in terms of total costs, reduces variable costs by ̂ 8^ of the 

small-volume enterprise. I argue that this reduction in variable (and 

explicit) costs constitutes the major vector of middleman decision-
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making with regard to truck ownership. 

A third conclusion concerns several cost items which appear 

excessive. The use of the jaca as a crating material has few advan

tages, which most middlemen readily acknowledge. Under strong capital 

constraints, however, the jaca becomes the most economical alternative 

because of its low acquisition price. Indeed, when its use-life can be 

stretched out to its maximum, crating costs become almost insignifi

cant. On the other hand, when market practices (as those described 

above) short-circuit the use-life of the jaca, per kilo costs soar. 

During this study, a Sao Luis middleman began to rent 400 

crates from the MEPRO, and his decision was soon imitated by several 

other large-volume middlemen. An immediate saving was evident in the 

total crating bill (400 crates cost 7200 cruzeiros per month as 

opposed to a monthly jaca cost of 10,000 cruzeiros—assuming a use-life 

of two trips). Moreover, the difference in the tare weight of the jaca 

deducted at the producer level and that deducted at the wholesale level 

is two kilos per jaca or five percent of the total load. Thus, middle

men normally lose 500 kilos per trip (to Sao Luis) due only to the tare 

weight of the jaca! Since the tare weight for plastic crates is 2.5 

kilos at both buying and selling ends, further savings resulted from 

the switch-over. Finally, the improved handling convenience and 

improved load safety provide still further benefits. 

Despite its economic attractiveness, the plastic crate suffers 

from availability limitations. The MEPRO does not have an adequate 

supply, and to purchase the crates from distant factories entails a 
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substantial investment beyond the reach of most middlemen (in 1978, 150 

cruzeiros per crate). Also, the difficulties of recovering jacas from 

urban buyers also apply to the new packaging material. A final cost-

cutting solution would require the organization not only of the Serra 

middlemen, but also of the retailers and wholesalers who traditionally 

have been lax in the return of the jaca. 

Non-payment problems also elevate market costs. The Tereslna, 

Sao Luis, and Belem markets all have notorious reputations for being 

potentially dangerous traps for the unsuspecting middleman. Because of 

this distrust which permeates market transactions, middlemen find it 

necessary to increase their margins as a hedge against possible 

defaults. Several Teresina marketers informed me that when they sell 

to new customers on credit, they routinely adjust prices upward (from 

fifty centavos to one cruzeiro higher). As estimated budgets indicate, 

the real per kilo cost of payment default probably averages around five 

centavos, except in the case of Belem; however, fear of non-payment 

exacts an even greater amount in increased margins, although a precise 

figure eludes easy measurement. 

The stay-over expenses for the Teresina and Sao Luis markets 

represent a third factor of possible inefficiency in the Ibiapaba 

market system. Capital scarce firms are ill-equipped to finance a 

large number of urban buyers, yet, forced in fact to do so, the middle

men must further remain several days in urban markets awaiting payment 

and crates. In some cases, these middlemen simply cannot participate 

in the following market day (in the Serra) without first replenishing 
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meager capital funds. But, it is also very important to note that 

suspicion and distrust so prevail that middlemen fear serious non

payment losses if they do not actively hound their buyers. 

The budgets show the cost of this stay-over to average out at 

somewhat less than ten centavos per kilo, in itself a significant 

amount; however, even higher indirect costs result from this practice. 

Days spent in urban markets necessitates the absence of the middlemen 

from their supply sources in the Serra, which places great strain upon 

the organization of this dimension of the market process. Undoubtedly 

this difficulty of organization is largely responsible for the success 

of the specialized rural assemblers, who by not cutting assembly costs, 

have increased the total cost of moving the product through the marke

ting chain. 

For each subgroup in each market, these budgets project the 

most comprehensive cost alternative. Furthermore, these estimates des

cribe expenditures of given types of firms over a specific period of 

time. As time and middleman strategies change, the cost structures will 

also undergo modification. Indeed, most middlemen discover ways to cut 

costs. 

Within each variable cost category, different groups of middle

men select different means of cutting costs. Small-volume middlemen 

look to the farmer to assume at least part of assembly costs; large-

volume middlemen pay specialized assemblers to perform the function. 

The small-volume marketer can choose to diminish stay-over expenses by 

sleeping in the truck, labor expenses by hiring out only the most 
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manual of tasks, and even crating costs by carefully recovering used 

jacas. Only half the truckowning middlemen actually purchase collision 

insurance, a significant fixed cost and important anti-risk strategy. 

Thus the budgets synthesize a great deal of flexibility, since many 

cost cutting strategies are available. In this sense, the budgets 

estimate the upper limits of the cost structures and it would be diffi

cult to find many individual firms with costs substantially higher than 

those presented here. 

Estimated Return? .and. Middleman Exploitation 

The difference between the gross marketing margin which the 

middleman receives and estimated marketing costs constitutes what the 

middlemen call "profit" (lucrol. However, economists refer to this dif

ference as the return to middleman labor, management, entrepreneurial 

ability, and risk-taking. The evaluation of a market's efficiency must 

at some point establish a standard "fair" return to services offered 

and resources invested, since it is precisely on this issue that the 

traditional middlemen have been so pointedly criticized. Whether 

middlemen do or do not exploit their suppliers depends to a large 

extent upon the criteria adopted to justify (or condemn) the size of 

profit margin. 

Middlemen themselves do not perceive their profits as payment 

for labor, capital, and whatever other resources they might bring to 

the business of marketing. Rather they tend to evaluate the magnitude 

of their returns against the consumption demands of their families. 

The most consistent response to any question of income centered on the 
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ability of the market to provide a living ("da para vlver"). Since 

perceived consumption needs vary according to one's position within the 

social structure, no single standard for a fair return seems adequate. 

Conventionally, the excessiveness or not of a profit margin is deter

mined by reference to the opportunity cost of capital (what would the 

amount invested in marketing bring in the next best non-marketing 

alternative) and hence to the size of the investment in the enterprise. 

However, the returns to marketing services are perhaps better consi

dered in the light of not only the middleman's investment in the 

enterprise, but also his standard of living and, relatedly, the alter

natives which exist at that particular level of the social structure. 

As a final prefatory commment on returns, Ibiapaba middlemen 

are extremely hard-working. In comparison to the public officials who 

work in the marketing sector (CEASA, SIMA, and elsewhere), the Serra 

middlemen know no fixed schedule, enjoy no annual vacation or paid 

holidays, and can never afford to leave a given task until the next 

day. Personal labor is one expedient which the middleman possesses and 

uses to the fullest possible extent, despite the fact that it seldom 

enters into his accounting system. Nonetheless, this considerable 

amount of labor and self-sacrifice should enter into an evaluation of 

middleman returns. 

Estimated Returns: Serra Middlemen to Urban Markets 

As with the representative budgets, I calculated middleman 

returns for each subgroup in each urban market. The prices used to 
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estimate gross market margins were those of first class tomatoes; and 

while this product constitutes the most important marketed item, 

middlemen do market second class tomatoes as well as other vegetable 

produce. Accordingly, two major assumptions underpin this analysis: 

(a) the market margin for second class tomatoes on the average equals 

that of first class tomatoes; and (b) the margin derived from the sale 

of other vegetable produce does not differ significantly from that of 

tomatoes. 

Several points of empirical evidence can be mustered to 

support these assumptions. First of all, many middlemen actually prefer 

to market second class tomatoes because of the imperfections in the 

classification system. It is true that second class produce supplies 

poorer segments of the consuming population, but that fact gives no 

reason to believe that the middleman markets this product at a reduced 

margin. With regard to the second assumption, the decision to market a 

given product mix reflects either a short-run anti-risk strategy or a 

response to buyer needs. The prices for all vegetable products fluc

tuate widely, and middlemen would frequently find a poor market for 

tomatoes but a good one for, say, green peppers, or vice versa. My 

observations, however, lead to a conclusion that on an average over a 

long period of time, differential price variations complement one 

another and margins tend to be equivalent. Were the situation 

otherwise--e.g., green peppers consistently brought higher margins— 

resources would tend to shift toward the higher valued product until 

margins were again brought into equivalency (assuming similar per kilo 
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costs of marketing different products). 

SUBGROUP The returns per trip to the small-volume middleman 

were estimated on a per kilo basis and then multiplied by their repre

sentative per trip volume (Table 35). To allow for the possibility of 

measurement error in wholesale prices and to introduce a higher level 

of sensitivity into the analysis, both average declared and estimated 

gross market margins were used. Because of the intermixture of whole

sale and retail operations in Teresina, estimated gross margins were 

adjusted to account for an average sales mix of 75$ of total volume to 

retailers and 25$ to wholesalers (at a 20$ reduction in price). 

The estimated small-volume returns reveal Teresina and Sao Luis 

middlemen to be making reasonable incomes, while their Fortaleza col

leagues suffer serious losses. In fact, on the basis of the estimated 

gross margins, small-volume middlemen to Fortaleza fail to cover even 

variable costs, which according to economic theory, would eliminate 

these firms over the short-run. That the three middlemen who comprise 

this group are from the municipios of Ubajara and Ibiapina might mean 

that the price paid to their suppliers is somewhat below the MEPRO 

farmgate quotation; but ever a fifty centavo difference would not raise 

their incomes much above the poverty level at which they indeed 

subsist. 

SUBGROUP III. For all markets, the large-volume enterprise 

holds certain advantages over the small-volume subgroup. The estimated 

margins (and the declared margins) easily cover variable costs and 

total explicit costs, while in the cases of Fortaleza and Belem, 
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Table 35. Estimated returns for Subgroup I middlemen (snail volume). 

Estimated Returns for Subgroup I Middlemen 
For tale za Teresina Sao Luis 

Per Kilo 
(Cr 3) 

Per Trip 
(Cr 3) 

Per Kilo 
(Cr S) 

Per Trip 
(Cr S) 

Per Kilo 
(Cr S) 

Per Triii 
(Cr f>)* 

1. Estimated 
Margins -0.24 -720 1.67a 2,505 1.16 2,900 

2. Declared 
Margins 0.15 k50 0.59 885 0,68 1,700 

Sources: SIMA (Servico Nacional de Xnformacao de Mercado Apricola); 
Ibiapaba Middleman Project 

(a) This figure assumes 75# of middleman's cargo was sold to retailers 
and 25?° sold to wholesalers. 
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middlemen fail to cover total implicit and explicit costs (Table 36). 

But while truckownership increases cost structures, it also generates 

an income from haul-back, which are incorporated into estimated 

returns. Truckowners to Teresina purchase manure for resale back in the 

Serra at an estimated profit of 1000 cruzeiros per trip. Since even the 

large-volume middlemen to Teresina rent out part of their truck space 

to other marketers, their revenues are increased by another six hundred 

cruzeiros (2000 kilos at 30 centavos per kilo). Fortaleza middlemen 

also haul manure back to the Serra at an average profit of 1500 

cruzeiros. Sao Luis marketers tend to rent their trucks out on the 

return trip, transporting cement or rice for a freight charge of 3000 

cruzeiros, and Belem truckowners haul back Amazon lumber at an average 

freight charge of 5000 cruzeiros. Interestingly, middlemen consider 

haul-back revenues strictly a contribution to truck costs, rather than 

a more integral part of the entire marketing enterprise. 

SUBGROUP II. The estimated returns Teresina truckowners in 

this subgroup throw still further doubt upon the practice of renting 

out the majority of their cargo space (Table 37). The normal capacity 

of trucks bound for Teresina is approximately 8000 kilos of which 2000 

kilos are marketed by the truckowner. The rest of the load (6000 kilos) 

belongs to small-volume middlemen who rent space at a cost of 30 

centavos per kilo. The average variable cost of transportation to 

Teresina approaches 23 centavos per kilo, which means that the truck-

owning middleman derives a return of only seven centavos/kilo above 

variable costs for the bulk of his load. As the returns analysis shows 



Table 36. Estimated returns for Subgroup III middlemen (large volume). 

Estimated Returns for Subgroup III Middlemen 
Fortaleza Teresina Sao Luis Belem 

Per Kilo Per Trip Per Kilo Per Trip Per Kilo Per Trip Per Kilo Per Trip 
(Cr 8) (Cr 8) (Cr ft) (Cr 11) (Cr S) (Cr #) (Cr S) (Cr «) 

1. Estimated 
Margins -0.08 860 1.69a 10,720 0.88 11,800 0.80 14,600 

2. Declared 
Margins 0.31 3,980 0.61 4,240 0.40 7,000 -0.12 3,560 

Sources: SIMA (Servico Nacional de Informacao de Mercado Agricola); Ibiapaba Middleman 
Project 

(a) This figure assumes 75S» of middleman's cargo was sold to retailers and 25& sold to 
wholesalers. 

ro 
CO 
o 
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Table 37. Estimated returns for Subgroup II middlemen. 

Estimated Returns for Subpyoup II Middlemen 
Fortaleza Teresina Sao Luis 

Per Kilo 
(Cr S) 

Per Trip 
(Cr S) 

Per Kilo 
(Cr S) 

Per Trip 
(Cr S) 

Per Kilo 
(Cr S) 

Per Trip 
(Cr S) 

1. Estimated 
Margins -0.19 -1,1^0 1.63a 3,180 1.28 lo,R?»o 

2. Declared 
Margins 0.20 1,200 0.55 1,020 o.Bo 6,800 

Sources: SIMA (Servico Nacional de Informacao de Mercado Atrricola); 
Ibiapaba Middleman Project 

(a) This figure assumes 7% of the middleman's cargo v/as sold to 
retailers and 255j sold to wholesalers. 
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here, even under the most pessimistic adjustments to the Teresina 

marketing margin the potential profits from marketing one's own product 

far exceed those of transporting someone else's cargo. 

The rationale for this behavior, therefore, must lie in the 

organizational difficulties of resale and in the middleman's preference 

for income stability. This truckowner knows that he can count on an 

income of 1800 cruzeiros regardless of market vicissitudes. Moreover, 

the problems associated with the piecemeal nature of resale and the 

collection of payments make large-volume debulking managerially awkward 

and highly risky. Thus, the truckowner appears to opt for the stabil

ity and security rather than a potentially higher income. 

On the basis of estimated gross margins, Fortaleza middlemen in 

SUBGROUP II barely cover variable costs, while Sao Luis middlemen show 

large profits. For both markets, however, the increase in size of 

operation without incurring the fixed costs of truck ownership have 

economic advantages. Truck purchase promises a potentially higher 

income but also brings greater demands and risks. Again a trade-off is 

apparent. I feel that basically two types of middlemen fit into this 

particular subgroup. Some middlemen (especially to Sao Luis) have the 

financial werewithal to buy a truck, but choose not to do so, perhaps 

because of the additional management that such a step requires. A 

second type, however, find themselves in this subgroup because they 

have not yet accumulated the necessary resources to change the struc

ture of their enterprise, but intend to do so as the opportunity 

presents itself. This latter type describes most Fortaleza and some 
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Sao Luis middlemen in this subgroup. 

Middleman Exploitation. Several observations, if hesitant, 

relate these returns to the problem of middleman exploitation. A com

parison of alternative urban markets suggests that returns to Teresina 

and Sao Luis middlemen are, by any standard, exorbitant when the esti

mated gross margins are employed in the calculation. In view of a 

daily wage of forty cruzeiros an official minimum monthly wage of 

approximately 1600 (at the time of the research), a monthly return to 

Teresina large-volume middlemen of over 60,000 cruzeiros falls subject 

to immediate charges of exploitation. Similarly, the SUBGROUP II 

middleman to Sao Luis with a rather modest working capital of 20,000 

cruzeiros cannot easily justify a monthly income of 35,000 cruzeiros. 

Vlithin the socio-economic structure of the Serra da Ibiapaba, any 

monthly income above 20,000 cruzeiros places an individual well into 

the upper stratum. Even an income of 5000 cruzeiros per month permits 

a comfortable existence in comparison with the majority of the popula

tion. In fact, close observation of living standards soon belies many 

of these results. None of the small-volume middlemen and only a very 

small number of the residual and large-volume subgroups display the 

signs of the wealth that these margins would permit. To the contrary, 

the overwhelming majority of the middlemen lead particularly modest 

lives, for the most part bereft of most of the material goods and 

services (e.g., health care) that such large incomes would provide. 

Consequently, as has been suggested above, I tend to seriously doubt 

the validity of the estimated gross margins for both Sao Luis and 



281+ 

Teresina, and the center of the problem probably rests in a substantial 

measurement error at the wholesaler price level. Indeed, for this 

reason I have included comparative estimates using declared margins as 

a base, and much more plausible and consistent results are obtained for 

both Sao Luis and Teresina marketers. 

Estimated returns to the Fortaleza middlemen in all subgroups 

inspire the conclusion that, integrated urban wholesalers aside, 

middlemen face an extremely competitive market with little bargaining 

flexibility at the wholesale level (one disgruntled middleman who had 

abandoned the Fortaleza market descriptively referred to its wholesale 

sector as a "bunch of mafiosoa"). Some measurement error either at the 

wholesale or farmgate end may be reducing the estimated margin some

what, but I would generally argue that middlemen to Fortaleza must ply 

their trade to its fullest extent in order to survive. 

An intermarket comparison of returns employing estimated mar

gins suggests that the Fortaleza and Belem markets are more competitive 

than Teresina and Sao Luis, a fact which argues against standard 

theoretical expectations since these latter markets have larger numbers 

of buyers and sellers. If, however, these estimated margins are 

correct, Teresina and Sao Luis markets appear open to accusations of 

exploitation. On the other hand, using declared margins in the calcu

lations of returns allows a different conclusion: no middleman from 

any subgroup reaps excessive profits. Those who earn substantial 

incomes do so because of their scale of operation and not because of 

excessive margins. 
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For several reasons I lean toward this latter formulation. Even 

the large-volume middlemen do not evince lifestyles that the estimated 

margins would provide them. Moreover, since the Teresina and Sao Luis 

markets possess a much greater potential under the estimated margin 

calculations, one would expect a flow of resources out of Fortaleza 

into the competing markets. Empirically, however, resources have 

tended to move in precisely the opposite direction. Many Fortaleza 

middlemen operated in and then abandoned the Teresina market, some 

after a period of several years. Three of the five specialized rural 

assemblers in Tiangua were also ex-marketers to Teresina. Most 

middlemen who left Teresina agreed that the danger of losing money 

through delinquent payment is too great and the effort associated with 

the recovery of money and crates too laborious. In informal conversa

tions, middlemen would remark that money could be made in Teresina, but 

the market offers no security. Similar arguments can be made for the 

Sao Luis market. 

An intersample comparison reveals that in every urban market 

the large-volume middlemen enjoy significantly higher incomes. Assuming 

that the true average market margin lies somewhere around the declared 

minimum, large-volume middlemen meet all their costs and realize a 

return of about 20,000 cruzeiros monthly (estimated per trip returns 

multiplied by the number of trips per month). The small-volume middle

men earn more meager rewards: their estimated monthly incomes of 7000, 

3^00, and 6400 cruzeiros for the Teresina, Fortaleza, and Sao Luis 

markets, respectively permit little consumption flexibility beyond that 
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of attending for subsistence needs. Nevertheless, in comparison with 

alternative employments and the average standard of living (based upon 

the Ministry of Labor's minimum wage levels) these incomes lift the 

middlemen into the upper ranges of their particular socio-economic 

stratum. Predictably, SUBGROUP II displays the greatest variability. 

The Sao Luis middlemen with low fixed costs achieve a high standard of 

living at around 25,000 cruzeiros monthly. On the other hand, the 

Teresina truckowners with high indirect and direct costs of truck 

purchase have a significantly lower income. The Fortaleza middlemen in 

this subgroup realize a return of approximately 10,000 cruzeiros, an 

income well within a middle class bracket. 

In sum, therefore, these analyses suggest that at a system 

level this link in the market chain is reasonably efficient and does 

not extract excess profits. While some of the costs appear somewhat 

elevated, the returns to labor, management, and capital investment do 

not exceed the value of the services provided. Certainly, in the case 

of Fortaleza and Belem, market services could not be performed at any 

lesser amount given current technological levels. Reductions in cost 

could be achieved by improving certain technological and organizations 

bottlenecks in the system, but not at the expense of already moderate 

middleman profits. 

Specialized Rural Assemblers 

The specialized rural assemblers also provide their bulking 

services for a reasonable return. The Tiangua group suffers higher 

costs and lower revenues due to the small scale at which they operate, 
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but, at the same time, they face a lower level of risk and rather 

simple organizational requirements. At a gross margin of 50 centavos 

per kilo, the Tiangua assembler earns an estimated monthly income of 

around 3000 cruzeiros, significantly less than they might make 

traveling to Teresina, but free of the risk and instability of that 

market. At the other end of the Serra, the Guaraciaba assemblers, on 

the basis of the same gross margin, earn an estimated monthly income of 

approximately 2^1,000 cruzeiros, a reasonably high standard of living, 

but not an excessive return for the labor and resources Invested. 

Integrated Urban Wholesalers 

The integrated wholesalers in Fortaleza have by far the most 

lucrative enterprises. The complexities of an integrated operation do 

not permit an estimate of total costs and returns, because specific 

cost of production data is not available. Some producers are financed 

by wholesalers in return only for the right of purchase, while others 

cede both the right to market their crop and half the production as 

well (e.g., the sharecropping arrangement). For lack of detailed 

information to sort out these diverse relationships, it is assumed that 

wholesalers acquire all their product at going farmgate prices (in 

Guaraciaba), certainly somewhat of an overestimation for that portion 

of product obtained from profitable plantings under the sharecropping 

arrangement. 

The costs and returns estimated here reflect more directly the 

marketing dimensions of the enterprise, including bulking in the 
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Serra, transportation, and wholesale debulking at the CEASA. For 

these services, the integrated wholesalers gain estimated revenues of 

20,000 cruzeiros per trip and 160,000 cruzeiros per month, a rate of 

return of over B0$ above marketing costs. The size of these returns 

suggests that while Fortaleza wholesalers can significantly reduce 

costs by vertically integrating a production and wholesale activities, 

these benefits do not accrue to either the producer or the consumer. 

Estimated Returns: Summary and Conclusions 

In comparison with the economic alternatives which exist in the 

Serra, the Ibiapaba vegetable market affords its participants a rela

tively high average income. This fact does not, however, imply middle

man exploitation. In general, the size of operation and income increase 

together, but so does the necessity to demonstrate more complicated 

managerial and organizational skills. Similarly, substantial invest

ment in marketing magnifies the risk factor. Furthermore, average 

incomes tend to conceal the fact that a single bad market day can 

decimate the middlemanTs reserve of working capital; a bad week may 

result in a missed truck payment and a large debt. To enjoy the 

potentially attractive returns to marketing, the middleman must be 

prepared to avoid the pitfalls that characterize this system and 

endanger the individual firms. 

In sum, the analysis of costs and returns identified several 

areas in which the market system could be improved, especially with 

regard to the organization of market activities. But no condemnation 

of middleman exploitation at this link of the market system can be 
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sufficiently founded in cost and return data. The returns to market 

services appear to be commensurate with the levels of risks and 

requirements that characterize the different types of firms. 

Svgtem Performance: AllPCative Efficiency 

From a theoretical perspective, middlemen from the Serra have 

four major alternative markets into which they might channel their pro

duce. The decision to allocate resources toward one or another market 

depends upon the cost of moving goods to an urban center and the price 

expected to prevail on that particular market day. In an efficient 

regional market system, the supply of product to alternative markets 

responds to the relative prices in each. An increase in the price of a 

product for one market attracts a greater proportion of the total re

gional supply, forcing up the price in the markets where product volume 

has diminished and concomitantly decreasing the price in the market 

with the augmented flow. In a situation of total and perfect informa

tion, these adjustments occur so rapidly that the price differences 

between any two alternative markets reflect only the differential costs 

of transporting and selling the product. Applying these concepts to 

the Ibiapaba case, the efficient integration of the market would be 

reflected in the ability of the supply region to rapidly respond to 

price changes in the Fortaleza, Teresina, Sao Luis, or Belem markets. 

This response is demonstrated behaviorally by an increased number of 

middlemen traveling to where more favorable prices occur or by an 

increased average volume to that market. 
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Empirically, therefore, price data provide a basis for evalua

ting the allocative efficiency of the Ibiapaba regional system. One 

measure regional market integration is the correlation coefficient. 

Correlation analysis provides a test of the strength of association (r) 

between data sets, i.e., it measures the extent to which these data 

change together. A perfect correlation is expressed by a coefficient 

r = (+/-) 1.0; data sets that are perfectly unrelated have a 

coefficient r = 0. For the Ibiapaba market system, the wholesale 

prices of the four urban markets and the farmgate prices of Tiangua and 

Guaraciaba were set in a correlation matrix. Of the ten possible 

relationships, eight recorded a correlation coefficient above .80, with 

a statistical significance at the ,001 level (with the exception of the 

Belem market, which predictably had a lower coefficient that was less 

significant). A behavioral interpretation of this high degree of 

integration concludes that the frequent coming and going of middlemen 

and the large dependence of the urban market (except Belem) upon the 

Ibiapaba supply transmit price changes rapidly throughout the entire 

region. 

It is possible that a regional market be well-integrated with

out efficiently allocating product among the alternative markets 

(Harriss, 1979) • and this may indeed apply to the Ibiapaba market. For 

each pair of markets (Belem was excluded because of its sporadic acces

sibility), adjustments were made to wholesale prices that accounted for 

the differences of operating in alternative markets. Given these 

adjustments, wholesale prices in an efficient market should be approxi
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mately equal, I.e., the differences between any two markets should 

average out near zero with a relatively low amount of variation. On 

the basis of 18 months of wholesale price data from Fortaleza, 

Teresina, and Sao Luis, the frequency distributions reveal that, for 

every market pair, average differences between markets significantly 

surpass the expected values with very large standard deviations (Table 

38). Only in about 30$ of the cases do differences in wholesale prices 

approximate zero. For 15-2056 of the observations, the differences are 

negative in a magnitude greater than one cruzeiro and in 50—65? of the 

instances, they are positive in excess of one cruzeiro. These results 

suggest that middlemen do not in fact respond to price changes in the 

alternative markets. 

The organizational requirements of this regional system and the 

strategies of individual marketers provide the basis for a behavioral 

interpretation of this inefficiency. In one sense, the market is 

characterized by a certain inflexibility. Even with accurate informa

tion on wholesale prices, middlemen find both organizational 

difficulties and inherent risks of sufficient force to discourage 

experimentation in alternative markets. For example, for a small-volume 

middleman to move from Teresina to Sao Luis in response to a price 

change, transportation must be arranged to the new urban center, never 

an easy task if one's cargo is less than a truckload. Furthermore, the 

middleman must acquire the necessary information ("dicas'1) concerning 

the buying and selling practices prevalent in the new market. This 

move subjects the middleman to both the possibility of losing a regular 



Table 38. Allocative efficiency in the Ibiapaba regional market. 

Differences in Wholesale Tomato Prices 

Adjustment Average Differences Differences Differences 
Factor After Adjustment Near 0 > Cr$ 1.00 

Wholesale Market (Cr$) (Cr$) (?) (%) 

Teresina-Fortaleza .48 1.23 21 79 

Sao Luls-Fortaleza .7^ 1.65 27 73 

Sao Luis-Teresina .26 .96 28 72 

Sources: SIMA (Servico Nacional de Infonnacao de Mercado Agricolaj Ibiapaba 
Middleman Project. 
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clientele In Teresina and the potential danger of dealing with 

strangers in Sao Luis. Under these circumstances, the failure to react 

swiftly to differential prices in alternative markets represents a 

rational calculation on the part of marketers. 

The inflexibility of the market also discourages individual 

middlemen from marketing greater quantities on a given trip. When 

market conditions make the price in a middleman's market especially 

attractive, he finds himself unable to make the desired response. In 

Teresina, where small-volume trade predominates, the low level of 

working capital (in comparison with other markets) forces many marke

ters out of the competition for supplies when scarcities occur. To the 

extent that these small-volume individuals fail to acquire product, 

supply to Teresina dwindles even more, thus exacerbating differences in 

wholesale supply and price. Whereas Fortaleza middlemen can guarantee 

supply through the financing of production, Sao Luis middlemen must buy 

through specialized rural assemblers whose off-season volume diminishes 

significantly. The combined influence of these factors ultimately 

devolves at a level of wholesale supply. 

In an economic sense, therefore, the price system does not 

efficiently allocate supplies among alternative markets. Market sig

nals fluctuate broadly, not unrecognized by middlemen; however, the 

strategies which middlemen employ to enhance the stability of their 

firms also inhibit the easy flow of merchandise between markets. 

Consequently, the marketing margins tend to vary widely between urban 

centers. The correlation of these market margins never exceed 0.4, and 
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in several cases, no significant statistical relationship can be ascer

tained. 

In conclusion, the absence of a regional system responsive to 

price changes in alternative markets must be evaluated in terms of the 

behavioral patterns that characterize middleman strategies. The organi

zational efficiency of the individual market firms, so necessary to 

success in the business, appears at a system level to impede allocative 

efficiency. 

Svstem Performance: PigtribUtional Effects 

From a system-wide perspective, the question of income distri

bution can be considered from two dimensions. In horizontal terms, 

middleman strategies can affect the distribution of farm income among 

producers as a class as well as the distribution of marketing income 

among middlemen as a class. From a vertical dimension, both middlemen 

and producers compete among themselves for the product value, and 

market strategies again determine the nature of this distribution. 

Horizontal Distribution of Market Revenues 

The ability of the Ibiapaba market to accommodate so many types 

of market firms remains its most remarkable characteristic. Within the 

dynamics of this system, the humblest of market firms, with a minimum 

of material and non-material resources, competes in a technical sense 

with the wealthiest of firms. The market thus provides a source of 

self-employment where no others might exist; in fact, outside of agri

cultural production and perhaps shopkeeping, agricultural marketing is 
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the Serra's largest private employer. 

Distribution Among Middlemen. The distribution of market 

income among middlemen follows the economic distribution of resources. 

In this sense, the market serves to reproduce socio-economic relations 

within the society by facilitating the process of wealth accumulation. 

But the Ibiapaba market also provides an opportunity for economic 

mobility: several small-volume middlemen, the lowly "malooueiros", 

have advanced up the socio-economic scale through a judicious use of 

resources and a modicum of luck. They have been able to increase the 

size and scale of their operations and reach a certain level of econo

mic success. Without a structurally stratified system and its lower 

rungs to permit easy entry, such opportunities for mobility would not 

be available. This system level capacity to absorb large numbers of 

basically unskilled individuals and then to provide them the chance for 

professional development cannot be underestimated from the perspective 

of the economic system. 

The issue at hand, then, concerns the eventual fate of the 

Ibiapaba market as it is currently structured. Given middleman strate

gies, what structural changes might be predicted in the market? The 

cost and return analyses have shown that large-volume middlemen have 

the ability to reap considerably higher revenues due to significantly 

lower variable costs and advantages of size. In Sao Luis and Belem, 

small-volume middlemen cannot adequately compete with their large-

volume counterparts, and in Fortaleza, small-volume marketers feel the 

pressure to increase their volume because of a very narrow margin of 
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profit. Even in Teresina, the returns of hauling a larger volume 

surpass those that derive from hauling competing colleagues. 

As the Ibiapaba market has expanded over the last two decades, 

the proportion of large-volume to small-volume middlemen has steadily 

increased. Teresina remains the only real enclave of small-volume 

operations, due to traditional buying habits and a weak wholesale. But 

the tendency toward large volume marketing will grow in the Teresina 

market as the population and its buying power increase, as the struc

ture vof its retail sector changes, and as the wholesale sector 

develops. Indeed, the officials at the CEASA in Teresina have com

mitted themselves to discouraging small-volume trade in favor of 

strengthening its wholesale component. Consequently, forces which 

derive from both the long-run trajectory of the system and the current 

direction of public policy in the marketing sector threaten the con

tinued viability of small-volume middlemen. The marketers themselves 

already sense with apprehension the insecurity of their future, and 

several have expressed to me their readiness to open new markets in 

smaller urban areas in the interior of the region should their partici

pation in the Teresina market decline. 

The decline of small-volume marketing in the Serra will nega

tively affect the distribution of income and seriously limit one of the 

few existing avenues of opportunity. Whether the system benefits from a 

gradual shift toward large-volume marketing will depend entirely upon 

how savings from increases in efficiency are passed on to either produ

cers or consumers. 
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Distribution Among Farmers. Revenues from vegetable farming 

appear to have been favorably distributed among the producing class. 

Farmers with substantial amounts of resources do not necessarily invest 

in large plantings, and small farmers have shown great ingenuity in 

arranging the necessary inputs to plant vegetables. Furthermore, I was 

not able to discern that large farmers had any decided advantage over 

small farmers in dealing with middlemen. In general, the more aggres

sive farmers, large and small, demonstrate the more acute marketing 

skills--with more positive outcomes. 

Large segments of the producing population have enjoyed the 

benefits of vegetable farming through the sharecropper system. But, as 

marketing risks have continued to increase with production costs, 

sharecropper bonds have tended to weaken. The uncertainties of price 

and high costs have combined to-force the producer into a fuller parti

cipation in the production process. The professional vegetable farmer 

in Ibiapaba is rapidly reaching a point where the traditional labor and 

management relationships no longer satisfy the urgent demands of inten

sive agriculture. Through time the proportionate returns to producer 

management expertise (rather than to production inputs) will increase, 

and profits will come to depend more upon the farmer's knowledge of the 

market and of scheduling and less upon the more technical dimensions of 

production. To the extent that the producer becomes more fully involved 

in the management of his farm, the role of the sharecropper will tend 

to diminish, with less favorable distributional consequences. 

Although the increased professionalism of the Ibiapaba vege
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table farmer may portend a gradual disruption of sharecropper relation

ships, the small independent farmer stands to benefit. Contrary to 

Formats model suggesting the eventual demise of the peasantry, there 

has been no indication of a movement towards very large plantings. For 

both small-volume and large-volume middlemen, gardens of one hectare 

provide an adequate amount of produce in a single picking to make a 

satisfactory load, and there is no pressure upon producers to substan

tially increase their scale of production. In short, the specialization 

of small farmer vegetable production appears to be a plausible and 

viable interpretation of the Ibiapaba context. However, to the extent 

that the vertical integration of production and wholesale activities 

gain force in the Serra, the lot of the small producer could change 

with negative distributional results. 

On the other hand, all municipios do not share equally in the 

benefits of vegetable farming. Farmgate prices paid to Guaraciaba 

tomato farmers average approximately one cruzeiro less than prices paid 

to Tiangua farmers, a difference far above the costs of transporting 

tomatoes from the one municipio to the other (as economic theory would 

have it). The lower price to Guaraciaba farmers can be attributed to 

their less advantageous marketing conditions. The predominance of two 

type of buyers—specialized rural assemblers and integrated urban 

wholesalers—reduces the number of alternative buyers; and Guaraciaba 

farmers consequently tend to enter into dependency relationships. In 

Tiangua, the market information disseminated by the MEPRO make Tiangua 

farmers more aggressive and confident bargainers. 
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Even while acknowledging the better prices in the Tiangua 

market, Guaraciaba farmers eloquently justify their reluctance to make 

the 70 kilometer trip to the MEPRO in order to sell their produce. 

Besides the inordinate demands placed upon time, the trip to Tiangua is 

felt to be extremely risky. Guaraciaba farmers do not know the MEPRO 

buyers and can not trust them, and to look for a MEPRO sale means 

losing the security of a complete garden sale with local buyers back in 

Guaraciaba. Finally, even if first class tomatoes sell well, the 

transportation of second class product is prohibitive. Thus the deci

sion to sell in the Tiangua market negates the carefully devised 

strategies of Guaraciaba farmers to insure the sale of their product. 

However, as the market system in the Serra becomes more integrated and 

farmers more professional these distributional inequalities will tend 

to disappear. 

Vertical Distribution 

The long-run effects of current market strategies also 

influence the distribution of product value between producers and 

middlemen. A commonly used measure of vertical distribution is calcu

lated as the percentage share of producers in the final price paid by 

consumers. The Brazilian National Food Company fCompania Brasileira de 

Alimentos—COBAL) estimates that farmers in the state of Rio de Janeiro 

retain 32% of the final value of tomatoes (COBAL, 1979). Weber, et al. 

(1978), have used published price data from SIMA to estimate that 

Ibiapaba farmers receive an average 43? of the price consumers in 

Fortaleza pay for tomatoes. My observations of the market suggest this 
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figure to be somewhat inflated, perhaps because of sampling problems at 

the retail level. I would rather argue that the farmers share of the 

final price for tomatoes averages out closer to 30?, although this 

figure varies broadly as wholesale prices change. 

Whether the producer's share of product value will increase or 

decrease under changing market conditions depends on several variables. 

From one side pressures work to reduce the producer's participation in 

the final price: the tendency toward large-volume marketing restricts 

the number of alternative buyers and limits the effectiveness of compe

titive forces. But similar pressures encourage farmers to become more 

professional in their marketing activities and to seek out means of 

counteracting the power of large market firms. The final result of 

these vertically competitive forces cannot yet be predicted and I 

uneasily comfort myself with the mere speculation of what might happen. 

In the final accounting, of course, marketers must take care to assure 

that the income incentive does not disappear from among their sup

pliers, for this would spell the doom of producer and middleman alike. 

system Performance: Development .and. Prpsreggivenesg 

The potential conflict between efficiency and distributional 

equity in the evaluation of market performance leads to the related 

issue concerning technological and organizational development. Over 

the long run, breakthroughs in technology and more efficient types of 

organization improve the quality of marketing services and extend the 

range while reducing the per unit costs of these services. As the 
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benefits which derive from this process spread throughout the system, 

consumers are encouraged to increase consumption and producers receive 

greater production incentives. In this dynamic fashion, the market 

system grows and develops. 

Traditionally, market analysts have assumed that market pro-

gressiveness requires an increase in the capital/labor composition of 

market firms with a concomitant increase in the size of operation. 

Theoretically, the competitive market firm, in its maneuvering for 

larger shares of the market, strives to develop ever more efficient 

means of providing market services. Technical advances and economies 

of size and scale produce the lower costs so necessary to the dynamic 

growth of the system. Under competitive pressure from similar firms, 

cost reductions flow back to the farmer in the form of better farmgate 

prices and forward to the consumer in the form of retail savings. 

The question to be investigated in the case of the Ibiapaba 

marketing system is whether technological improvements have occurred 

and whether the resultant savings have reached producers and consumers. 

The major modifications in this system have been organizational: a 

gradual shift from small-volume to large-volume enterprises and the 

emergence of both specialized rural assemblers and integrated urban 

wholesalers. Although firms have increased in size and scale (engen

dering the expected decrease in variable costs), there is no evidence 

that these benefits have accrued to anyone but the firms themselves. 

The very strategies which larger firms adopt to increase their share of 

the market (e.g., the financing of production) place farmers in parti
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cularly poor bargaining positions. 

Other indicators of progressiveness involve technological 

changes rather than organizational rearrangements. The gradual adop

tion of the plastic crate will vastly improve the handling and 

packaging problems which surrounded the use of the jaca, substantially 

reducing possibilities of fruit damage. A partial estimate of the 

benefits to individual middlemen was presented above, but whether these 

benefits are passed along to producers and consumers has yet to be 

determined. At a system level, the use of the plastic crate--by 

enhancing the quality of the product which leaves the Serra--could 

increase the participation of the Ibiapaba vegetables in the Belem 

market, now supplied principally by Sao Paulo. Furthermore, the crate 

could lead to a more discerning and regular system of classification as 

well as less fruit damage. 

Such advantages notwithstanding, the process by which the 

crate was introduced to the Serra holds telling implications for tech

nological development within the Ibiapaba market. Although (especially) 

large-volume middlemen have reaped benefits of adopting the plastic 

crate, this innovation did not originate with the resource-strong 

intermediary but through the initiative of the MEPRO, which subsidized 

the initial purchase.. Market progressiveness in Ibiapaba becomes of 

question of which subsector in the market system will initiate and 

finance technological changes, particularly those which entail large 

capital outlays and long-run returns. In general Serra middlemen (with 

the important exceptions of the integrated wholesalers and some large-
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volume marketers) do not possess the necessary resources to make large 

investments in improvements that do not have immediate results. Of all 

participants in the market system, the wholesale sector appears to 

control the capital necessary to promote technological advances; 

however, under conditions of imperfect competition, wholesale firms 

feel no pressure to seek out the cost-cutting alternatives that result 

in an improved market system. Thus, while the Ibiapaba market has 

instituted certain organizational changes directed toward the speciali

zation of market functions, it has yet to demonstrate that dynamic 

progressiveness that stimulates technological change and market 

development. 

Svstem Performance: Trust In the Traditional Market 

The importance of trust to the smooth operation of a market 

system has seldom been recognized, yet can never be underestimated. 

Each market transaction involves a vertical relationship in which both 

sides commit themselves to the exchange of specific goods meeting 

specific criteria. In the typical exchange, a certain volume of a 

given product of specific quality is delivered for a certain amount of 

money to be paid under specific conditions. In a market characterized 

by trust, the quality and the weight of the product are assumed to meet 

pre-determlned conditions and the payment is expected to be forth

coming. But in a market where distrust rules, the product must undergo 

time-consuming inspection, and costly payment collection procedures are 

adopted to avoid losses through default. 
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The regional Ibiapaba market system is marked by substantial 

distrust in most vertical activities. Classification is by Inspection, 

a given volume of product is weighed several times during its movement 

through the system, and unscrupulous practices make market payment 

difficult. Besides these immediate effects, distrust also raises 

barriers to entry in the market, while placing a high premium on 

experience. The unsuspecting novice in the market system easily falls 

prey to the "traps" which characterize the buying and selling of vege

tables. This fact, of course, further promotes the distrust and 

suspicion that pervades the system. 

Conclusions; Competition in the Ibiapaba Market 

As this chapter has traced the effects of behavioral strategies 

upon different performance criteria, a substantial amount of variation 

has been identified in both the economic efficiency of distinct market 

channels as well as in the distributional effects of different strate

gies. Underlying this variation in performance indicators is an 

inevitable suspicion that the level of competition also varies through

out different levels of the system. 

Thus, an evaluation of Ibiapaba market performance ultimately 

argues for a reformulation of some of the traditional indicators of 

competition. As the originator of a still widely accepted school of 

thought, Bain tied the concept of competition directly to structural 

criteria: the number of buyers and sellers in the market, conditions of 

entry, and product specialization. However, the analyses presented 

here suggest that competition can be best understood by reference to 
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the conduct variable, which occupies a much more active and independent 

role than Bain initially assigned it. Conduct contributes critically 

to the specific nature of the competition which characterizes a given 

market. And, following a theme reiterated in the course of this 

study, where different market strategies are employed, distinct compe

titive conditions prevail. 

Competition in the Ibiapaba market can be shown to vary along 

several distinct dimensions: from urban market to urban market, from 

one sector of the system to another, and from one farmgate area to 

another. In reality, of course, these dimensions are interrelated so 

that vertical market relationships affect the horizontal and vice 

versa. 

At all links of the market chain, participants adopt strategies 

which, in effect, "personalize" the market. To assure the sale or 

resale of their products, market participants seek out vertical 

relationships which maximize the possibility of sale, but which tend to 

reduce the level of competition. 

The effects of this process become immediately obvious in a 

comparison of the Guaraciaba and Tiangua production areas. The analy

sis of farmgate prices demonstrate that Guaraciaba farmers receive a 

consistently lower price for their product. The presence of the MEPRO 

in Tiangua certainly explains part of the relative advantage of the 

farmer in this municipio: his superior access to price information 

gives him a base upon which to establish a bargaining strategy, and the 

concentration of buyers under one roof can result in periods of intense 
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buying competition. Also, the small-volume buying stategies of Tiangua 

middlemen also encourage direct contact with the farmer, which provides 

the latter a better feeling for market conditions. 

In Guaraciaba, on the other hand, the producer's fear of not 

selling his product as well as his general ignorance of market condi

tions leads to strong ties with buyers. Guaraciaba middlemen have 

"divided" the market up to the extent that each retains a specific set 

of suppliers as steady customers. Furthermore, the emergence of spe

cialized rural assemblers as a behavioral response to bulking 

necessities has further reduced the number of effective alternative 

buyers with whom the Guaraciaba farmer can deal. 

A similar pattern is discerned at the wholesale level of the 

market. The competitiveness of the wholesale sector directly 

influences the level of competition throughout the system. In Forta-

leza, the urban wholesalers enjoy oligopsonistic powers and in all 

respects hold the upper hand in transactions with the Serra middleman. 

As a response to this situation, Serra intermediaries seek out strong 

relationships with individual wholesalers as a type of resale 

insurance. The effects of this strategy further limit the competition 

at the wholesale level and encourage the middleman to improve his 

bargaining position back in the Serra through strategies which nega

tively affect competition there (e.g., financing production, taking 

product without a price, defaulting on payment, and others). 

In Teresina, large numbers of buyers and sellers and the ease 

of entry approximate this market to the theoretical model of perfect 
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competition. Organizational difficulties of resale and payment, 

however, prompt middlemen to carefully select and maintain groups of 

buyers and to exact higher prices from those who are not steady custo

mers. The margin analysis for this market suggests that the large 

number of sellers does in no way make Teresina a buyerfs market. 

Similarly, the fact that middlemen in Sao Luis have informally selected 

days of market entry in such a way to limit the per day volume has 

worked to keep wholesale prices (and market margins) high. 

I thus draw two conclusions. Competition holds the key to 

understanding both present processes and probable long range tenden

cies of the Ibiapaba market. Whether farmers share sufficiently in the 

fruits of their labor, whether technological and organizational 

improvements in marketing procedures bring benefits to consumers and 

producers, whether middlemen survive or fail all depend on the competi

tive forces in the market. But these forces are conditioned not so 

much by structural criteria as by the behavioral strategies which 

participants devise to meet system exigencies. 

Second, competition blindly creates victims as well as victors. 

Thus, to achieve distributional goals, while maintaining acceptable 

levels of efficiency, competitive forces may have to be selectively 

redirected, perhaps through cooperative organization or through public 

policy. How competitive forces are maneuvered represents a decision 

based upon the specific ordering of socio-economic priorities which 

characterize a given economic system. 



CONCLUSIONS: MARKET AND MARKET POLICY IN IBIAPABA 

In the course of its short history, the Ibiapaba vegetable 

market has demonstrated an almost overwhelming capacity for diversity. 

The oldest market module, to Teresina, consists of many small-volume 

middlemen supplying a multiplicity of urban retailers. Teresina 

middlemen have limited capital reserves and comparatively high costs 

(due to payment default, stay-over expenses, and value-added taxes), 

but maintain reasonably successful firms. The Fortaleza market is 

served by three distinct modules: a supermarket link which bypasses the 

urban wholesale sector; large-volume (SUBGROUPS II and III) middlemen 

who supply a limited number of urban wholesalers; and backward inte

grated urban wholesalers who plant and finance production in the Serra. 

Although some small-volume middlemen still operate in the Fortaleza 

market, large-volume transactions dominate. Finally, Sao Luis and 

Belem are supplied by large volume middlemen who purchase their product 

from specialized rural assemblers in the Serra and sell to well-

established wholesalers in their respective urban centers. In Sao 

Luis, the problem of stay-over expenses increases the cost of working 

in this market; in Belem, payment default has assumed crisis propor

tions. As I have attempted to show historically for the marketing 

system of the Serra, this diversity reflects the ability of individual 

inhabitants of the Serra to take advantage of opportunities in the 

socio-economic environment, 
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The detailed analysis of the Ibiapaba vegetable market with 

which the reader has become familiar must now harken back to issues 

raised in the introductory chapter. In reality, two interrelated per

spectives, one theoretical and the other developmental, help to orient 

the trajectory that this study has taken. As the original hypothesis 

queried, does the Ibiapaba market provide a channel for capitalist 

accumulation which by its own logic spells the doom of its small-volume 

participants and perhaps of the small producer? And in a development 

framework, does the evolution of the market with its tendency toward 

increasing size better meet the needs of rural producers and urban 

consumers, despite distributional shortcomings? In terms of this lat

ter perspective, the analysis must deal not only with the specific case 

of Ibiapaba, but also with a more general issue—still unresolved 

theoretically—of the trade-offs between growth and equity. In this 

summary chapter, these questions will be directly confronted with the 

results of the previous chapters and then placed within the context of 

public policy in the marketing sector. 

Market Dynamics In Retrospect: Some Conclusions 

I have argued that long range trends of the market system can 

be known through a careful analysis of the short-run strategies of its 

participants. In this sense, the market constitutes an arena, rife 

with the perils of potential loss, where individuals develop and test 

their organizational responses. Some emerge victorious, while others 

are forced to abandon the struggle. The constant modification of these 

strategies at a behavioral level provides the market its dynamic force, 
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and with time, the logic of the short-run results induces significant 

changes in the system itself. 

Many short-run responses to Ibiapaba market conditions have 

been identified. For producers and middlemen alike, the major market 

concerns involve (a) the necessity of making a successful transaction 

on a regular and scheduled basis in the face of highly variable prices, 

and (b) payment security. The successful farmer consistently has 

product for sale during periods of favorable prices; the successful 

middleman regularly provides urban buyers with an adequate supply. The 

problem, simply stated, becomes one of maintaining routine where varia

bility rules. To accomplish this constancy, market participants must 

rely upon the efficacy of their organization. This study has attempted 

to determine whether one or another subgroup of producers or 

(especially) middlemen display superior forms of organization, and if 

so, what might be the consequences of this differential success. Let 

us, therefore, begin with the most specific of the conclusions reached 

by this study in order to understand the logical implications for more 

general issues concerning Ibiapaba development and the agricultural 

future of the Northeast of Brazil. 

1. In its present state of change, the Ibiapaba vegetable 

market offers economic opportunity to individual representatives of all 

the socio-economic strata of Ibiapaba society. Currently the system 

of market channels which deliver produce to alternative urban markets 

displays such a wide range of variation that essentially anyone with a 

minimum amount of capital and modicum of commercial ability can enter 



311 

the market. Indeed, market participants have come from many different 

walks of life and all classes of society. Furthermore, once in the 

profession, an Individual has the opportunity for mobility, to improve 

his position through an astute selection of organizational strategies 

and judicious control over resources. In short, the Ibiapaba vegetable 

market does not prohibit any particular socio-economic class from 

participation, but rather accommodates all. This terms of regional 

development, this conclusion implies that its present stage, the Ibia

paba market has a positive effect upon income distribution in the 

region. Estimated incomes for the large number of small-volume middle

men do indeed show that the market offers a significant source of 

employment to a socio-economic stratum with few economic alternatives. 

2. The basic selective factor deciding the success of market 

individuals lies not in the size of capital reserves, but in the 

ability of marketers to solve organizational problems in a systematic 

and perfunctory fashion. Informal conversations with former marketers 

who had abandoned the profession reveal that large- as well as small-

volume middlemen suffer failures, and both groups for the same reasons: 

the inability to counteract market risks through superior organization. 

The most effective strategies of middlemen involve the capability to 

take advantage of a favorable bargaining position with producers as a 

means of securing supply at advantageous prices. Among such strategies 

I include the financing of production, the establishment of freeues 

relationships, and the taking of product without setting a prior price 

fno apurado) or on credit ffiado)r only to set price and payment condi
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tions after resale. However, the advantages which Serra middlemen enjoy 

at the farmgate level quickly disappear at the urban wholesale level 

(except, of course, for the integrated urban wholesalers). In the 

urban markets, especially Fortaleza and Sao Luis, the arriving middle

men toil under a similar battery of fears that Ibiapaba producers face: 

the insecurity of resale and payment. In the urban context the middle

men seek out steady buyers and establish similar frecues relationships 

which entail a loss of bargaining power in exchange for greater 

stability and security. It is because of the uncertainty which charac

terizes the urban wholesale transaction that Serra middlemen feel the 

pressure to press their advantages in dealing with Ibiapaba producers. 

The vegetable farmer in the Serra also reduces risks through 

the formulation of organizational strategies. In fact, successful 

vegetable farming to has become increasingly dependent on the farmers' 

marketing competence. Whereas the subsistence farmer could measure 

success by the size of his harvest, the professional vegetable producer 

must critically plan his time of harvest. Ibiapaba farmers demonstrate 

a growing awareness of the need to schedule their plantings so that 

harvests coincide with probable periods of high prices. This additional 

"input" into the production process varies directly with the farmers' 

knowledge and comprehension of the market and its internal dynamics. 

An understanding of the market system rather than comparative sizes of 

plantings and resources, will sort out the successful Ibiapaba produ

cers through time. 

3. The growth of the market will tend to diminish the role of 



313 

small-volume middlemen. This conclusion is based upon both organiza

tional and financial criteria. Although the Ibiapaba vegetable market 

presently accommodates many different levels of operation, the dynamics 

of the system point toward a gradual marginalization of the small-

volume middleman through the process of competition over market shares. 

The total amount of product available to Ibiapaba middlemen is limited, 

especially during periods of scarcity, and the middlemen are forced to 

compete over their respective shares of product. The analysis of beha

vioral strategies designed to secure one's share of the market 

demonstrates that large-volume marketers have at their disposal a much 

greater range of effective behavioral responses. The financing of 

production and the ability to pay cash for product are effective supply 

strategies unavailable to the small-volume subgroup. The budget and 

margin analyses argue further for the economic advantage of increasing 

the size of operation. There are obvious benefits to be obtained by 

the purchase of a truck and the increase in the scale of the firm, and 

middlemen readily acknowledge these possibilities of advancement. Not 

only does a large proportion of the interviewees claim to hold the pur

chase of a vehicle as a major business objective, many large-volume 

marketers have in fact worked their way up from small-volume opera

tions. Thus the tendency toward large-volume marketing and the use of 

large-volume strategies can only spell the demise of the small-volume 

middleman. 

Because of its weak wholesale sector and it atomistic pattern 

of retail selling, Teresina provides the major haven for the small-
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volume enterprise. Even here, however, experimentation with large-

volume marketing has occurred, with very positive results for this 

middleman subgroup. Furthermore, attempts by the CEASA in Teresina to 

shore up its wholesale sector forebode a bleak future for small-volume 

marketers. There can be little doubt of the increasing pressure—both 

external (public marketing policy) and internal (increases in urban 

population and income)—for Teresina to reorganize its wholesale and 

retail sectors along lines that would favor the large-volume marketer. 

To the extent that the market reacts to this pressure, less "room" 

becomes available for the small-volume operation. 

Growth and Eoualitv In the Ibiapaba Market 

This study has suggested that the performance of the Ibiapaba 

market through time—given current strategies—can be summarized in 

terms of a trade-off between market growth and middleman (and producer) 

equity. Of course, this problem has both theoretical and practical 

dimensions. With regard to the former, I contend that my model of 

market behavior has delineated the penetrative process by which capi

talism reaches into peasant society, fomenting accumulation here or 

there and directing its remarkable energies toward growth. But in 

practice the beneficial economic effects of market evolution may incur 

serious social costs through employment loss to small-volume middlemen 

and the possible deterioration of producer bargaining power. The 

magnitude of these costs depend on the structure of competition which 

emerges with the development of the market. Data from the Ibiapaba 
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market suggest that Tiangua producers, who constitute the principal 

source of supply for the small-volume middlemen to Teresina, obtain 

consistently higher farmgate prices than do the producers from Guara-

ciaba do Norte, who supply large-volume channels to Fortaleza, Sao 

Luis, and Belem. The seemingly more competitive situation of the 

Tiangua-Teresina module promotes a more active bidding for product 

shares and tends to reduce the effects of price concealment strategies 

on the part of these middlemen. Most likely, changes in the structure 

of the Teresina market toward a pattern of predominantly large enter

prises will reduce the number of alternative buyers and alter the 

nature of competition. 

Over the last decade, the Fortaleza tomato market has grown 

much faster than the relatively stable Teresina market. It is possible 

that the nature of small-volume marketing does not stimulate market 

growth as effectively as a large-volume structure does. Weber (personal 

communication) feels that growth is in fact predicated upon the emer

gence of large-volume entrepreneurs whose efforts work to provide 

produce at a lower cost, thus encouraging urban demand, and data from 

Ibiapaba does suggest such a correlation between growth and size of the 

marketing operation. The practical trade-off, then, involves the 

possible consequences of growth upon available employment levels in the 

region, and upon the extant level of competition, the major ally of 

Ibiapaba producers. 

Growth, Equity, and Effective Competition 

In the context of the Ibiapaba market, the commonly-held link 
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between structural criteria of a market and its level of competition 

cannot be corroborated. The tendency of middlemen to form fregues 

relationships, to specialize geographically! and to finance production 

reduces the number of effective buyers available to a given producer, 

even though the total number of buyers may be large (as theory would 

insist). Conversely, a reduced number of buyers might not necessarily 

result in poor competition. As long as the possibility of collusion 

between buyers remains remote, an effectively competitive market can be 

maintained. And although the competition may be weak within a given 

market module {e.g., the integrated urban wholesalers), the competition 

between modules over proportionate shares of market product can be 

intense. In short, it is not the absolute number of buyers and sellers 

but rather the number of effective alternatives in a market that sets 

the level of competition. 

What level of effective competition reigns, therefore, in the 

Ibiapaba vegetable market? I have chosen to investigate this question 

using both qualitative behavioral and quantitative price and cost data, 

and the results suggest that levels of effective competition vary at 

different links of the market chain. 

Competition at the Farmgate. A comparison of the farmgate 

prices in the two municipios sampled reveals that Guaraciaba producers 

do not enjoy the bargaining power of their Tiangua counterparts. 

Behavioral data support the price analysis: the tendency to form depen

dency relationships, the predominance of middlemen financing, and 

inadequate access to market information all restrict the range of 
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marketing alternatives open to Guaraciaba farmers, while the presence 

of the MEPRO in Tiangua maximizes the flexibility of producers there. 

Competition Among Middlemen Urban Markets. A comparison of 

the different market modules to urban markets does not present totally 

unambiguous results. First, each market has developed its unique 

structural and behavioral characteristics, and such variability pre

vents facile intermarket generalizations. Second, within some markets, 

there operates more than one type of enterprise (or "module"), and 

conclusions regarding the nature of Individual markets must be tempered 

by this intramarket variability. 

These difficulties notwithstanding, certain comparisons can be 

supported from the analyses and observations of middleman behavior: 

a. In the Fortaleza market, three different modules compete: middlemen 

who sell to urban wholesalers, integrated urban wholesalers, and 

middlemen who supply Fortaleza supermarkets. The cost and returns 

analysis suggests that middlemen selling to urban wholesalers face a 

very competitive market with market margins near the breakeven point. 

Behaviorally, this result is confirmed by high turnover of middlemen--

both large and small--to this market. On the other hand, there is 

little evidence that integrated urban wholesalers face significant 

competitive pressures at either supply or resale ends of their opera

tion. Their margins are large and their incomes high. Finally, the 

middlemen who supply Fortaleza's supermarkets enjoy an advantageous 

situation at the resale end (usually receiving a somewhat higher price 
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than that paid by urban wholesalers), but feel great pressure to 

satisfy their exigent customers with a regular, quality supply. The 

highest farmgate prices recorded at the MEPRO have been paid by these 

middlemen. Thus, with the exception of the integrated urban whole

salers, Fortaleza middlemen work under strong competitive conditions, 

especially at the supply end. 

b. In Teresina and Sao Luis, cost and returns analyses belie the 

behavioral evidence for competition. Especially in Teresina, market 

margins are high despite behavioral indicators to the contrary: parti

cularly, the fact that most Serra marketers to this market live on the 

edge of poverty. My observations of this market are much more consis

tent with a cost and returns analysis based upon declared rather than 

estimated market margins, in which case, a conclusion of strong compe

titive forces is permissible. In Sao Luis, large-volume middlemen 

(SUBGROUPS II and III) predominate, and the market does not allow easy 

entry. I would argue that competitive levels are lowest in this market. 

c. Belem middlemen are very competitive at the supply level and 

periodic opening of this market to Ibiapaba supply channels always 

results in an improvement in price. Tomatoes to Belem usually provide 

the farmer a slightly higher price. 

d. The competition between different types of enterprises to different 

markets tends to raise farmgate prices; however, two organizational 

changes in the Serra entail opposite tendencies. The rise of the 

integrated wholesaler and the increasing importance of the specialized 

assembler reduce effective competition within and between modules at 
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the supply level of the system. Again the price data from Guaraciaba 

corroborate this argument. 

Competition Between Urban Wholesalers. The least degree of 

effective competition is found within the wholesale sector in the 

markets of Fortaleza, Sao Luis, and Belem. From especially advanta

geous positions within their respective CEASA's, wholesalers can 

dominate the entire system. They set prices to both supplying middle

men and to their retail customers, and they face comparatively low 

investment demands as well as low risk levels. Their behavioral stra

tegies allow them to transfer inherent market risks back upon 

suppliers. Consequently, middlemen who face highly unfavorable whole

sale situations are encouraged to develop their wiles in transactions 

with their suppliers, i.e., farmers or specialized assemblers. 

Equity and the Process of Accumulation in Ibiapaba 

This study helps to identify further dimensions of the growth 

and equity conflict. The logical course of events described by my 

model of peasant market dynamics and exemplified by the Ibiapaba market 

involves a process of accumulation in an increasingly capitalist sys

tem. This study has reiterated the organizational and economic 

attractiveness of increasing the size of the market enterprise. The 

Introduction of a cash crop with a vigorous market generates income 

within a region. As income becomes more available, outside resources 

are drawn into the market system and new combinations of resources 

within the market emerge. Wealthier inhabitants, notably truckowners, 
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apply their capital toward marketing, while at the same time small 

marketers within the system employ their profits toward modifying the 

structure of their firms. In short, the cash crop occasions capital 

formation within the marketing sector. 

The process of accumulation in the Iblapaba vegetable market 

follows the scenario outlined by Forman and Riegelhaupt (1970) for the 

rest of Northeast Brazil. Indeed the data here support their conten

tion that the "rationalization" of the distributive sector fosters the 

rise of large-volume middlemen. However, their conclusion that capital 

investments in the distributive sector must entail commensurate 

investment in the productive sector apppears not to be borne out, for 

the pressure toward large scale production cannot be empirically veri

fied in Ibiapaba. Serra vegetable farmers prefer to maintain planting 

sizes relatively low (less than two hectares) because of the high risks 

associated with the production and marketing. Assemblers also find 

this size of garden convenient in that a single picking during peak 

harvest is sufficient to bulk a truckload, the functional unit of 

purchase. In fact, assemblers and other middlemen prefer to maintain a 

larger number of small or medium-sized producers available so as to 

increase the chances of a constant and regular supply. Thus, the 

potential for accumulation derives more from a firm control of supply 

sources rather than the reduction of assembly expenses, the latter 

being an important element in the Forman and Riegelhaupt argument. If 

any production trend can be discerned, it is one of the specialization 

of vegetable production in the hands of the smaller producers, who 
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appear more willing to assume the risks of production. 

That a change in the scale of production has not occurred does 

not mean to imply that the modernization of the marketing sector will 

have no effect upon Ibiapaba farmers. To the contrary, the important 

social relationships that formed the bulwark of ti traditional agri

cultural system and which were initially adapted to vegetable 

production show signs of weakening. The close sharecropper-landowner 

relationship which defined mutual rights and obligations designed to 

enhance the survival of the system has poorly withstood the financial 

risks of intensive agriculture. Evidence from both Tiangua and Guara-

ciaba indicates that the landowning producer increasingly prefers a 

salaried participation on the part of his tenants, thus relieving him 

of the necessity of sharing profits. Even for non-tenant landless 

producers, access to production resources comes increasingly through a 

cash rental agreement rather than through a traditional sharecropping 

arrangement. 

In part, this shift away from traditional ties to those based 

upon more formal, impersonal economic agreements illustrates another 

effect of the penetration of capital. And again, the issue of growth 

versus equality comes forestage. The vegetable farmers of Ibiapaba 

have gradually come to realize that management and organization consti

tute extremely critical inputs into the production process. These 

skills involve the understanding of market dynamics and require the 

formulation of explicit planting and selling strategies. Since these 

types of decisions are not usually made by the sharecropper (whose 
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administrative contribution is the management of labor), the landowner 

is forced to take a more direct participation in the entire production 

activity. On the one hand, the landowner tends to become more profes

sional and heightens his chances for a successful planting by 

coordinating an optimum size of planting with effective scheduling. On 

the other hand, the tenant sharecropper finds himself relegated to the 

position of labor foreman, no longer the recipient of half the fruits 

of his labor. But by remaining a tenant, he has but scarce opportunity 

to apply his planting skills independently. His wages, more often than 

not, are barely subsistence level. 

In summation, this study has identified several problem areas 

that relate to economic and technical efficiencies, growth, and the 

distributional impact of the Iblapaba vegetable market. First, farmers 

and consumers shoulder the costs incurred from payment defaults, stay-

over expenses in urban cities, and expensive handling and packaging 

practices. Second, the natural evolution of the market portends a hap

less destiny for the many small-volume marketers of Ibiapaba and per

haps for small farmers unable to muster sufficient bargaining force. 

These are problems I now consider within the context of public efforts 

to improve the vegetable marketing sector. 

Mli£ Policy in Marketing 

Few officials would agree, nor would it be politically feasible 

to assert, that the marketing sector is best left alone, free of public 

intervention. As in other countries, Brazil looks suspiciously at its 

agricultural marketers when either farmers or consumers remonstrate 
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current levels of prices. Accordingly, intervention of one type or 

another has traditionally characterized the official stance on market 

assistance. In some parts of the country, public agencies have 

actually assumed marketing functions, in both wholesale and retail 

sectors. However, this analysis of the Ibiapaba market clearly sug

gests that no public entity could perform the marketing functions quite 

as efficiently as the Serra middlemen do. These marketers demonstrate 

a professional dedication and a willingness to weather long uncomfort

able hours without paid holidays and vacations in order to protect 

personal Interests. These qualities, along with a creative ingenious-

ness in responding to market problems, make the private middleman much 

more effective than the public bureaucrat. Nonetheless, the public 

sector has a role in the shaping of market policy, and that role has 

been exercised in the case of the Ibiapaba market. I would like to 

consider major focusses of such action. 

CEASA fcentrais sXs. Abastecimentp? 

The public system of central wholesale markets has invested 

heavily in fruit and vegetable marketing in the region supplied by 

Ibiapaba producers. As previously mentioned, each urban market in the 

Ibiapaba supply area has a CEASA, wherein wholesale activities are con

centrated and to some extent regulated. Most policy directives 

affecting Serra middlemen and urban wholesalers emanate from the 

administrative offices of the CEASA's. 

The CEASA system represents an indirect type of intervention 
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into the wholesale sector. The physical concentration of wholesale 

activities is meant to (a) enhance the level of competition, (b) elimi

nate major sources of distrust: payment default, dishonest weighings, 

and inconsistent prices, and (c) control the quality of produce as well 

as the sanitary conditions under which it is marketed. Despite these 

laudable objectives, the CEASA^ have found parts of their policy 

misguided and hard to enforce. 

Although the CEASAfs have relocated wholesale activities to 

single physical locations in their respective cities, the increased 

competition among urban wholesalers has not obtained. As this study 

has shown, the risks and uncertainties associated with marketing have 

prompted Serra middlemen (and other suppliers) to form exclusive rela

tionships with individual wholesalers in such a way that the number of 

effective buyers is vastly reduced. As Serra middlemen trade bargain

ing power for security of sale, entry into the market becomes difficult 

for both aspiring wholesalers and new suppliers, since even the offer 

of more attractive prices will not easily break up these established 

relationships. In this sense, effective competition was not intensi

fied by the implantation of the CEASA system. 

Similarly, the channeling of all vegetables through a single 

physical location provides the urban wholesalers with the best possible 

market information. A skillful wholesaler can easily estimate the 

entire supply available in a CEASA on a given market day. And the 

close proximity of wholesalers to one another allows for frequent 

communication and discussion over appropriate price levels, which 
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indeed occur. Consequently, the CEASA's have created a set of condi

tions which give wholesalers a comparative advantage over marketers at 

other points in the marketing chain. There is, as yet, no evidence 

that this advantage is passed on to consumers or producers. 

This study has identified payment default &-s a serious problem 

in Teresina, Sao Luis, and Belem. In fact, middlemen frequently com

plained of the presence of "thieves" in the CEASA's, i.e., unscrupulous 

buyers with an array of strategems designed to entrap unsuspecting 

middlemen. In general, the administrators of the CEASA's have no 

mechanism to control the flow of informal credit between buyers and 

sellers nor do they have a set of sanctions to discourage the abuses of 

this credit system, that is, non-payment. In the same vein, there is 

no effective policy for enforcing standards of product quality and 

hygiene. 
y • 

The CEASA's have not succeeded in achieving many of their 

objectives. However, the imposition of a central organization upon the 

wholesale sector does hold the potential for the effective implementa

tion of a marketing policy. My recommendations to the CEASA in 

Fortaleza have attempted precisely to take advantage of this centrality 

of operation: the institution of a system of official credit forms to 

discourage default; the registration of all users of the CEASA in order 

to systematically document complaints of dishonesty; and the hourly 

dissemination of wholesale prices during the process of price forma

tion. More general recommendations are included below. 
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SIMA (Servico Nacional ̂  InfprmaoaP Meroado Acrioola^ 

Although part of the Ministry of Agriculture, the National 

Agricultural Information Service is housed within the CEASA's and in 

the MEPRO in Tiangua. Daily bulletins publish wholesale prices for 

fruits and vegetables in the major regional and national markets. 

Bimonthly farmgate prices and monthly retail prices are also published. 

The major objectives of this agency aim toward the improvement of the 

bargaining power of more isolated participants in the market 

(especially producers), and at providing the wholesale sector with 

information regarding prices in alternative markets. In the latter 

case, it is thought that an urban wholesaler, noting a large price 

differential in a given market, will react to the profit opportunity by 

sending product to the most favorable market. In this way the regional 

market system will enhance allocative efficiency. 

Although SIMA's efforts have increased the flow of price infor

mation throughout the Ibiapaba market, several problems have attenuated 

the desired effects among farmers. First, prices at the wholesale and 

farmgate level are not always accurate nor consistently sampled. Many 

of the SIMA personnel do not have an adequate comprehensive of the 

price formation process and may unsuspectingly gather misleading infor

mation. This problem could be resolved through a more assiduous 

gathering process and a more ambitious training program. A second 

problem requires a redirecting of SIMA policy. Farmers in Ibiapaba in 

the majority openly express their interest in the dissemination of 

market prices through the local radio station (in Sao Benedito). This 
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information includes wholesale prices of the previous day and the 

farmgate current price at the Meroado do Produtor. Although farmers 

listen faithfully to the quotations, they have no complementary infor

mation upon which to interpret the meaning of these prices. Hence, 

producers can not effectively use this information to guide their 

marketing decisions. Finally, the SIMA objective to use prices as a 

mechanism for stimulating the efficient allocation of product among 

alternative markets has been shown to have little hope of success, 

given the current strategies which define middleman behavior. The suc

cessful supplier of an urban market must "specialize" in that market in 

the sense that he must identify honest buyers and acquire the appro

priate knowledge regarding the customs particular to that market. To 

enter a market on the basis of price alone is considered by the 

middlemen to be a foolhardy action. 

MEPRO (Meroado ProdHtor) 

The Farmers' Market in Tiangua has had a very strong influence 

upon farm level marketing in the Serra. The publication of prices and 

the concentration of many buyers in a single physical location has 

increased assembly organization and competition in the Tiangua area. 

The MEPRO also acts in a minor way as a marketing agent, buying product 

for resale to transporting middlemen. Host effectively, however, the 

MEPRO has provided producers a central location which facilitates the 

meeting of buyers and sellers and where market information and orienta

tion are readily available. The fact that many middlemen prefer to 

make their purchases away from the MEPRO, where farmers do not have 
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immediate access to market assistance, supports the argument that MEPRO 

has had a beneficial effect. I found Tiangua farmers much more astute 

and more aggressive than those from other areas of the Serra. 

Middlemen have also reaped benefits from the presence of the 

Mercado. Telex and telephone access allows the middlemen to check on 

prices in the wholesale markets, thus improving the information flow 

throughout the system. Also, the MEPRO provides adequate space for 

product bulking and storage, which eliminates the need for private 

warehouses. Tiangua middlemen can now locate their activities at the 

exact point of maximum product movement, and the existence MEPRO has 

reduced their assembly costs. Finally, the MEPRO has become a "channel 

leader", that is, an agent of change in the system. The introduction 

of the plastic crate provides a poignant example of this role. 

The major problem with the MEPRO involves its limited sphere 

of influence. At the time of the study, nearly all of the producers 

sampled from the Tiangua area knew and had used the Mercado, but only 

one respondent from Guaraciaba had marketed there. MEPRO's influence 

declines rapidly as one moves away from the municipio of Tiangua. Since 

the original objective of the MEPRO was to concentrate bulking activi

ties from the entire Serra, a more comprehensive plan of operation is 

needed in order to include areas of greater production. 

Officials from the MEPRO and the extension service have not 

encountered much success in drawing producers from Guaraciaba to the 

market in Tiangua, a trip of about 65 kilometers. Even with a 

favorable price difference in the Mercado, the Guaraciaba farmer 
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prefers to market close to home. The reason for this reluctance 

derives from the insecurity of sale felt by the Guaraciaba farmer. 

Steady buyer-seller relationships in Guaraciaba assure the farmer the 

sale of his product; a trip to Tiangua, however, does not guarantee a 

transaction. Operating with limited information, the farmer is highly 

suspicious of the buyers in the MEPRO: they are, after all, unknown. 

Furthermore, the buyers at the MEPRO may purchase first-class fruit, 

but the value of second-class product is too low to compensate the 

journey. On the other hand, the Guaraciaba buyers will purchase both 

first- and second-class fruit. Under this situation, the MEPRO will 

have to extend its organization, perhaps through a system of small 

entrepots, into other parts of the Serra, if it intends to accomplish 

its original objectives. 

EMATER (Empresa sis. Assisfcenoia Teonioa £ Extgnsap Rural) 

Over the last three years the state extension service has 

included a specific marketing component into their Ibiapaba regional 

work plan. By using the government subsidized agricultural credit pro

gram, the extension service has attempted to control the supply of 

vegetables in peak seasons by controlling credit. Extensionists also 

take small farmers to the MEPRO where they receive a basic orientation 

on marketing. These efforts represent an entirely new vision of what 

the role of the extension agent should be. Formerly, these agents 

occupied themselves exclusively in the orientation of production acti

vities. Now, however, the extensionist defines his range of technical 
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assistance as beginning in the planning stages of production and conti

nuing on through to the sale of the last kilo. In a sense, the 

extensionists have themselves had to undergo a reorientation to include 

marketing knowledge, and consequently the process has not yet reaped 

the benefits which ultimately promise to obtain. Obviously, these 

extension agents will contribute substantially to the increased profes

sionalism of the vegetable farmer in Ibiapaba. 

EMATER also provides assistance for two functioning farmers' 

cooperatives in the Serra, in the municipios of Iblapina and Guaraciaba 

do Norte. Ordinarily, cooperatives would comprise part of the private 

sector in the economy; however, in Northeast Brazil, the cooperative 

movement has been vein-fed with public funds from its very beginning. 

Both Ibiapaba cooperatives have received large capitalization loans 

through public programs, and the major thrust of this revitalization 

movement has been to strengthen the financial structures of the 

cooperatives, primarily through the retailing of production inputs to 

their respective members. Both Guaraciaba and Ibiapina have developed 

strong commercial activities. 

The cooperatives have also attempted to meet the marketing 

needs of their members, but have met with failure each time. During 

the period of the research, the cooperative of Guaraciaba purchased a 

large truck and organized (with Ibiapina) a marketing plan to Sao Luis. 

Representatives established contact and began marketing with a large 

wholesaler who through questionable tactics inflicted heavy losses on 

the cooperatives. A second effort to Belem resulted in a 100,000 
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cruzeiro (US$ 5,000) loss due to payment default. 

Obviously, the cooperatives have experienced a baptism by fire 

commonly felt by many middlemen. I would argue, however, that coopera

tive efforts would be more effectively directed toward the specialized 

assembly of product. A single truckload can only benefit one or two 

supplying members; while an efficiently run assembly operation could 

reach all producing members. In this way, the cooperatives could help 

control the market by increasing competitive pressures and attend a 

large number of members under minimum conditions of risk. 

Generally speaking, two channels of action fit well within the 

analyses presented here. First, public efforts can certainly reduce 

the severity of specific problems in the Ibiapaba marketing sector, 

such as payment default, long stay-overs in urban centers, and inade

quate crating. These problems devolve in high market costs and 

economic inefficiencies which could be eliminated to the benefit of all 

participants. At a more ambitious plane, however, the real challenge 

to public policy lies in the strengthening of specific sectors of the 

market, through increases in effective competition. The major contri

bution of this study has been to demonstrate the process by which 

participants react to high risk situations and to suggest the long 

range effects of their actions. As the large-volume middlemen come to 

dominate a growing market, the bargaining power of some participants 

will change and socio-economic relationships will be restructured. The 

public sector must address itself to this fact and decide whether this 

growth incurs consequences which are too costly, and whether certain 
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groups (producers, small-volume middlemen) require official support. 

The importance of inducing—either directly or indirectly—a counter

vailing power for specific components of the marketing system can never 

be underestimated. And the ability to seek out creative measures that 

will ensure competition while not compromising growth is the gauntlet 

laid at the feet of public officials and students of peasant markets. 

I congratulate the patient reader who has trudged through this 

lengthy exposition and I ask only the chance to place it within a 

final context. The Serra da Ibiapaba and its marketing system are 

experiencing rapid change. The region has irrevocably forsaken a 

sleepy past, but has not yet selected its path into the future. 

Capital resources, both public and private, have energized the agricul

tural sector of the Serra, offering new opportunities to both 

inhabitants and outsiders, largely through channels established by a 

vigorous Northeast market for foodstuffs. Whether these changes sig

nal a sustained development of the Ibiapaba potential and whether the 

small independent farmer can survive the course of growth are questions 

which this analysis of the market has attempted to answer. 

Yet, what is happening in Ibiapaba is occurring in many peasant 

societies, and the results of this study certainly have cross-cultural 

significance. As the moneyed economy and the capitalist ideational 

system penetrate the world's hinterlands, social relations are altered 

to accommodate a process of accumulation and the logical fulfillment of 

capitalist premises. Development ensues, but with both socio-economic 

and emotional costs. The market is at the same time an agent and a 



333 

reflection of the process. To understand the market is to comprehend 

the process. That the lessons of capitalism have arrived in the Serra 

da Ibiapaba let no one deny. The persistent problem addressed here is 

to where will capitalism take it. 



APPENDIX A 

SIGNIFICANCE TESTS ON MIDDLEMAN SAMPLES 

In Chapter Three, I attempt to establish subgroupings of the 

middleman sample which reflect truly different types of organization 

and unique marketing strategies. Five characteristics regarding the 

structure of the firm are used to test these differences: summer volume 

per trip, winter volume per trip, size of working capital, amount of 

total fixed capital, and total debt. For each subgrouping these 

criteria were tested for statistically significant differences. 

Because of the great amount of variability within the sample, 

the relative smallness of sample size (N=62), and the absence of normal 

distributions, I decided to apply non-parametric tests of significance, 

namely the Mann-Whitney and Kruskal-Wallis tests of the independence of 

two or more samples (I follow Gibbons, 1976). The Mann-Whitney test 

ranks the medians of two independent samples, then estimates the proba

bility that differences in the mean ranks of the two samples could have 

occurred by chance. The subsequent statistic provides a P-value upon 

which the researcher can decide to accept or reject the null hypothesis 

that these two independent samples were drawn from the same population. 

The Kruskal-Wallis statistic simply extends this test to more than two 

Independent samples. 

The results of the Kruskal-Wallis tests are included in the 

text of Chapter Three; however, the Kruskal-Wallis statistic while 

33^ 
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establishing the significant differences for jc samples taken together, 

fails to determine the specific significant differences between any two 

of the independent samples. Therefore, in this Appendix, I provide the 

reader with the Mann-Whitney results for each pair of subgroups. 

Because of weaknesses in these non-parametric procedures, I set the .01 

level of significance on one-tailed tests as acceptable. 

SUBGROUP BASIS: MARKET DESTINATION 

Summer Winter Working Fixed Total 
Markets Volume Volume Capital Capital Debt 

Fortaleza/ 
Teresina <.01 <.01 <.01 <.01 >.07 

Fortaleza/ 
Sao Luis >.07 >.03 >.14 >.19 >.13 

Fortaleza/ 
Bel em >.015 >.12 >.02 >.47 >.44 

Teresina/ 
Sao Luis <.01 <.01 <.01 >.04 >.43 

Teresina/ 
Bel em <.01 <.01 <.01 >.04 >.20 

Sao Luis/ 
Belem >.07 >.27 >.015 >.20 >.16 

SUBGROUP BASIS: SIZE, SCALE 

Summer 
Volume 

Winter 
Volume 

Working 
Capital 

Fixed 
Capital 

Total 
Debt 

SIZE < .01 < .01 <.01 <.01 <.01 

SCALE < .01 < .01 <.01 <.01 <.01 



SUBGROUP BASIS: GROUP (SIZE AND SCALE) 

Subgroups 
Summer 
Volume 

Winter 
Volume 

Working 
Capital 

Fixed 
Capital 

Total 
Debt 

I and II <.01 <.01 <.01 <.01 <.01 

I and III <.01 <.01 <.01 <.01 <.01 

II and III >.13 >.22 >.014 <.01 >.03 



APPENDIX B 

DAILY PRICE VARIATION 

These figures depict the daily price movement for tomatoes in 

the Fortaleza and Sao Luis wholesale markets and at Tiangua and 

Guaraciaba do Norte farmgate levels respectively. The small dots 

represent observations in wholesale markets; the small circles 

observations at farmgate on the day previous to the wholesale market. 

Thus the difference between a circle and dot for any given observation 

represents the middleman's gross market margin for that day. In Figure 

61 only Tuesday and Friday wholesale markets in Fortaleza are included, 

being the only days served by Tiangua and Ubajara middlemen (Monday and 

Thursday markets are supplied by integrated urban wholesalers from 

Guaraciaba do Norte). In Figure 7» Monday through Friday observations 

are included for wholesale prices in Sao Luis and corresponding farm-

gate prices in Guaraciaba do Norte, since tomatoes enter Sao Luis daily 

(from Guaraciaba). 

The large number of missing observations, especially at the 

farmgate level, does not permit a rigorous test of the hypothesis that 

middlemen attempt to conceal market increases from their suppliers, 

while emphasizing occasions of poor wholesale markets. Nevertheless, 

a comparison of the relative variability of prices during times of high 

market prices and low market prices, and of the differences in farmgate 

price variability between Guaraciaba and Tiangua does suggest that in 
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situations of more intense competition, price variability is greater. 
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APPENDIX C 

COSTS AND RETURNS ANALYSIS 

The ultimate validity of any analysis lies in its repllcabil-

ity. In order to allow interested colleagues access to the logic 

underpinning the results the costs and returns analysis of Chapter 

Five, I present here a more detailed explication of the methods 

employed. A3 with all formal economic methods, cost budgeting can 

only provide insights into patterns of economic behavior at some sacri

fice of the "messy" variability that empirical research reveals. As"an 

analyst, I have had to make uneasy assumptions regarding the most 

"representative" of estimates often widely disparate. Nonetheless, when 

and to the extent possible, I have adhered to the guiding principle 

that costs should reflect the middleman's own perception of them,. since 

it is on the basis of his own perceptions (and not the analyst's) that 

economic decisions are made. Thus, I attempt here both to demonstrate 

how I arrived at the particular figures found in the cost budgets and 

to indicate areas where the method fails to concur with the middleman's 

interpretations of his costs. 

Representative Pwlgetg 

The data to construct the representative cost budgets come from 

three sources: sixty-two middleman interviews conducted in September of 

1978, close accompaniment of the market process, and informal 

3fcl 
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discussions with those who provide middlemen goods and services (e.g., 

truck dealers, laborers, etc.) by cross-checking the different 

sources, occasional discrepancies could be eliminated, and I thus feel 

that the remaining variability in middleman responses can be 

interpreted (in most cases) as individual cost-cutting strategies. 

I organized these budgets following the traditional distinction 

between fixed and variable costs. To review, fixed costs are incurred 

whether or not the firm markets product; variable costs change as the 

scale of market operation changes. 

Fixed Costs 

The four general categories of fixed costs include warehouse 

expenses (either owned or rented), crating purchases, vehicle purchase, 

and miscellaneous. This last category sums the costs for accounting 

supplies, scales, truck canvas, and any other relatively inexpensive 

that cannot by itself be calculated into a per kilo basis. Even so 

aggregated, miscellanous costs represent a minimum per kilo expense. 

Warehouse Costs. Those middlemen who rent rooms to keep their 

jacas and scales or to bulk produce incurred monthly rents ranging from 

Cr$ 150 to Cr$ 350 for SUBGROUPS I and II, and from Cr$ 300 to Cr$ 1000 

for SUBGROUP III. The one SUBGROUP I middleman to Sao Luis pays Cr$ 200 

for warehouse space in Sao Benedito and, because of a low trip volume, 

his per kilo cost is higher than the rest. Most middlemen to Sao Luis 

and Belem do not have warehouse costs since they purchase their product 

from specialized rural assemblers. Also, most Teresina middlemen from 

Tiangua use the facilities of the MEPR0. On the other hand, middlemen 
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to Fortaleza (from Guaraciaba and Ubajara) do require warehouse space, 

for which they entail a maximum cost of Cr$ 0.01 per kilo. 

To own a warehouse, however, entails indirect expenses. Both 

the specialized rural assemblers and the integrated urban wholesalers 

in Guaraciaba have large warehouse structures. I estimated the value 

of these building to approximate Cr$ 100 000 in 1978, the use-life to 

be 20 years, and the salvage value to be one half the present value in 

1978 cruzeiros. Annual depreciation on the warehouse was then calcu

lated using the standard formula: 

Present Value - Salvage Value 
Annual Depreciation = ——— 

Use-Life 

Annual depreciation figures were then transformed into per kilo costs. 

The opportunity cost of capital is another implicit cost 

incurred by warehouse owners. The opportunity cost refers to the 

amount of income foregone by not selecting the next best alternative of 

investment for that capital. Both rural assemblers and the integrated 

urban wholesaler paid cash for their warehouses (Cr$ 100 000) and I 

assumed the next best alternative to be a savings deposit on which the 

banks at that time paid a monthly interest of 2.5 percent. 

Theoretically, a rational marketer would have to realize a return on 

his investment above that paid by the bank, or else he would simply 

shift his capital into savings. Although middlemen do look upon 

opportunity cost as a specific expense, I included it into the budgets, 

calculating a monthly cost of Cr$ 2500 into a per kilo amount. 
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Crating Materials. To arrive at crate costs, I assumed tha t 

all middlemen used jacas which they purchased at a unit cost of twenty 

cruzeiros. This is an item that displays a great deal of variability, 

since a middleman can reduce per kilo costs simply by increasing his 

efforts at recovery of the crate. Thus the responses regarding the 

use-life of the jaca (in number of trips) vary tremendously: 

USE-LIFE (NO. OF TRIPS) 
SUBGROUP MARKET RANGE REPRESENTATIVE 

I Fortaleza 3-24 5 
Teresina 1-100 10 
Sao Luis 3 3 

II Fortaleza 3 3 
Teresina 4-80 10 
Sao Luis 2-10 3 

III Fortaleza 4-10 6 
Teresina 5-20 10 
Sao Luis 2-4 3 

Rural 
Assemblers Tiangua 2-12 (weeks) 10 

G. do Norte 4-12 (weeks) 10 

As unique cases, the Belem middlemen have no crate costs 

because the urban wholesaler in this market customarily buys crate and 

product. The integrated wholesaler, on the other hand, claims that the 

use-life of his crates is only one trip, since his customers 

(retailers) take both prouct and crate without returning the latter. 

Transportation Costs. SUBGROUP I middlemen do not incur costs 

in this category because they are not truckowners. Nearly all SUBGROUP 

III middlemen own trucks as do those from SUBGROUP II who market in 

Teresina. As in the case of warehouse expenses, truck ownership en
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tails both direct and indirect expenses. 

A great deal of variability also complicates this cost cate

gory. First, there is a great selection in the model, type, and size 

of trucks available for purchase? in fact Teresina middlemen tend to 

purchase a smaller truck because of volume characteristics in that 

market. Second, trucks can be bought for cash or under some sort of 

financing plan. For the SUBGROUP III middlemen, I assumed that the 

representative truck was approximately one year old, financed (less 

than 24? paid cash for their trucks), and that its total value (inclu

ding financing charges) was Cr$ 450 000. The middleman paid Cr$ 100 000 

down and carried the rest on equal payments over two years (normal bank 

installment period). I estimated the use-life of the truck to be five 

years and the salvage value to be one half the present value (in 1978 

cruzeiros). The SUBGROUP II truckowners bought somewhat cheaper 

trucks (either smaller or older), and their representative truck was 

estimated at a present value of Cr$ 350 000, a down payment of Cr$ 100 

000, and the same use-life and salvage value as above. 

Principal and interest payments were calculated on a basis of 

the use-life of the truck (five years) and the per trip volume. I felt 

uneasy about this estimate because of the concern which middlemen 

expressed over monthly payments. While middlemen based their decisions 

on the explicit amount due the banks at the end of every month (the 

financed portion divided by twenty-four months), I calculated the true 

cost include the three years during which no payments would be made 

(thus, the financed portion divided by sixty months). My uneasiness 
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derived from the lack of correspondence between the dictates of the 

method and the behavioral concerns of the middlemen. In the absence of 

any better solution, I followed traditional procedure. 

Integrated urban wholesalers tend to pay cash for their trucks, 

thus do not incur monthly payments. They do, however, have larger 

opportunity costs of capital, calculated as above. Depreciation costs 

for all truck owners also followed the formula already presented. All 

vehicle owners must pay annual taxes to the Department of Transporta

tion, and a minimum liability insurance is required by law. I assumed, 

however, that the representative truckowner preferred a collision 

insurance that carries an annual premium of Cr$ 25 000. This insurance 

costs plus vehicle registration taxes were often lumped together by 

middlemen, and I did so, too. 

The representative specialized rural assembler has a used pick

up truck with a present value of Cr$ 35 000, a use-life of five years 

and a salvage value of one half present value. The vehicle was bought 

on a cash basis. All calculations of depreciation, opportunity costs 

of capital, insurance (in this case, only the required liability) 

follow the procedure described above. 

Variable Costs 

The categories of variable costs Includes assembly of product, 

labor, transportation, payment default, taxes and fees, stay-over 

expenses, and communications. 

Assembly Costs. Middlemen show a varied response to this cost 

item, since many cost-cutting assembly strategies are available. 
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Truckowning middlemen do not show a cost for assembly because they 

bulk their product just prior to the trip to market and thus include 

assembly costs into their estimates of general transportation costs. 

Furthermore, the large-volume middlemen to Sao Luis and Belem pay 

specialized rural assemblers for the bulking service. 

The SUBGROUP I and II middlemen (excluding truckowners) rent 

pick-ups from the many small-volume haulers available in any Ibiapaba 

town. During 1978, the average freight charge on a trip from town to 

countryside was Cr$ 250 and the average capacity of the pick-up 1000 

kilos; however, many cost-cutting schemes were employed by the middle

men (including the use of MEPRO). The representative cost per trip was 

in most cases an average of the costs declared by the middlemen: 

ASSEMBLY COSTS PER TRIP 
SUBGROUP MARKET RANGE REPRESENTATIVE 

I Fortaleza Cr$ 350-900 Cr$ 600 
Teresina Cr$ 100-400 Cr$ 210 

II Fortaleza Cr$ 200-1200 Cr$ 1200 

Rural 
Assemblers Tiangua Cr$ 300-2000 (week) Cr$ 1680 

Assembly costs for specialized rural assemblers from Tiangua 

also reflect freight charges for pick-up rental, but Guaraciaba 

assemblers own their vehicles. For these assemblers, assembly costs 

include the fuel, parts, and maintenance of their vehicles. The 

middleman questionnaire asked for an estimate of the amount spent per 

week on gasoline and the amount spent per month (or year) for tires and 

other spare parts and for maintenance. Assembly costs per week for the 
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Guaraciaba assemblers range from Cr$ 600 to Cr$ 8950. I selected a 

representative figure of Cr$ 6400 based on a weekly volume of 40 000 

kilos. 

Labor Costs. Labor Costs for truckowners increase 

significantly because of the necessity to hire a driver. The modal 

(and representative) response to driver salaries is Cr$ 4000 per month 

with a range from Cr$ 3000 to Cr$ 5500 for middlemen to Sao Luis, 

Fortaleza, and Teresina. Middlemen to Belem paid their drivers a bit 

more (representative amount is Cr$ 5000. 

Other labor costs (handlers, buying/selling agents) vary as 

follows: 

LABOR COSTS PER TRIP 
SUBGROUP MARKET RANGE REPRESENTATIVE 

I Fortaleza Cr$ 45-365 Cr$ 250 
Teresina Cr$ 40-330 Cr$ 120 
Sao Luis Cr$ 170 Cr$ 170 

II Fortaleza Cr$ 250-325 Cr$ 300 
Teresina Cr$ 80-220 Cr$ 100 
Sao Luis Cr$ 210-400 Cr$ 350 

III Fortaleza Cr$ 125-350 Cr$ 300 
Teresina Cr$ 140-460 Cr$ 350 
Sao Luis Cr$ 800-900 Cr$ 800 
Belem Cr$ 1350-1850 Cr$ 1500 

Rural 
Assemblers Tiangua Cr$ 40-140 (week) Cr$ 70 

G. do Norte Cr$ 400-2800 (week) Cr$ 2000 

The integrated urban wholesaler in the sample employs two 

drivers at monthly salaries of Cr$ 4000 and a selling agent in his 

"box" in CEASA at a monthly salary of Cr$ 1500. His per trip labor 

costs (excluding drivers) is 600 cruzeiros. 
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Transportation Costs. All middlemen from SUBGROUP I and the 

Sao Luis and Fortaleza middlemen from SUBGROUP II rent trucks to 

market. SUBGROUP I middlemen are charged a per kilo or per volume 

(jaca) rate, but the SUBGROUP II middlemen rent the entire truck for a 

specified amount. Per kilo charges to Fortaleza and Teresina are 

thirty centavos and to Sao Luis fifty-five centavos. Middlemen of 

sufficient volume to rent the entire truck pay 1800 cruzeiros to 

Fortaleza and 4500 cruzeiros to Sao Luis. 

Transportation costs for SUBGROUP III middlemen include the 

costs of fuel, parts, and maintenance. The variation within this 

category not great, since there exists little flexibility for cost-

cutting in the operation of a truck. To Teresina SUBGROUP II 

truckowners had somewhat higher per trip costs (Cr$ 1800) than their 

colleagues in SUBGROUP III (Cr$ 1750); transportations costs to 

Fortaleza averaged Cr$ 1600; to Sao Luis Cr$ 4000; and Cr$ 6500 to 

Belem. 

Payment Default. Payment default costs are calculated by 

averaging the amount of money declared lost over the past year and 

adjusting that figure upward to Include foregone interest at the bank 

rate of 2.5? per month. Again, the variation in this category is 

extremely great: 
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SUBGROUP MARKET 
PAYMENT DEFAULT 
RANGE 

LOSSES PER YEAR 
REPRESENTATIVE 

I Fortaleza Cr$ 3000-20 000 Cr$ 12 000 
Teresina Cr$ 0-19 400 Cr$ 3000 
Sao Luis Cr$ 7000 Cr$ 7000 

II Fortaleza Cr$ 0 Cr$ 0 
Teresina Cr$ 0-4500 Cr$ 2000 
Sao Luis Cr$ 0-18 480 Cr$ 8500 

III Fortaleza Cr$ 0-20 000 Cr$ 8000 
Teresina Cr$ 5000-30 000 Cr$ 24 000 
Sao Luis Cr$ 0- 30 000 Cr$ 25 000 
Belem Cr$ 20 000-100 000 Cr$ 102 000 

Rural 
Assemblers Tiangua Cr$ 0-8000 Cr$ 7000 

G.do Norte Cr$ 900-140 000 Cr$ 100 000 

Urban 
Wholesaler Fortaleza 
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Stav-over Expenses. Stay-over expenses reflect the costs of 

room, board, and transportation in the urban market* Since the 

Fortaleza middlemen return to the Serra on the same day of market, 

their stay-over expenses are mostly the costs of meals, which average 

out to approximately Cr$ 200 per trip. Middlemen to Belem spend about 

Cr$ 600 per trip. There is, however, a great deal of variation among 

those who travel to Sao Luis and Teresina: 

STAY-OVER EXPENSES PER TRIP 
SUBGROUP MARKET RANGE REPRESENTATIVE 

I Teresina Cr$ 80-380 Cr$ 200 
Sao Luis Cr$ 200 Cr$ 200 

II Teresina Cr$ 230-620 Cr$ 360 
Sao Luis Cr$ 45-865 Cr$ 400 

III Teresina Cr$ 300-800 Cr$ 350 
> Sao Luis Cr$ 445-1000 Cr$ 800 
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To a certain extent, these differences may reflect the fact that 

truckowners pay for their drivers' meals while in market, but the 

variations within each group certainly express cost-cutting strategies. 

Taxes and Fees. All vegetables leaving the state of Ceara are 

subject to value-added taxes (the ICM). At the time of the survey, 

this tax was H5 centavos per kilo of tomatoes. There is also a slight 

charge for using the facilities of the CEASA, These figures vary 

little among the markets subject to such costs. 

Communication. SUBGROUP III middlemen to Belem depend 

extensively upon telephone communications with their wholesale buyers. 

The cost of this communication is calculated on declared monthly 

amounts spent on such calls. 

Teresina Middleman Return Estimates 

Finally, several clarifications are required in the case of 

SUBGROUP II and III middlemen to Teresina. Since these truckowners 

personally market part of the entire cargo they haul, costs have to be 

differentiated. Accordingly, all per trip costs related to the opera

tion of the truck (Including driver salaries) are divided by the base 

load of 8000 kilos, while other fixed and variable costs are calculated 

on the volume basis which the middleman actually markets (2000 kilos 

for SUBGROUP II and 6000 kilos for SUBGROUP III). Therefore, returns 

also have to be differentiated. Per kilo returns found in Tables 35 

and 36 are those realized on the middleman's own cargo. But he is also 

losing money on his freighting operation, since the thirty centavos 
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haul rate does not cover transportation costs. Returns were thus 

estimated using the following procedure: 

(a) Market margin - Transportation costs § 8000 kilos + other 
costs € kilos actually marketed 

PLUS 

Cr$ 0.30 (haul rate) - Transportation costs § 8000 kilos 

PLUS 

Haul-back revenues (Cr$ 1000) 

TOTAL PER TRIP REVENUE 

/ 
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