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/- PREFACE

. My attention was first drawn fo the problem of potato
price instability in Ecuador in the summer of 1972 by Ing.
Leopoldo Moncayo, the then Sub-Dlrector of the Rural Develop-
ment division of the Mlnlstry of Agriculture and Livestock.
Pgrsistenf sevefe.fluctuations of potato prices throughout
the country were considered, at that time, to be one of the
more important agricultural marketing problems plaguing
E(':uador.i

Since I had previously undertaken agricultural mar-
keting research of a geographic nature in Ecuador as a research
assistant for a University of Windsor professor in thé spring
ana summer of 1971, and since I wished to further pursue my
interest and speciaiizatidn in agricultural marketing in that
country, I seriously considered undertaking research related
tonthe above problem. .

After discussing %he gspecifics of the ppoblem ﬁith
Séﬁ%r Moncayo, at which time it was learned that the Ministry
of Agriculture was’encouraging research in the area in an
éttempt to find a solution to the problem and, having disco-
vered that very.little original research had been done on the
subject at that time, I decided that a detailed study of the

inefficiencies of the agricultural marketing system (i.e. lack



L)

of storage facilities, inadequate transportation infréstruoture

and unreliable market information for producers) as a cause of

- potato ﬁrice instability in Ecuador could form the basis of a

Master's thesis. Moreover, Sefior Moncayo offered the full

A o
b—operation of the Ministry of Agriculture including the pro-

Ui

vision of transportation for the purpose of interviewing potato
producers in various regions of the country.

Preliminary research.on the broblem was completed in
the summer of 1972 and a research proposal was submitted to
an advisory commitiee at the University of Ottawa in the
Spring of 1973. At this point, it was suggested that the
scope of the study be further reduced due to time constraints.
Further revisions.of the study proposal were made in the field
at tﬂe commencement of the intensive research period after it
was learned that other proposals had been submitted by indivi-
duvals to study storage and transportation factors as they -
pertained to- the problem. In the end, as a basis of the
Master's thesis, 1 decided %o coﬁcentrate my efforts on a
study of market information and its reliability as it related
to‘potato price instability in Ecuador. The prospect was
further enhanced by—the fact that no research on-market infor-
mation and its associated aspects had previously been under-

taken.

B LR N - WL T P L T AR L T L T T S W



. CHAPTER I

INTRODUCTION

It is widely accepted that inadequate market information
contributes to the instability of crop production and prices in
many developing countries. Freguently, crop produceré are
forced to make production decisions based on insufficient and/or
inadequate knowledge of existing market conditions. This con-
tributes to the persistence of severe supply anq price fluctua-
tions.

This study examines the role of the market information
factor as it pertains to.potato price instability in Ecuador.

It focusses on such key elements as: sources of market infor-
mation, variations in the gquantity and quality of market infor-
mation between large and small scale potato producers and
spatial variations of market information quality and quantity.

_ *The persistent instability of potato supply and,
consequently, price has been a nagging problem in Beuador for
many years. The relationship between flﬁctuating national
potato production and the average wholesale price of potatoes
in the period 1954 to 1973 is illustrated in Graph I.

That potato price instability has persisted for q%most
two decades is shown in Table I. Average wholesale potato

prices in ‘Ecuador, in constant terms, fluctuated considerably
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TABIE I
PERCENT CHANGE IN AVERAGE WHOLESATE

, POTATO PRICES TN EGUADOR

(Prices in Constant Sucres of 1970)

CONSTANT PRICE '
YEAR (S/. per QQ)b PERCENT CHANGE®/
1954 113.71 —47.4%
1955 59.78 +14.08
1956 68.20 +34.75
1957 91,90 - -~ 8.86
1958 83.76 ~20.67
1959 66.44 +11.53
1960 14,10 - 3.70
1961 71.36 ~18.90
1962 57.87 +31,21
1963 75.93 - 3.40
1964 73.35 -27.39
1965 . 53.26 +28.11
1966 68.23 -18,42
1967 55.66 - 8.79
1968 50,77 +44.,55
1969 73.39
1970¢/ - ~49.39
1971 37.14
1972 76.56 +106.14
o/ Percentages calculated by the author,

v/ S/.=sucres, U.S. $1.00=

100 Pounds=1 gg.

c/

Source :

Francisco Arevalo,
la _Yapa en el Ecuador, Quito: Tésis

No price data available for this year.

S/. 24 (1971) and dgq=quintals,

4 - . » s
Produccion v Comercializacion de

Universidad Catolica, 1973, pp. 15.

de Grado,
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in the period 1954 to 1972 with a noticeable inerease in tﬂe
severity of these fluctuations in more recent years. However,
the intensity of these fluctuations varies’ among major market
centres (i.e. Quite, Guayaquil, Ambato, Latacunga, Riobamba
and Ibarra) for which potato price data exist.

That price instability has increased in recent years,
is illustrated by an examination of percentage changes, in
current and constant termsg, of average wholesale potato prices
in the markets of:’' Quito, Guayaquil, Ambato, Ibarra, Riobamba
and Latacunga (Table II). In Quito, for example, potato priées,
in current terms, increased by lO%f}h\l971—72 and by 127% in
the period 1971-73. In constant terms, the increases were 93%
and 80% respectively. In Guayaquil, the increases in current
terms were even greater, being 100% in 1971~72 and 155% in the
period 1971-73. In constant terms, the incgeases were 89%‘and
115% respectively. Price fluctuations exhibited similar
patterns, in current terms, in the four other cities listed in
Table IIL.

As a result of the above and coupled with the fact
that the potato, as a staple, is an importént crop in Ecuador,
the problem of potato price instability has emerged as a prior-

ity item in development plans for Ecuadorean agricﬁlture.

The Potato in an Andean Historical Context

The potato, cultivated in South America for at least

2,000 years befofe the Spanish conguest, has long been an



- TABLE II

AVERAGE WHOLESALE POTATO PRICES:

PERCENT CHANGE IN POTATO PRICES IN -
MAJOR MARKETS OF ECUADOR IN CURRENT PRICES

MARKET s/. 1971-72 1971-73%
Quito 41.61 86.15 94.44 +107 +1.27
latacunga 38,92 84.68 95.27 +117 +144
Ambato 42,68 86,63 96.21 +102 4+125
Ibarra 35,07 71.50 84.72 +103 +141
Riobamba’ %6.52 75.93 89.96 +1.07 +14.6
Guayaquil 44,28 88.56115.17 +100 i +155

.

Source: Ministerioc de Agricultura y Ganaderia, SIMAE Anuario,

Quito: 1971 and 1972.
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important crop of the Andean Sierra. "The evidence as to the
antiquity of the potato as a cultivated plant in South America
and the part it played in the life of the people, is largely

based on archeological data, more especially on the pottery

. which has been excavated in such profusion during the last

n3

forty yearé.' ‘ -

In earlier times, several spécies of wild tuber-bearing
Solanums, among them the parent stock of the domestic potatq,
grew in the Andean highlands from Colombia in the north to
Chile in the south. At a very early stage, Andean man, having
emigrated from lowland regions eést of the Andes, cultivated’
several varieties of potato and "it is suggested that it was

the potato which enabled the early immigrants from the east

to maintain their hold on the bleak highlands...."? The impor-

tance of the potato "was further enhanced by the fact *that, by
a method of conservation, it became the safeguard against famine,
following the destruction of crops by éevere frost".S. Equaily,
Salaman contends that it was the potato which made residence on
the bleak Andean plateaux possible.6

Thus, traditionally, the potato has been a significant
crop in the Andean.region altﬁough its relative importance has

diminished somewhat in recent years.

—

The Potato in an Bcuadorean Context

The potato has remained a proﬁ&nent crop of a large
part of the Sierran population who continue to rely upon it

as a staple and the basis of their diet. In Ecuador, "per
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"capita cﬁnsumption of tubers, of which potatoes are the most
important item, is over twice the latin American average ;..".7

Because of the relative importance of the potato as
a staple government officials, in particular those of the
Ministry of Agriculture and Livestock, have become increasingly
-concerned with production and price instability as well as
other_marketing problems aSsociated with this crop. As early
as 1964, the Ministry of Agficulture (then the Ministry of
Production) drew attention to the problem assoclated with this
crop in its "Program of Agricultural Development":

"One of the aspects that has most affected the

maintenance of high levels of production of

this crop is the uncontrolled fluctuation of

prices that occur from one égrieulturallperiod

to another ...."8*

Of major concerﬂ to the government, are the reper-
cussions of the persistence of potato price instability and
its alternating adverse effects on producers and consumers.
It appears that when potato prices are high, consumers (in
particular the urban lower income classes) are forced fojpay
more of their income9 fof fhat product, substitute less expen-
gsive foodstuffs or abstain from buying the product until prices
have decreased. Where a particular food crop, in this case
the potato, is a staple in the diet, the problem becomes more

* In the text, all Spanish titles and quotations are trans-
lated into English.
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serious, especially for the urban Yoor. At the same time,.
with a great price increase, one would expect producers to
be reaping the benefits of higher prices. This is not the
case; however. Since other elements in the agricultural
marketing chain siphon off increased profits resulting from
price increases.lo
- Alternatively, when potato prices decrease'substan—
tiglly, the producer has difficulty selling his crobp. Moreover,
the low wvholesale prices paid by middlémen for farmers' harvests,
in most cases, are less than the costs of production. In the
past, low potato prices have resulted in the bankruptcy of
numerous producers, increased indebtedness to others in the
marketing chain or even in potatoes rotting in the ground due
to the reluctance of some producers tor sell their harvests at
very low prices.

Measures ‘to dampen or eliminate severe potato price
fluctuations would do much to reduce thé plight of those most
affected by this problem.

The following section focusses on a review of the
literature related to the problem of potato price instability

in Ecuador.
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REVIEW OF RELEVANT LITERATURE

In this section, literature related to the afore-
mentioned problem, both governmental and non-governmental in
nature, is examined in an effort to place the probosed research

in the context of the existing literature.

Government Studies

I

In the Ministry of Agriculture and ILivestock's "State
of Agriculiure in Ecuador"11 dealing principally with the major
problems and strategies for future development of the agrionl—
tural sector, the problems of supply ingtability and conse-
quential price fluctuations of some_agricu}tural produofs
- (notably potatoes) are mentioned as major issues plaguing the
sector. Although the report also cites probable cause§ of
the aforementioned problems, such as inefficiencies in the
agricultural marketing system including excessive profit levels
of middlemen and inadequacies in transportation infrastructure
and storage facilities, these are not discussed 1in detail.

Another report which deals with improvements in the
agricwltural seotor is the 1973 "Integral Plan of Transfor-

mation and Development 1973=-T77", 12

This long-term government
 plan is generali; concerned with the development and 1mprove—
ment of all sectors of the Ecuadorean economy. With speolflc

reférence to the agricultural sector, the plan outlines goals

wrs o T TR R T IR R TS T e R s R T -
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and objeoti&es for improvement of the agricultural marketing
system. A main objective of fﬁis“part of the plaé’was an
improvement "in the general fabilities for storage and con-
segvation of products with ag ggﬁ tdzeliminating excessive
prbfit margins of q&ddlemeﬁ and reducing fluctuations in the
prices of agricultural products".13 The plan also establishes

vario%g programs for specific agricultural products, one of

which is potatoes,

Neither of these government studies prov&ded, '

detailed analysis of the problems of supply and price insta-

"bility in the agricultural sector.

(The Ecuadorean "Potato Program")

The "Potato-Program”lﬁ established by the "Integrnal

Plan" in 1972 and administered by the Ministry of Agriculture
repre%ented Ecuador's first major attempt to deak?ﬁith the
proble;s_of supply and price instability specifically asso-.
ciated with the potato.

The Program cited, as the majof cause of supply

'imbalances and price instability, inefficiencies in the agri-

cultural marketing system. It proposed to eliminate, or at
least dampen these fluctuations by: ’
1. zonification or designation of preference
zones for potato production; -
2. reduction of potato production in areas

considered marginal with substitution

of other cereal croﬁs;
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'3. encouragement of the use of certified
seeds in preference zones; and
4. studying the possibilities of storage
and improped marketing poiicy-in order
to eliminate strong fluctuations of

Prices in the mérket.l5'

The "Potato Program" is more detailed than the previous
two government reports: however,\it is st#lI rather general in
its approach to the problem of causes of potate price 1nstab111ty.
However, the Ministry of Agrlculture has acted, to some extent
on the fourth obaectlve listed above bp encouraging +the under-

taking of various studiesl§ related to potato production-

marketing problems.

More Specific Literature Related +to the Problen

Major studies foﬁnd to be spepifically concerned with
aspects of the potato problem in Ecuador are those of: Arevalo,
Bromley; Wiegand and Maldonado. Andrew and Fletschner have
undertaken siﬁilar research but in other countries.:

' Perhaps the foremost study on potato productlon and
marketlng in the field of agricultural economics is that of
Agricultural Research, (INIAP), Arevalo referred to the culti-
vation of the potato as "being characterized by the sharp
fluetuations of prices which have been the cause of the
bankruptcy or wealth of many farmers". 17 The major purpose

of Arevalo s study was to "ldentlfy the causes that have

e - AT AT R T S T S T, S ey e
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"gtimulated ‘the fluctuation of prices in the_production of
potatoes".18 '

In his study, Arevalo discusses general aspects of
potato production and marketihg sueh as: location and areas
.of"cultivation, phjsical characteristics and varieties of
potatoes, economics of potato,supply and demand, the.role of
potato productlon in the natlonal economy and dynamlcs of
production. Hewever,'he emphasizes various aspects of potato
. production rather than marketing. His major goal is to deter-
mlne production functions and the 1mportance of various factors
(1nputs such ast seeds, labour, fertilizer and technical
assistance) affecting these fﬁnctions for large, medium -and

+ 19 e T
small-scale producers ' o

Asmde his concentratlon on. productlon aspects,

Arevalo 01tes othem factors affeqtlng supply and’ price i%sta—

bility based on the results‘of his 1ﬁ$erv1ews. Among those

. . ! - L .
mentioned were "the lack of sources of information .pertaining
to the use of seed pesticides and fertilizer" and the "absence

-

‘of entities which could supply reliable proaectlons of future

prloes

- Arevalo also suggests that the lack of reliable
market 1nformatlon is a contributing factor in the persistence
of cycllcal prlce fluctuatlohs. T

"When market information sources prov1dlng

rellable projections of future prices do

not exist, farmers utilize prices of past
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"haprvests as indicators of prices in the
" rutare."?t
Altirough mentioning a possible relationship between the lack
of re;iable market information and ﬁotato price instability,
h?evalo does not elaborate on it in his study.

In a 1972 preliminary study on the marketing of agri-
éultural prdducts in the- Sierra and Qggig regions of Ecuador,
B:c:pml'e;yr‘g-2 devotes one chapter to‘potgﬁo production and
consumption in tﬁe Sierra. This chapter identifies the regions
and forms of proﬁuction and considers consumption and marketing
patternsz Al though the pqpblem of potato price instability .
was not the princibal focus of his work, Bromley pointed out
that #the potato did inéeed "suffer vargations in prices which
are very large and very irregular ...".23 He suggested as a

solution to the problem, "a program of 1nkormatlon to the
producers in order to stabilize the price for the potato ...".24
Bromley also recommended the prdvision of adequate storage
faeilities as a means ok eliminatiﬁg supply and price insta-
bility. It is interesting to the that Bromley, ;ike Arevalo,
meﬁtions only briefly the 1ink-betqeen reliable market infoxr-
mation and price instability. Rather his study is designed
to provide an_ovefview of the present situation in potato -
marketing than to gife in depth consideration to any problem
associated with ﬁhé potato.
Wiegand25 began his stu&y in late 197%, a few months

after this researcher completed -his intgnsive.research in

- C e e e e pr—————— -
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Ecuador. Like this researcher, he- worked from the premise that
Ecuador was suffering from the per51stence of supply imbalances
and price instability; but, he cites as the crucial problem,
and the basis of his research the "lack of sufficient marketing
or storage facilities for potatoes causing losses of up to
20-50% of production due to spoilage, loss of produce in
transit, poor handling and merchandising”.ZGJ In his study,
Wiegand proposed to describe the existing‘broduction—distributipn
system for potatoes in the Ecuadorean provinces of: Cotopaxi,
Chimbérazo, Pichincha, Tuﬂgurahua and Carchi to determine the
technical and economic feasibility of.potato storage with
price/supply stabilization a primary concern and to determine
the economic and technical feasibility of supply management
as a potato price stabilizer in conjunction with or in place
of potato storage 2T Thus Wiegand concentrated hlS efforts on
a study, from an agrlcultural economics standpoint, of -storage
in relation to potato supply and price instability. ¥
Little is Iriown about Maldonado's study. In a méeting
between thig researcher and Maldonado, the latter briefly
explained that he would focus on transportation and the middle—
-man's role in the marketing'of potatoes in Pichincha [Province.
As previously mentioned, other.relevant studies focus-—

sing on aspects of potato production and marketing have been

undertaken by Fletschner<o in Chile and Andrew in Colombia.29
The major.objective of Fletschnerfgisfhdy is to -
prdvide a deeper understanding of how the marketing'sysfem G;
7 ) -

R T e A [
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for certain agricultural crops functions and how different
variables affect agricultural producérs:]\i: addition, the
study analyzes the behaviour of small and ' rgé prﬁducers
and the different market environments in which they operate.
The study.also examihes the ‘structure of selected agricul-
tural product markets, focussing on economic and geographic
differences and attempting to explain the most important
marketing problems of small and large producers in.each study
area. One chapter of Fletschner's ﬁork is devoted wh%;ely ’ Q&
to potatoes.

Potato price instability is not confined only to
Ecuador for Fletschner comments on a similar problem in Chile:

"Wholesale prices for potatoes fluctuate
4

constantly, principally because of'changes

with a fairly \
potato seascnal

price variations reach 95%, early potato
w30 ’

in market supply'cohc

stable demand ... lat

variations 141%.
He states that the problem is Primarily a result of
the effects of such factors as climate, season of the year,
speculation by growers or mfddlemeﬁ, ﬁarket information or
. transportation infrastructure. Although he does not dwell ™
on the' market information factor as it effects price insta-
bility, Fletschner proviées some worthwhile comments concerning
its importance. He feels that "adeguate market information

and forecast systems may help guide producers as to prospective
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"prices and the best marketing period". Furthermore, there
is a good possibility that farmers would benefit from reliable

-

market information: -
"Wo potato grower can dire;tly influence

market prices, but a grower can obtain

better prices with adequate information

on market conditions." ?

Fletschner contends that more and better market information
coupled with its rapid diffusion would greatly improve supply
and reduce price variations of potatoes in Chile.

Finally, with reference to variations in availability
of market information‘among regions and potatd producers,
Fletschner.discoveredy by way of case studies of large, medium
and small scale producers in varioug parts of the country,
that the availability pf market information does indeed vary
among regioné and large and small scale producers. Fletschner
bases these conclusions on general observations related to

,ﬁhe characteristics pf pioduction and access td market of small
and large scale producers and not on the basis of behaviour.

Andrew'533 study of potatoes in Colombia attempted
to identify areas in which ﬁarketiﬁg processes influence pre-.
sent and potential productivity increases and undeftook to |
'invéstigate problemé.related to moderni he production
précess and to improving co-ordination in the distribution

process.

&
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As did Fletschner in Chile, Andrew commented on the
existence of potato price fluctﬁations as being "common and
significant".in Colombia. He also found evidence supporting
those findings of Arevalo in Ecuador that fluctuation of
potato prices in Colombia are c¢yclical although the pattern
is not totally consistent.

With respect to fhe co-ordination of the potato dis-
tribution process, Andrew identifies communication and price
information as one of the problem areas. His survey revealed
that ”informatioﬂ‘flows within the market system for potatoes
are -primarily by iﬁterpersohal communication and not by mass
cpmmunication”:34
"A recent study oriented to production and

marketing problems for produoefs of 14
agricultural commodities including potatoes
revealed that 70% of communication about

market prices was interpersonal. In none °

of the interviews at any level within the

potato marketing system, did radio, news-— '

{
papers or other forms of -mass communication

HBB'

r

appear as important information sources,
Andrew admitted that market information (in particular, price
information) was'agxzﬁportant factor in the improvement of
the performance of the potato distribution system in- Colombia.

He recognized that, at least in the case of Colombia,

marketing problems such as potato price instability could not.
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be eliminated simply by reducing the seasonality in production.
Rather an adequate éssessmenﬁ of potato market supply and
demand conditions "calls for dependable market information for
both public institutions and private markei participants ...
Top priority must be given to a comprehensive market informa-—

w36

tion system. Finally, Andrew recommended that "continued

emphasis would be given to developing a market information

‘ L)
program with a timely dissemination system that will be useful
to producers and distributors in their market decision-making

n 57

processes".

]

Nd Much of the literature reviewed above concentrates

on the work undertaken on market information in relation to
the production and marketing 'of potatoes in South American
countries. An examinatioﬁ of works on market iﬁformation per-
taining to the production and marketing of other crops in
developing countries revealed that for purposes of this study,
they arg only of marginal relevance. Exceptions are the works
of AbbotﬁBS concerning market information and its role ih the

production and marketing of agricultural crops.

° L
- .

He pointed.toz
"inadequate information in current and pros-
pective market conditions (as a) characteristic
weakness of manketing in less developed coun-

.1r.39

tries ..

"Producers, traders and consumers all need

accurate information in supply, prices and
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"demand prospects if marketing mechanisms
are 4o work effectively. Farmers require
it if they are to plan their crop and

livestock production program to the best
n40

gdvantage and market their output efficiently.
Abbott recommends as a solution to the problem, a

"market news sefvice for the dissemination

of information (which) would have a great

effecf in helping to reduce %he ranges of

retail prices of fruits and vegetables in

different city markets".*

PROPOSED RESEARCH IN THE CONTEXT OF THE RELEVANT LITERATURE

From the preceding survey of the relevant literature,
it appears fpat the?e aip no existing empirical or methodqlo-
gical studies speci%ically focussing on the geographic aspects
of market price information. The literature reviewed, margin-
ally relevant to the stydy proposed here, is concentrated in
the discipline of agricultural economics (i,e. the works of
Wiegand, Maldonado, Arevalo, Andrew and Fletschner), while
"studies involving spatial considerations related to market
price information and price instability are conspicudﬁs in
their absence.

It is suggested that this study, rather tﬁan duplicating
or'bver—lapping previous research on the problem, Qhen combined

with the empirical studies undertaken in Eeuador, under the
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auspices of the fourth objective of the "Potato Program", on
production’ (Arevalo), storage (Wiegand), transportation and
middlemen-(Méldonado), will provide- the Ministry of Agriculture
with a more accurate assessment of the problem of potato s%?ply
. imbalances, Price instaﬁility and those factors affecting '
them, |

In view of "the above, it is' felt that the research
proposed here will mdke a wbrthwhile contribution'to the
general body of -literature on the sﬁbjecf and, more specifi-
cally, to the scant bhody of geographic literature.

-~
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CHAPTER II

AND METHODOLOGY

- /"

(W L ‘\
Putpose of the Study ﬁ? \*““\\
- -This reseaxch axi&gs from a general need to know more
. - : /_J . o :. . , :
about the relative ifiportance of market information in the
—_—

production ahd marketing of potatoes. More specifically, the

study examines the quantity of market information received by

»

4producers as it pertains to the problem of potato price ins-

1%

tability in Ecuador.

The investigation also focusses on the number and
identification of major sources of market Price information
Tor producers. The availability, reliaﬁility and var;atioﬁ
(in the three provinces compfising the study area) of this

information provided by the above sources is also explored.

S5till another integral part of the gtudy is the analysis

L

of the decision-meking process of potato producers to determine

the basis' of this process and its consistency throughout the

‘Sierra. The importance of the market price information factor

in this process is also examined.

In addition, variations in the quantity and quality

of market information (in particular, markét-pr}ce information)

among small and large scale producers are analyzed’_in an
attempt to determine their effect on the potato_price insta-

bility problem.

£
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Finally, an aggregate view (the study area as a
whole) of the role of market information in price instability
»

may conceal important spatial (regional) variations in factors

related to the problem being studied. Consequently, emphasis

" has also been placed on analy51s of thege related factors at

a provincial level as well as at the .aggregate level.

It is‘anticipated that a study of this nature may
elucidete the relative importance of market information -
(specifically market price information) as it related to potato:-

supnly/price instability in Beuador.

Statement of Hypotheses

The researcher perceives the problem as being one’ of
little -or no receipt of market information by Ecuadorean potato
producers. Specifically, what Tittle market information (price

T
information) is received by producers from their major: 1nfor—

lmation sources such as middlemen tends to be unreliable. Con-

sequently, producers fend to rely upon past erperience and

prices in the making of production decisions and this fact has

' led‘to the perpetuation of.supply/price instability.

As a 'test of the relative importance, to two groups
of -producers, of the market information factor in providing
an.explanation for price instability, the variation in the
quality and the gquantity of market information among large
and small scale producers is examined. It is anticipated

that, in the case of small scale producers, the lack of
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reliable market information may partially explain their coﬁ-
tribution to price instability while, in Phe case of large
scale producers who r§ceive greater amounts of reliable infor-
mation, it provides. . little eprbnatio£ for perpetual pricé
instability. ) |
From fhe explanation above_the following hypotheses
have emerged:
1. (a) 'Tﬂe amount of market information
received by producers, other than
that -related to the price of the
product, is minimal.
tb) The middleman is the major source

N
of market information in all pro-

ducing régions, but the price

Pformation that he p%ovides tends
to be very unreliable.
decision to increase total potato
aereage 1is based on prices received
by producers for the crop in the
previous. harvest. This process is

- consistent throughout the Sierra..
3. Large scale potato producers receive

greater amounts of reliable information .

than do small scale producers.
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Exploratory Nature of the Research - A

This research represents an initial attempt at clari-
fying the role of market information (specifically market
price information) as it pertains to potato supply/price ins-
tability in Eeuador. As such, it must be considered as being
of an exploratory nature; for, although the researcher has
employed what he feels to be the best method of approach to
the problem being studied given the constraints encountered,
erending upon the results, better methods of approach might
be suggested in retrospect; Attempts will be made to enumerate
alternative apbroaohes to the problem being studied here in

the final chapters.

Delimination of the Study Area

The area of potato cultivation in Ecued?r is limited -
to the higher altitudes (2,500 metres and above) and extends
some 640 kiloﬁetres in a north-south direction from Tulcan
near the Colombian-Ecuadorean border tQ'Ecuador's(boundary
with Peru. ZExtending east and west of the citiee of Latacunge,
Ambato and Riobamba from latitudes 1° S. te 1.7° s. (approxi-"
mately), the zone of production reaches a width of 75 kllometres.
Due to the vast extent of the productlon area, and to
time and transportation constraingts 1mposeq upon the reSearcher,

the study was limited to the configuous provinces of Pichincha,

Cotopaxi and Tungurahua. - These are\among the most important

in Ecuador with regard to potato production.
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In'I§72; these three prbvinces combined comprised
almost 36% of the total area devoted to poté%oes42 in Ecuador
(13,152 of'37,729 hec‘cares).43 ihese same provinces accounted
for almost 48% of Ecuador's production in 1972 (221,357 of
473,348 metric tons),44 Tungurahua alone comprising 45%. In
’ yielq,.Tungurahua led all other provinces with 22.8 metric
tons per hectare in 1972.45

The study area was further defined to include major
producing regions within the ‘three aforementioned provinces.
In‘the end,ninterviews with potato producer; were conducted
in the Cayambe and Cangahua regions of Pichincha, the Pastocalle,
Latacgqga“énd Salcedo regions of Cotopaxi and the Pillaro, ‘
Aﬁbafo and Tiseleo—Quero regions of Tungurahua (See Appeﬁdix

C, Maps 1, 2 and 3). .
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METHODOLOGY

The Uée of Interviewing Techniques

Aside from those studies mentioned in the survey of
literature (i.e. Avevalo, Bromley, Wiegand), few secondary
sources of information existed, concerning the production and
marketing of potatoes in Ecuador ;h general and the role of
the information factor in particular. To supplement these
sources, and to obtain other necessary data for the study,
the researcher decided to inferview potato producers using
a structured questionnaire. B

Sampling Technique

’ . -

- Originally, the use of a stratified random sample of

large and small scale producers selling in regional and national
markets "in Pichincha, Cotopaxi and Tungurahua provinces had
been contemplated. This plan was based on the knowledge that
the Ministry ;f Agriculture and Lifestock was about to conduct

a census of all potato producers in these provinces in early
1973, and a list of these producers would be available to the
researcher. However, upon the researcher's arrival in Ecuador
in late 1973 , it was discovered that the census had been |
abandoned by -the Ministry anhd the .list of potato producers,

from which the random sample would have been drawn, had not

been completed.
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Further efforts to make use of a random sampling
technique for the purﬁoses of the study were voided due to
the unavailability of any lists of potato producers combined -
with the great number of small scale producers growing potatoeé
only for faﬁily consumption,'absentee landlordship in the case
of large haciendas, the reluctance of some_producers to give

information, the lack of a good transport infrastructure

inabling only limited péhetration into potato producing regions,

and difficulties in locating rural producers. Consequently,
the sampling methodology had to be changed.

A-syétematic sample, was also.considered. However,
since acourate estimates of the number of potato farmers in
the study areas were not available, this method of sampling
was not feasible. '

Instead, non-random or purposive sampling was chosen.
This consisted, primarily, of the researcher relying upon the
chief agricultural extention agent, as well as other extention
agents who were familiar with'tﬁe area, for estimates of the

size of the potato producing population46

in a particular
region. Names of large producers in the region, which were

almost always know by the agents, were provided and attempts

‘were made to interview these individuals. Moreover, on the

*.
way to interviews with larger producers, small and medium

A
size parcels of land planted in potafoes were frequently
noticed; inquiries were made concerning the owners of the plots

and they were interviewed if availiblé and they consented. "In
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y
some Cases, both large and small scale producers provided names
of other producers and; if possible, they were interviewed
as well. | 4

Although the majority of the interviews with producers
were done orn farms; somé producers were interviewed- in local
and regional markets.47 Attempts were made to interview all

producers who sold their own produce in the market; howevéﬁ,

for reasons mentioned above, few consented to be interviewed.

The Questiomnaire and Interviewing

~ A %total of 140 potato producers were interviewed in
the producing regions of Cotopaxi, Tungurahua andsPichincha
provinces. Forty-nine percent (69) of the total number of
interviews were done in Cotopaxi. Another 34% (48) were éom—
pleted in Tungurahua and the remainder in Pichincha.

A11 possible attempts were made to ;estrict inter-
viewing to those producers selling potatoes to middlemen on
the Tarm or to middlemen, retailers 6r consumers in local, o
regional or national markets. o Efforts were also made to
interview small, medium angd large scale producers to obtain
a valld cross -section of the Ecuadorean potato producing popu-
Jation. Interviews with producers were generally conducted
on the farm or in local or regional markets.

The Questionnaire,49 on which minor revisions were
made during the study, was specifically designed to obtain

information from producers which would provide answers to

SN
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those gquestions which have been formalized in the hypotheses;

namely, information related to: location, production, yield, %9
scale of operation, kmowledge of potato prices, sources.

market information, farmers' decision-making processes,’ impor-

tance and varieties of potatoes grown, problems in production'
and opinions of producers concerning fixed prices for potatoes
and price cycleﬁ aqgng others. The importance,bf tﬁe infor-
mation solicited froﬁ producers by way of the guestionnaire

cannot be overstated. Much of the analysié has been based on

guestionnaire responses.

Brief Description of the Analytical Method

The analysis undertaken in the study is both descrip-
tive and statistical in nature. The researcher, however, was-
limited to the use of non—paramétric statistical techniques,
for the most part, due to the small sample size, the unknown
nature of the population distribution from which the sample’
was drawn, and the predominant use of nominal and ordinal
qata.,?9 ) | |

To de{ermégf the validity of part (a) of the first
hypothesis, the responses of potato producers will be relied
upon. .

Both the responses of producérs to guestions concerning
their perception qf market inform;tion réceived, and concerning

whether they feel that a reliable source of market information.

exists in their area will test this hypothegis. Other responses
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are as follows: +the producer's kﬁowledge of the Santa Catalina

potato variety and the year of its adeption for production, the

initiative of the producer in seeking out the most reliable
soﬁ}ces of market information (i.e.Jéfavelling to the majof
markets rather than relying on a qecondary source), his know-
ledge of the movement of poﬁatoes from his farm to various
markets, his knowledge Qg éotato price and production cycles
and the farmers' thoughts and views on a fixeé price for
potatoes.

With reference to the second part of the first hypo-
51

thesis; the respops?s qf potato producers ito the duestion
on sources of market price infofmatidn, will simply be des-
cribed. This will give a fairly reliable indication of the
importance of the middleman as a source of market price infor-

mation.

To evaluate the reliability of sources of market price

information for producers, the farmers' responses to the

question (Question 15) on market information sources will be

compé:ed with the accuracy of the farmers! responsés to those

questions (Questions 6 and 7) dealing with existing (1973)
and past wholesale potato ﬁrices (1972) in major regional and
national markets with the .aid of contingency table analysis.sg“
To test reliability, an index of accuracy, based on the res-
ponses of farmers to those questions on potato prices in

regional and national markets in 1972 and 1973, had to be first

o
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prepared to evaluate the farmers' knowledge‘of these prices.
Responses given by the’producers were compareg to actual prices
in the markets at specified times, to determine the deviation
from:, the ag%Ual price. Producers were then clagssified accor-
ding to the accuracy of their responses regarding wholesale
potate prices in the magor markets in 1972 and 1973.. ’

As a further test of hypothesis one, contingency table
analysis or cross-tabulation was done to examine possible rela-
tionships between producers'! market 1nformatlon sources and
their perception of information quality and quanti?y (Questions
14 and 31), iﬁ an attempt-to show an associexion between market
information unreliability and the middleman as a source of
market information. :‘

The second hypothesis is concerned with the decision-
making process of the.Ecuadorean potato producer and the con-
_sistericy of this process throughout the study region.. Again,
with the use of correlation and contingency table analysis, .
an attempt will be made to relate potato prices in major
| markets in 1972 and 1973 to producers' responses to questione
on price and production, to discover whether'potato preduc-
tion in a particular year is responsive to the previous year's
prices. By examining farmers'! responses about their decision-
making processes, its importance relative to potato price
instability and the variation or its consiseency throughout

the study area may be determined.
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Other aspecté to be examined in relation to the second
hypothesis are the responses of producers concerning produc—
tion and price cycles. Consideration of such responses may
provide the basis for a more refined explanation of the exié—
tence and persistence of potato price flucfuations.

The third hypothesis reflects\on variations in market
information quality and quantity between and amohg large and
small scale potato producers. Size and production factors for
individual producers will be correlated with tpeir perceﬁtion *
of the market information received to determine whether ér,not
~ there exists a trend towards larger‘scale prodﬁcers receiving
greater amounts of more reliable information.

As a further test, size and production factors Qill
be correlated with producers'! responses on perceived prices
in the major markets in 1972 and 1973, in an attempt t6 corro- -
borate the above findings related to the third hypothesis.

Finally, throughout the analysis, results of tﬁe
research related to individual hypothesis will be viewed at
a provincial level, as well as in the aggregate, to determine
whether or not they are spatially consistent throughout the |

study area.
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CRITICAL EVALUATION OF DATA QUALITY
In most studies undertaken in less developed ccuntries,’
.the guality of the data base must be carefully conSidered
"The greatest problems arise, of course, on the micro-scale
where primary data have to be gathered for lack of other re-~

n53

sources. In the case of this research, the data, being

of a‘primary nature, must be critically examined fo identify

+

those areas where the qnality if suspect.
To begin, the nethod of innerviewing employed by the
researcher may have given rise to the poss1bility that responses
of potato producers on some questionnaires were not properly
recorded, or were biased or misrepresented. This may have-"
resulted from the fact that although ‘this researcher did the
—greatest part of the interv1ew1ng of producers {i.e. asking
the questions and recording the responses) he wasg forced “due
to time and transportation- constJ@ints, to utilize the services
of three students to do some interviews. ‘It may be that these
gtudents misinterpreted the'intent of some of rhe questions'
appearing in the questionnsire. They may have also biased
producers' responses by leading them on and anticipating their
regponses. Although the above praotices'may reflect upon the
quality of some of the primary data, it must be pointed ouf
that all three of the students who did interviews were highly

recommended by reputable people. The two students, who
- ;
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conducted a total of fifteen interviews in the Province Qf
Tungurahua, attended the Colegio de Agricultura in Ambatg

and were recommended by the Director of the School. The

other university student who conducted interviews in Pichincha
and Cotopaxi was a native of Quito and héa been recommended

by another res;archer working there who was familiar with

her work. In all cases,. these students were given detailed

_ 1nstructlons as to how interviews with producers were to be
conducted. . - \

The researcher's lack of fluency in the Spanish
language also posed problems in the interviewiﬁg of potato
producers. In some instances the researcher ma have mis—
interpreted responses of farmers to questions during the initial
interviews; however, as more interviews were done an expertise'
was gained, and %hg possibilitf.of misinterpretation decreased.

Some of the producers’ responses may have been deli-
berately falsified due to fear that.fhe information might be
used by the government for such a purpose as taxation. .There-—
fore, "if one considers that such data are collected ... from
an illiterate or semi-literate populace which frequently is
antagonistic to representati&es of the government, one must
be apprehensive".B4 Despite the efforts of the researcher
to disﬁel producers' fears, the faét that an extention agent
of “the gov%rnment agricultura; extention servige always
accompanied the researcher, may have led to deliberate_under

or over-estimates of: yield, size of farm, number of hectares

in potatoes, prices paid for potatoes by middlemen, amount
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of prdduotioﬂ sold by the farmer himself in thelmarket and
the number of sementeras (harvests) sold in a year.

. With respect to all other questions, it éﬁpears ﬁhat,
becéuse of their natﬁre,‘thére would be no need iorlpréducers
to falsify their responées; for these questions did not touch
on sensitive area. Thus it is assumed that this data is as
accurate as can be expected. = ' -

Another data;quality problem concerned thé actual

location of the fincas or haciendas of the potato producers

. ~
interviewed., To pinpoint the actual location of produters' °

fincas for mappihg purposes they were asked to Provide infor-
‘mation on: +the nearest city or town and the distance from
“that town to ﬁﬁeir finca, the finca's orientation rélative to
the town and the can%ﬁn aﬁd:garroguia in which the finca was
‘located. The researcher had-to rely, to a great degree, on
the-producer's kmowledge - of the 1oéatioﬁ of his finca.
However, where possible,55‘Ecﬁadorean topographic maps Were

used to verify the locations of the fincas or haciendas of

those producers interviewed. Still, the locatign of the farms
of some producers‘interviewed must 59 consideréﬁ approximate.

Finally, weekly potato prices in the major markets of
Ecuador in Augusf and Septéﬁber,,l973 were .to be used to cal~
culate the index of accurdey of pgtato produéers with' regard
to potato prices. Despite the researcher's efforts ﬁo obtain
ﬁhié dafa, it remainéd elusive and thus average mqnthly,

rather than weekly, potato prices for August and September,
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1973 were employed to determine broducers! knowledge of
‘poteto prioes:

To-conclude, a few words must be said about the data
quality relative to the analysis to be carried out in the
sfudy. Wesche states thép:

"Data for less developed countries are usually
limited in quantity, coverage and quality,
and.researohers from dereloped countries ;re
7frequently not sufflclently crltloal of thelr-

'usefulness for advanced statlstlcal analysis. n56

N Thl researcher realizes- the limitations of his data
) 1£ the above context and, although he proposes to make use of
correlatlon and contlngency-table analysis, they are not coh~—
‘ 31dered to be sophlstloated statlsﬁlcal techniques requlrlng
data oomparable to that available in developed countries.
’.Moreover, a great deal of descrlptlve ana1y81s of various
aspeo%s of the problem w1ll be employed. |

One must also caution that, because of the sampllng
procedure utilized, the statistical results may not apply to
all potato producers. The resulto apply only to producers
in the study reglon Although the researoher feels that,

- with some exceptions, the findings of this study could gene-

rally be applied throughout the Sierra region, further research

"to corroborate theseafindings would be necessary.
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sixty-nine completed in Cotopaxi, fivelwere done in
Latacuﬁga market, six were done in the Saguisili market

and the rest were done on farms; of the forty-eight



- 51 -

REFERENCES (Cont'd)

-
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- were actually located by name on the topographic maps

used. Problems in the location of-fincas arose in the
case of the very small ones (i.¢. less than two hec-
tares).
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CHAPTER III ’

MARKET TNFORMATION RECEIVED BY POTATO PRODUCERS :
- QUANTITY,” SOURCES AND QUALITY

Focus of the Chapter 5

It is postulated that Ecuadqrean potéto produceis
receive 1ittie or no market information with which to make
production decisions. Also, with specific reference to market
price information, what information they do receive originétes
from the middleman in the marketing system who tends, it ié
theorized, to provide unreliable information. The above
problem of the lack and unrellablllty of market 1nformat10n'
results in producers basing productlon decisions on past expe-
rience and prices and this has lead to the perpetuation.of
potato supply/price instability. |

The anélysis descrihed in this-chapter attempts_to
find support for the above.hypotheses by focussing on the
questions of quantity, sources and quality of market infor-
mation received by producers.: Results are based, to a great
degree, on survey data and its manipulation through the use
of contingency table analysis. The quantity-of market infor-
mation received by'producers is dealt with briefly as an
initial focué. Emphésis is then shifted to market price infor-
mation and its source and quality. These are examined in |

+detail. The role of the middleman in the agricultural marketing
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system, in general, and as a soﬁrce of market price information
are ﬁarticularly stressed.

In addition, the relationship betweed the reliability
of market price information and the‘major sources of this
information is also explored in depth. First, an index of
accuracy relating pfoducers' berceived prices to actual prices
in major markets for 1972 and 1973 is utilized to test the
above relationship. Secondly, responses of producers to

57

questions on reliability’’ and major sources of market infor-
matlon are cross—-tabulated in an attempt to determine if a
relatlonshlp does exist between the two. Agaln, survey data
forms the basis of the analysis.

Finally, the above relationships, as well as being
analyzed ;at an aggregate level, are studied at a provinecial

level to determine if any spatial variations in the relation—

ships exist.

Quantity of Market Information Received by Potato Producers

When asked about the amount of market information
received, 59.3% of these producers interviewed in Cotopaxi,
56.1% in Tungurahua and 47.7% in Pichincha indicated that
they received little or no market information. Another 20.2%
in Cotepaxi, %31.2% in Tungurahua and 39.1% in Pichincha claimed
they received just enough information pertéining to the pro¥
duction and marketing of potatoes to aid in their decision-
making process while only 18. 8% in Cotopaxi, 10.4% in Tungurahua

and 8.6% in Pichincha, of those interviewed, estimated that
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they received more than enough market -information to aid in .,

L

making production decisions. Table III.shows the responses

of producers to the qué&stion:

TABLE I3l

Quantity of Market Information Received
(Number of Producers)

A

LITTIE OR " MORE MIAN
PROVINCE NONE ADEQUATE ENOUGH TOTAL
Pichincha 11 9 5 23
Cotopaxi ST I V) 14 * 69
Tungurahua 27 . 15 6 48
TOTAD: 79 | 38 n 23 140

Viewing the abové results at 2n aggregate level, it
appears that é majority (56%) of the total numﬁer of those
producers interviewed felt that they received little or no
market information. -

At a provincial level, results were similar to the
°‘aggregate in both Cotopaxi and Tungurahua with the .exception
of Pichincha where only a stroné minority ?f producers felt

that they received little or no market information.

Major Sources of Market Information For Ecuadorean Potato
E;daucers

The Middleman in the Potato Marketing System in Ecuador
In theory, a middleman may be defined as a "business

concern (or individual). that specializes in performing functions
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or renderlng services 1mmed1ate1y involved in the purchases
and/or sale of goods (agrlcultural products) in the process'
of their flcw from producer to consuuer" 58
In Ecuador, the middleman is a key element in_%he w
-agricultural marketing system. *He‘berforms such functions as
consolidation, storage and transportation of agr;cuitural |
products from their source of production, to local, regional
and national markets where they may be”sold to other inter-
mediaries or directly to the consumer. On .occasion, he may
also perform the function of.money—lender. In some cases,

59

middlemen may even undertake the harvestlng of potatoes,

Smith has identifiec

ive major j%pes of middlemen
operating in the Ecuadorean Sierra: he Sierra central place,
tha Coastal central place, the t avelllng Qultc, the statlonary

Pichincha, Cotopaxi and Tungurahua, all of the‘aforementioned,

o and the trucker mlddleman.GO In the prov1nces of

with the exception of coastal central place middlemen, operate
uo some degree, |
Opinions vary concerning the wvalue of the functions
performed by the middliemen in the agrloultural marketing
gsystem of Ecuador. Indeed, relatively llttle is known about
the group as a whole due to their reluctance to divulge infor-
mation ccncerning their operations. This has resulved in
adverse criticism from many sources to’the extenf that the
word "middleman" has become synonymous with "excessivel§ high

profit margins", low prices to producers and monopolistic and

-~
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oligopolistic behaviour in the buying of agricultural
products, - ' > i

] In its report on the state of the Ec#a&orean agri-

cultural sector, the U. 5. Agency for International Development

™

(A.I.D.) stated that:

fn

ces markets (in Ecuador) are dominated
by pozZiful middlemen who are qu&ck to absorb
any price increases, thus hurting farmers'

- incentives to increase production".Gl v

The report continues on to say that: A \-

"Small farmers suffer considerably from the

marketingféystem, as middlemen receive high

margins‘and, for many commodities, ahsorb

most of any-increale in price ... In

some marketing zones,-there are only a

few buyers for agricultural'prodﬁcts; and

their influence iﬁ the marketing process

‘can be judged by the fact.that they are

sometimes ;eferréd to asva kind of 'Mafiat,nb?

Of primary interest in this study is the role of
middlemen as a major source of market price information for ‘
Ecuadorganﬂpotato produgefs: Sﬁith has .theorized that, in ‘
many cases, middlemen arerthe only ‘individuals in the markét—
.ing ch‘ain which have adequate informa‘tion about supply—d.eﬁand
rela¢ionships.and the pr;cing‘zfpﬁarious agricultural products;

for, af he points out, the consumer‘has-no idea of Fhe supply -
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gituation in the country nor does the‘ppoducer ¥now the demand
situation in the city.63. Smith feels that, even without
relying upon supply manipulation64 (as they are guite capable
of doing due to their oligopolistic position in the storage
of agricultural products), middlemen can cause the fluctua-
tion of prices of agricultq;al gooas because market information
}%QYS stop with them.65 Expressed in another way, the failure
of the middleman, if he is a major source of market price
information, to impart to producers his knowledge about
market prices as well as supply and demand could result in
the perpetuation of severe price fluctuations of an agricul-
tural commodity such as potatoes.

The next section examines the problem of the middle-
man.as a major source of market price infdrmation for Fcuadorean

*

potato produceré.
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THE MIDDLEMAN AS A MAJOR SOURCE OF MARKET
\ . PRICE INFORMATION

‘During the course of interviews, Ecuadorean potato
i .

producers were asked who their major sources of market infor-

mation were. They were given a number of choices; namely:
middlemen, neighbours, other producers, extention agents, the

| . .
narket ét the moment of sale and other. Since they were not

limitedito one major source of market price information, many

of those producers interviewed indicated more than one source.
1 :

The resﬁlts are displayed in Table IV below:

|‘
| ' ~ TABLE IV

. Number of Market Information Sources for Producers
| (Number of Producers)

-S0URCES

|

t NONE ONE TWO THREE FOUR FIVE TOTAL
Produce#s: - Numbers: 3 57 49 19 4 2 140

& Percentage: 6.4% 40.7% 35% 13.6% 2.9% 1.4% 100%

gBased on the interviews with Ecuadorean potato

L]

produce#s, the most freqﬁently mentioned sources of market
|
price information were the market at the moment of sale and

middlemen. The tabulated results; both aggregated and pro-

|
vincially are reproduced ,in Table V below:

‘Othe§7éources of market information such as news-

papers;‘radios and extension agents appear %o Be of little

t
|
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importance as wajor informat{on sources for potato producers;

they wépe mentioned only by.9% of producers interviewed.

TABLE V

Major Sources of Market Price Information
For Potato Producers,

INFORMATION TOTAT .
SOURCE SAMPLE .PROVINCIAL SAMPIES
NUMBER " :
OF 'PICHINCHA COTOPAXI  TUNGURAHUA
{PRODU~ PERCEN- | - . o
V' OER. . TAGEY . PERCENTAGE
Market’
at Moment N , ,
of Sale 104 74% 61% . 15% 79%
Middlemen 51 . 36% 70% 25% . 38%
Neighbours 47 . - - 345 - 42% - 38%
Other ‘ - ' - ) .
Producers 22 16% - - 25%
- . f# N 3 - B
Other 14 10%
a/

Percentages total more than 100% due ta,the

fact that producers named more than one
~ major source of market information in many
cases.

Major Source of Market Information Where Only One Source

indicated

-

In those 26 cases in Cotopaxi Province where only one

major source of market price information was indicated by

potato producers interviewed, the market at the moment of sale

was; mentioned in 21 cases (80.8%) while middlemen, as a source,
)//~g§i;ed mention on only 2 cases. : c .

(;r“_/‘ .

—

.
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TABLE VI

MAJOR SQURCES OF MARKET INFORMATION . -
FOR ICUADOREAN POTATO PRODUCERS
{BY COMBINATION OF SOURCES)

-Number of
Sources: Source : Total

One: METMIDDIMN MIDOLMN OTHER OTHERPRQD NEIGHER

]

azd/ 1l C 2 1 .1 - 57 .

Twa: OTHERPRCD-NEIGHBR MIDDIMN-OTHER NEIGHBR-MKTMIDDIMN
1 1 17 "lg

MIDDIMN-NEIGHBR NEIGHBR-0THER OTHERPROD-MKTMIDDLMN
1 5 ’ 2 8

MIDDIMN-OTHERPRCD . MKTMIDDIMN-MIDDLMN
1 21 * 22

Three: | MKTMIDDLMN-MIDDIMN-NEIGHBR MIDDLMN-OTHERPROD-NEIGHBR
8 T 2 16

CTHERPROD-NEIGHBR-MKTMIDDLMN NEIGHBR-MKTMIDDLMN-OTHEER
6 1 - 7

- MIDDLMN-MKTMIDDIMN-OTHERPROD  OTHERPROD-NEIGHBR-OTHER
2 T 1 T 3

METMIDDIMN-OTHERPROD-0OTHER
1 ’ : . Cl 1

Four: |MIDDIMN-MKTMIDDIMN-OTHERPROD-NEIGHER

3 3
Five: ALL SQURCES
2 . ‘ 2
TOTAL: - 13 zb/
a/ . . ‘
Figures represent number of groducers with -a particular -
source or combination of sources. - .
b/

Eight producers did not respond to the questlon on
sources of market information.
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In Tungurahua, mlddlemen were mentioned in only l
case of 17 while ‘the . market at the moment of sale figured in
15'casesJ(83%).

In Pichincha, however, producers ihdicatéd.middlemen
as a major source 'in 8 cases (57%) and the market at the

moment of sale in the other 6 (43%).

-

Observatlons Concerning the Quantltv and Major Sources of
Market Informatlon

Quantity of Market Information
The reéults of the survey indicate that a majority
pf the producers feel that they receive little or no market
infofmation in general. Although it was expected that more
fhanrjustzg majority of producers would have replied in a
similar'manner; nevértheless, the resulis are consistent with
'the.original gpothesis that producers receive minimal

. »
amounts Qf market information.

’ \ Major Sources of Market Information.
! u'iﬁ, with reference to the survey results, it would
appear, in the majority of cases, potato producers rely on

more than one major source for market information (specifically
markef price information). Thié and ,the fact that the most
frequehtly mentioned source 05 market price informat}on among
producers was the market at the moment of sale suggests that

potato farmers may not be totally satisfied with market price

informatioh they receive from those middlemen (operating in

/
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their regions) neigﬁbours,'or other producers. Thus, in
order to protect their own 1nterests and insure themselves
the greatest return on thelr crop, they appear to travel to = .
local and regional-markets themselves to obtain maximum prices
for their crep. According to theﬂresponseS'of producers, mahy.
(57% in Pichincha, él% in Cotopaxi and 94% in Tungurahua) °
travel to local and regional markets to sell at'least some_
of their production. In some cases, smaller producers,:who
have: a marketable surplus of potatoes, and who may have'been
roverlooked by mlddlemen consolidating production in their
.'reglons, in all Probability, are forced to travel to the
nearest local or reglonal market to sell their product. Hence,
this becomes the sowurce of thelr market price 1nformatlon.
| The above reasoning may also accbunt for provinecial
varlatlons in, the major sources of market price information.
The figures suggest that the plethora of small producers in
.Cotopaxi and Tungurahua, having little access to middlemen
and market information they Provide, rely,‘for the most part,
on neighbours and the nearness-or major wbolesaie potato mar-
kets of Latacunga and Ambato for the bulk of their market price
informatiOn. In Pichincha, potato producers are fewer in
number and produce more in comparlson with individual producers
in Cotopaxi and Tungurahua. The probabilities of a middleman
serving potato producing areas in the Cayambe (Pichincha) ~ )
region are thus greater than in the other bwo provinces due -

to fewer and larger producers. However, those producers in

A
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Pichincha still make use of their proximity to the large whole-
sale markets of Quito and Ibarra for potato price information

(See Table V, page 55).

Middlemen as Sources of Market Price Informatlon in the
Markets and on the Farm .

) The fact that the majority of the samplé indicated

as their major source of market price information; the market
at the moment of sale, suggests that producers (small and
medium scale for the most part) travel to ;ocal, regional and,
on occasion, national markets to sell their production perhaps
with only a vague idea, if any, as to what might be the whole—
sale price of potatoes. ' Thus, their presence in the market
allows them to take advantage of the opportunity to obtain
severa} price bids on their prsduction from several market

intermediaries. Once in a market, the producer's market price
b4

information source may be any number of: middlemen of all

types, revendones, minoristas and other producérs. _Howevér,
thte producer's major source of market price information ih
the markets is s+till likely 4o have been the middleman; for
it is the middleman, in both local and regional markets, who
confinues to be the dominant force.

From persdnal conversations and observations’in local

and regional markets, it appears that middlemen frequent these
* 3 .
markets primarily for purposes of buying potatoes for shipment

to national markets (i.e. Quito and Guayaquil). Because of

their knowledge of the supply and demand situation relative
1
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to the crop, they continue to be major sources of market price
information, for farmers travelling to these markets with
their production. In many cases, the middleman is the "price-
maker" and the producer a "price-taker". Although haggling
over prices is common, producers are offered a price by the
middlemgh which he accepts or rejects. The alternative to

the acceptance of the middleman's price is selling to revendones,

minoristas or directly to consumers.

Respondents interviewed for the purpose of this study
66
n

were not asked to qualify their "market at the moment of sale
response to the market information source guestion. Thus it
is possible that, a producer who did not -indicate the middleman
as his major source, may have used bids from middlemen in
markets to gain a knowledge of the range of the wholesale
prices of potatoes at a'ﬁartioular time. Thﬁs, the results
of the survey appear to reveal the existence of two types of
middlemen who act as major market price information sources
for producers: one which is resident in local and regional
markets (the market at the moment of sale) and the other who
operates in the countryside (middleman) consolidating produc-—
tion. - : -
Considering the above explanation.and the fact that
the middleman continues to be the predominant'fdrce (in terms
of his possession of information on demand and prices of
agricultural products) in most local, rggional and national
markets, he must be considered as the major source of market

price information for Ecuadorean potato producers.
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PERCEPTION OF RELIABILITY OF SOURCES
OF MARKKT PRICE TNFORMATION

e

In order to gain some idea of how producers interviewed
perceived the reliability of the major sources of market price
information, they were simply asked if they thought reliable
market information sources existed in the Sierra.

When asked if there existed reliable market information
sources in their respective zones, 49% of those producers
interviewed replied that information sources were not reliable,
36% replied that they were and the remaining 15% had no opinion.

Tabulated results for the individual provinces are contained

in the table below:

IABLE VII

Responses of Producers to Question of the Existence
of Reliable Market Information Sources

PROVINCE RELIABLE UNRELIABLE NO OPINION  TOTAL
PICHINCHA 4 (17.4%) 16 (69.5%) 3 (13%) 23 (100%)
COTORPAXT 17 (24.6%) 33 (47.8%) 19 (27.5%) 69 (100%)
TUNGURAHUA 29 (60.‘4%) 19 (39.1%) . ~— 48 (100%)
TOTAL: 50 68 22 140
Surprisingly, Table VI reveals one important fact o

which was not observed at the aggregate level; that is, unlike
j~%he two other provinces, whose results clearly parallel the
aggregate, a large majority of producers in Tungurahua

r.



‘expressed the opinion that market information sources in

their zones were reliable rather than unreliable.



THE MIDDLEMAN AND RELIABILITY OF
. MARKET PRICE INFORMATION

Further Stqtement of the Methodology

In order to determiné whether or not é relémionship
between various sources of merket information and their
reliability "exists, contingency table analysis was empléjed.
Since the data used in the testé are predominantly nominal
and ordinal scale for the most.part, the use of this n;h—
parametfic'technique seems appropriate. Contingency table
analysis or cross-tabulations consist simply of "a joint
frequency distribution of cases according to two or more‘
‘classificatory variables. The display of the distribution

of cases by their position on two or more variables is the

chief component of contingency table analysis ...".67' .

Testing the Significance and Strength
of the Relationships

The SPSS Program CROSSTABS makes use of chi square,
rhi, Cramer's V and the contingency coefficient to determine
the significance, strength and direction of relationships
between two or more variables depicted in the frequency
tables.

Chi square (x2)%8 ig used in the‘éﬁalysis of the
relationship between major sources of market information and
their reliability as a test of significance. It is non—-

parametric in nature and mekes no assumptions about the

~ ) ) i
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Qistribution of the population studied. Depending upon the
critical value of £2 and the nuﬁber of degrees of freedom,

"a high x2 implies that a systematic relationship exists
between two variables béing considered while, on the other
hand, a small value of x2 signifies the absence of a relation-
ship‘of the statistical independence of tﬁe %wo variables.69

Phi (@), for the purpose of this research, is employed

as a measure of association and strength of the relationship
: )

between two variables. Phi‘makes a correction for the fact
that the value of x2 is directly proportional to the number
of cases by adjusting the x2 value. This statistic ranges

h Y
from 0 indicating no relationship between variables to & 1

signifying peéfect association.70
éramer's V, another measure of association, is a
modified version of phi suitable for contingency tables
larger than 2 x 2; for when phi is calculated for a table
larger than 2 x 2, it has qg upper limit. Cramer's V adjusts
phi for the number of r?yf/pf columns in a table, depending
‘upon which of the two is smaller. This measure ranges from
0 (no relationship) to +1 (perfect association) but does
not indicdte the direction of the relationship. -
The- contingency coefficient (C) is another measure
of aé ciation for ordinal data. Again, C ranges from O
relationship) to an upper limit of less than 1.72 s
in the case of Cramer's V, the contingency coefficient doe#

not indicate the direction of the.rela’cionshipj3 .

N
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-

Problem Encountered in the Use of Contingency Tahée Analvysis
and Chi oguare in the Thesis :

One of the principal problems encountered in th% use
of contingency table analysis together with the chi,sqd&ré
test of signific%uce in the thesis concerned the problem
associated with the number of observations (expectedjpin
any given cell within the freguency tables generated by the
analysis.74 In some cases,; depending on overall sample
siZe: the appéarance of less than five observations in a
cell within the frequency iable leads to a distortion
(over estimation) of the chi squ;re.value and consequent
problems in determining whetner or not ahsystémafic relation-
ship does exist between the variables in question. This

problem is, indeed, encountered'iﬁ?the proceeding analysis

due to the small number of interviews completed with potato

[ -
“o .

producers. .- -

-

As a solution to this problem, ﬁhe congsolidation of

- twouor more cells within the contingency table was recommended

despite the fact that this tends to obscure information per-

taining o the relationship between the variables. Although

the Tesearcher presents the results as originally generated,

wherever required, consolidation of cells, age.recalcnlation
of the chi square value to verify the original results was

undertaken.
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ANALYSIS OF THE RELATIONSHIP BETWEEN RELIABILITY
.. ANDU FARKET PRICE INFORMATION SOURCES —

Mgrket Prlce Information Sources and the Producers
hiédge of Potato Prices 1n Major Markets 1972-73

, 4As a Primary test of the relatlonshlp between major
sources of mavket prlce 1nformat10n and the reliabxilty of
thls 1nformatlon, pfbducers' responses to questlons concer-
ning 1nformatlon sources were eross ~tabulated with thelr :
responses to questions pertalnlng to'%holesale pgtato Prices Y.

in major regional and national markets in 1972 and 1973.

The ch01ce of 1972 and 1973 for an analy51s of pro~

« ducers’ kﬂleedge of potato price in major markets was

relatéd to the fact that, if a 31gn1flcant relatlonshlp could
'be found to exlst ‘between. producers! knowledge of prlces and
_sour&es of market price information and it was consistent
for two years, then, this would increase the credlbrllty of. b
the results.

Sincé the research was-undertaken in the summer of

1973,_11: seemed 1oglcal to query producers about prlees Q
prevall;ng at that tlme to galn some idea about thelr oontem—

v porary kmowledge of/prices. ~ Also, more accurate percepﬁions
of contemporary prlces from Producers were expected than for
1972; %onSequently, magor emph#sis has been placed on the

- analysis of 1973 data. IToducé;s' perceptlon g-of 1972
potato prites were 1nqu1red about prlmarlly for comparatlve
@ . | ’i ’ -. - g .'_ o .

’ ' T : g
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purposes t _eorroborate any findings related to the 1973
analysis. Since the researcher agked fon.produeers percep-

tions of prices only one year before, no maaor recall (of

" price) problems on the part of the producer were anticipated.

However, the researcher did expect slightly less accurate

(compared to those of 1973 ) Aesponses of prod!cers for 1972.
Price dgia gathered for 1972 can also*be considered .

important to the analysis of the decision-making process of

producers which follows in the next chapter.

A

Construction of an Index of Accuracy Based
on Producers Perceptionfs of Wholesale Potato Prices

To evaluate the producer's knowledge of wholesale
potato prices, an index of accuracy was constructed. The
responses of the producers on questions pertaining to whole-
sale potato prices were compared with the actual prices of
potatoes at specified times to determine deviations from
the actual price. DProducers were then classified on tne
basis of the accuracy of their responses regarding the prices.
‘ Becauses SIMAE published weekly ranges of wheIesale_'
potato pricee (maximnn and minimum values), responses of
producens fallinglwithin the range of SIMAE prices were
astill considered as very accurate for the purpose of the

index) ~ e ' -

Source of Actual Price Data for Comparison o

Weekiy wholesale potato price data\pollected by

sTA® in 1972 and 1973-for the major Ecuadorean markets of:

!

Py’
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QuitoJuGuayaqg?l, Ambatg’ and Latacunga provided.é point of
reference which could bé~compared to producer's responses

to form the index. However, weekly data on wholesale potat
price% for August and September, 1973 were not available "?:,//

and tﬂus average monthly, rathes than weekly, wholesale
] .

potato| prices were utilized.75 (See Chapter II, page 30).

' As a basis for the index, producers were asked what

they %

Tor "ﬁapa Chola") in the markets in Quitd, Guayaquil, Ambato

erceived wholesale potato prices te be (per quintal

and Latacunga on the day the& were being interviewed and dne

year before. Producers' responses concerning prices in 1972

14

“~

and 19V5 were then compared te the actual p;ices‘that existed

in the{major markets. The following index76 wag then cons-
#

\' Very Accurate: .?roducers' perceived prices
| ‘
\

| - (1972-73) within O to 5 Sucres 2’ .
i .‘* " of the actual price

| Acéurate: Producers! ﬁerceived Prices

| : , within.6 to 11 Suéres of

' ¢ the actual price

Inaccurate: _Producers' perceived priéés
within 12“ 17 Sucres of*

the actual price

_ NS -
» Very Inaccurate: Producers! perceieéd prices

not within 17 Sucr®s_of- the

actual price
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Doesn't Know: Producer did not know prices. !

The range from "very accurate" to "very inaccurate"

con51sted of four 1ntervals of five Sucres. In the aggregate,.
| the difference of 20 Sucres between peroelved and actual
price could acqpunt forea 17% to 20% dlfferenIE.al in the
' prlce of a quintal of Ecuadorean potatoes. Thls dlfference
could influence his decision ooncernlng the amount of acreage
to plant in potatoes. |

Since it is postulated that producers receive a

minimum of reliable market 1nformatlon in general and market
Price 1nformatlon, in partlcular, one would expect producers'
perceived prloes relative to aotual prlces t0 range from
inaccurate to very inacourate. If proqucers are very poorly
informed then they may not have any idea as to wholesale

potato prlces in major markets.77

Relatlonshlp Between Middlemen as a Major Source
of Market Price.Information and Producersd!
Perception. of Wholesale Potato Prices in 1972

\M_;//,- " Based on previous findings, two distinet types .of

.middlemen are oonsidered in the analysis; thoee who operafe
primarily in the country51de (herelnafter referred to as
MIDDIMN) and those ;who frequent local and regional markets
(herelnafter/referred to as MKTMIDDIMN), [

In the case of the forumer, the analy51s of the relation-
ship betweeﬂ'MIDDLMN as a major source of market price infor—
mation and the producer's accuracy in hie;perception;of

wholesale potato pricestrevealed some .statistically
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ABLE VIIT R
Tpe'Middleman‘as a Market Price Information Source
Related to Producers' Perception of Whol?aale
Potato Prices in Major Markets, 19723 .
(Aggregateb/ Cross-tabulation Results) .
: MEASURES. OF ASSOCIATION
-VARIABLES SIGNIFIC}\N‘CE BETWEEN VARIABLES
LEVEL '
CHI OF
SQUARE SIGNIFI-+ CONTIN cY
{x2) . CANCE(S) CRAMER'S COEFFICIENT(C)
MIDDLN/ : ﬁ
RELATED .TO: A i,
INDEX OF d
ACCURACY - '
FOR. QUITO 8.0563 .08 .23 .23
INDEX OF o .
ACCURACY 4 '
FOR R S
GUAYAQUIL® | 12,1434~ .01 . .29 .28
INDEX OF -
ACCURACY !
, FOR
AMBATO 12.0441~ .01l . «29 . =28 J
INDEX' OF * ) ) ' -t
ACCURACY . ' s
FOR OTHER B.4025 .07 .25 "'.'25'
N - - 1
MKTSALEd/
RELATED TO: . .
INDEX, OF
ACCURACY
FOR QUITO 3.0478 .54 .14 .14
INDEX OF .
ACCURACY ’
FOR o
GUAYAQUIL 2.6214 .62 A .13 213 o
INDEX OF 5 .
ACCURAGY
FOR
AMBATO .2301 Y ..99 .04 .04
INDEX OF /
ACCURACY S . .
FOR OTHER 1.5459 .BL . a1t .11
. ‘ . . - .
;‘.

A

.:hm

"o
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TASLE VITIa -

Results of Table VIII Corrected Via Consolidation
of Cells to Eliminate Problem of Laess .than
Five Observations Per Cell in Contingency Table

(Aggregateb

Cross-tabulation Results)

VARIABLES

MIDpLmS/
RELATED TO:

INDEX OF
ACCURACY .
FCR QUITO

INDEX QF

" ACCURACY

FOR

- GUAYAQUIL

INDEX OF
ACCURACY
FOR
AMBATO

INDEX OF

ACCURACY

FOR OI'HER
n

SIGNIFICANCE

MEASURE OF

ASSOCIATION

CHI
SQUARE
(%2}

CRITICAL
VALUZ
(.05 LEVEL)

DEGREES
oF

FREEDOM

CONTINGENCY
COEFFICIENT .

"+ 4.39

~

5.99

15.99

5.99

5.99-

-20

.20

.17

.17

L4
MRTSALE
RELATED TO:

- .
INDEX OF
ACCURACY
FOR QUITO

INDEX OF °
ACCURACY
FOR
GUAYAQUIL

INDEX OF
ACCURASY
FOR
AMBATO

INDEX OF
ACCURACY °
FOR OTHER

" .00

“ l.44

5.99

5.99

- ™ Significant at .05 level.

.00

.11
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A,
TABLES VII and VIIIa (Cont'd)

: ‘ M -
a/ See Appendices E and G for detailed resul%s._ )
v/ Results are based on responses of all 140 producers.

e/ This' anacronym for middleman was used for programming

purposes. L :
a/

~ This anacronym for the market at the mbmpnt of sale was
" used for programming purposes.

&« |
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significant, yet very weak, associations as are evidenced

by the high chi square values in Table VIII. However, if
one examines the results shown in Table VIIIa, which are
.the corrected values of the.chi squares in Table VIII due

to the appearance of less than five obsérva%ions in a number
‘of cells 1% the contingency table (see Appendices E and G),
one sees no statistically sighificant chi square values.

In the cafg of the latter, no statistiéally éignificant
resulté were found in either Table VIII or VIIIa,

'h: Since no significant associations wérg Eound between
MEKTMIDDIMN and MIDDIMN as sources of market price information
and any of the indexes of accuracy in 1972, this would seem
to indicate that }he cannot be considered as an unrﬁliablé
market_price information source. . x'

Relationship Between Other Market Price Information Sources
and the Accuracy of Producers' Perceived Prices

No other statistically significant relationships
were discovered between any other market price information
»
source (i.e. neighbours, others, ete.) and accuracy indices

for 1972. "
’ . : /

%%amlnatlon of Above Relatlonshlps
S 3 at a Provincial Level

— N At a-prov1n01al level in Cotopaxi no statistically
81gn1f1cant relationships were found"to exist between MIDDLMN
and the producer S perceptlon of potato prlces in Quito

ﬁx = 8;4, s = .O?),.Guayaqull (x° = 3.0,-s:= .54), Ambato

€ .
." - -
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(x2 = 1.10, s = .89) or Others (x° = 5.39, s = .24) nor »
coulﬁ any significant associations be found between any

other information sources and any ¢f the indices of accuracy
for 1972. \

. In the province of Pichincha an examination of the

relationships between the MIDDIMN as an informatiop source

and the indices of accuracy yielded results similar %>those
found in Cotopaxi. , %;Ir : ,'

Hg;éver, ir' Tun ahua province reéults indféated
a significant association between MIDDIMN as a source of
: inforﬁation and producers' berceived prices in Ambato
(corrected x% = 8.2, s - .05, c' = .38). A more detailed
examination of the frequency tables indicate that the relation-
ship is negative in that it appears tﬂat those producers who
‘utiliéed information on prices provided by a MIDDIMN were
also ver& inaccurate or did not Mmow potato priceé in the
‘Ambato market.

Other producers, as sources of market pfice infor-
mation, also seemed to be linked with the unreliability of
market price information to producers according to results
of the continggncy table analysis (corrected x2 = 6735,

s =.05, O =.34). | )

With reference to MKTMIDDIMN, again, no statisti-
cally singi@icant relationshéys‘between him as marketlprice‘
infofmation,source'and the producers acouj;cy in Perception )
pi potato prices was found at a-prq%incial level. "!-

N N

[

- -

-4



- 80 -~

From the provincial analysis, three observations may

be made: . |

d;}! the MIDDIMN, in all but one case,lanq the
MKTMIDDIMN, in all cases, as market price
information sources are not significantly
related to the indices of accuracy for all
the major markets; |

(2) in the prov;nEe of Tungurahua there appears
to be a statistically sigﬁificant associa-

’ _ tion between MiDDLM%\as a market price
information source and the index of accuracy
for that mar%q; nearest the producer;

(3) in all provinces ‘the significance of relation-
shipé between information sources and the
indices of accuracy were obscured by the
small number of observations used in the N

— ~analysis and the continuous problem of the
existepce of less than five observations
in a cell of the contingency table.
Due to the third observation mentioned above, of
thé results of the analysis can hardly be viewed as conoretejr
proof that MIDDIMN and MKTMIDDIM are unrel;able market priag\; .

f/;nformation sourcéf. .

_ Relationship Between Middlemen as a.Major Source.
;- of Market Price Information and Producers' Perception
; " of Wholesale Potato Prices in 1973

] UponAexamination of the cross-tabulation results
" .
¢

L
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for 1973, two statistically significant (after correcting
for thetproblem of less than five observations in the cell
bf a contingency table) relationships were found to exist
at the aggregate léve} (140 producers) betwden the MIDDIMN
as a source of market information and the producers' percep-
tion of prices in the Quito and Guayaquil merkets (See Table
IXa)._ No othef statistically significant relationships were
found to exist‘between other sources of market price infor-
matioP and the indices of‘accuracy for 1973.

. Agaig, as w§s the case in the 1972 analysis, no
significant relationéhip was observed between MKTMIDDIMN

as a major source of information and the producers' percep-
tion of?rice'.

. In the case of the fofmer relationships, a detailed
analfsis of the contingency tables'suggests:that having the
MIDDIMN as a source of market price information is better
than not having any source at all but the trends still
appear to‘indicate that those producers who ;elied upon
the MiDDLMN for QEito Prices tendedlﬁb be less accurate in o
their perception of*prices in that market.

In contrast, the results of the contingency fable .
analysis of the relationships between MIDDIMN and_ the pro-
~ducers' éé;éeption of -prices in Guayaquil appearé to indicate
that having him as a market price information source lead
to better overall perception of pricés in'that-markét'than

was expe%ted. The above variations seem to be difficult to
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explain; however, these results could be an indication that
different types of middlemen are operating in different
markets andlthus the type of market price information provided
by one f&ée of MIDDiMN for a particular market to the produ-
cer tends to be more reliable than that provided by the other
-type in a different market. |

: R E

Examination of Above Relationships
at a Provincial Level in 1973

Again based on the'contingency'téble analysis, only h
Qne‘statistfcélly'significahf relationship was found to
exist at a provincial level in 197§ bétween market infor-
mation sources and producers'’ perceptiqn of ﬁrices.‘fln
Tungurahua, the résults revealed a strong significant <
" associatidn between MIDDLMN and produgers’ percepg;on of
“wholesale prices in Quito (x° = 15.95; s = .00, Cramer's
¥ = .59). This suggests thét producer although better off
having a MIDDIMN as a price information source than no (he;
at least, had some idea of prices rather than saying he
didn't knoﬁ), who relied upon MIDDIMN as a source-qf price
information for Quito markets, still tended to be’zomewhat'
;naccufate in his perception of prices, in that market. ¢

. In no othexr cages,. ét the provincialmléjel,_ﬁere :
any_étatisticalkg\significant relationshdps found to exist
be%ween sourcés of-market price %E?drmation and the pro- |

ducers' perception of prices.

It is also interesting to note that in no cases were

s -

-aﬁy‘associations revealed between MIDDIMN as a market price

1 . Y



TABLE IX

The Middleman as a Market Price Information Source
Related to Producers' Perception of Whole?ale
Potato Prices ipn Major Markets, 19733

(Aggragateb/ Cross-tabulation Results)
P MEASURES OF ASSOCIATION
VARIABLES : SIGNIFICANCE . BETWEEN VARIABLES
LEVEL

CHI oF

SQUARE SIGNIFI- CONTINGENCY

{x2) CANCE(S) CRAMER'S V COEEFICIENT{(S)
MIDDEMN -
RELATED TO: : :
INDEX OF '
ACCURACY :
FOR QUITO | _l14.6651 .005 32 .30
INDEX OF . ‘
ACCURACY o §
FOR .
GUAYAQUIL 12.4902. .01 .29 .28
INDEX OF
ACCURARY
FOR '
AMBATO 1.8904 .75 .11 .11
INDEX OF ‘
ACCURACY .
FOR OTEER £.7985 .06 .26 - .25
mrTsALES
RELATED TO:
INDEX OF
ACCURACY :
FOR QUITO . 3.5212 ¢ .47 : .15 V15
INDEX OF
ACCURACY
FOR
GUAYAQUIL 2.%992 .46 .16 .15
INDEX OF Lo . '
ACCURACY e ,
FOR. . o
AMBATO .9859 .91 .08 4« .08
INDEX OF ' ’ .
ACCURAGY <
FOR OTHER .5392 .96 .06 _ .08




TABLE IX (Cont'd) . ' | ' .

a/
b/

.O/‘

-a/

~ 84 -

A

rd

See Appendices F and H for detailed results. H

Results are based on responses of all 140 producers.

This ahacronym for middleman was used for Programming
purposes.s, . '

" This -anacronym for the mgrket at the moment of sale was :

used for programming purnoses.y

statistically significant at a .05 or less level.

-



"ACCURACY

_INDEX OF

_8‘5_

TABLE' IXb

Results of Table IX Corrected Via Consolidation
of Cells to Eliminate Problem of Less thamr

Five Observatj

( Aggregateh/ Cross-tabulatipn Results)

s Per Cell in Contingency Table

VARIABLES STGNIFICANCE

-MEASURE OF
ASSOCIATICHN

CHI _ CRITICAL
, SQUARE - VALUE"
(x2) (.05 LEVEL)

DEGREES
- OF
FREEDQOM

MIDDLMN '
RELATED TO: -

INDEX OF
ACCURACY

FOR QUETO | l1.39%  5.99

INDEX OF
ACCURACY
FOR - :

GUAYAQUIL 10.43* 5.99
INDEX OF
ACCURACY"
FOR
AMBATO l.07 5.99

INDEX OF-

FOR OTHER 2.86 5.99

CONTINGENCY
COEFFICIENT

.27

.26

LGS

.15

«
MKTSALE
REIATED TO:

ACCURACY
FOR QUITO l.36 5.99

INDEX OF -
ACCURACY :

FOR )

GUAYAQUIL .81 5.39

INDEX OF
ACCURACY
FOR . -

AMBATO .22 5.99

INDEX OF
ACCURACY
FOR “OTHER .19

+ . . T

* Significant at .05 level.
. .

.10

.08"

.04

.06
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information source and producers' perception of wholeséle_
potato prices in the market nearest him.

Also, as was the case in the 1972 analysis at a
provincial level, no relationships were found.to exisf
between MKTMIDDILMN and the produﬁers perception of prices

in any of the major markets.

Conclusions tg9 be Drawn from the Above Analysis

Based on the analysié,of 1972, there appea:é to be
little evidence’ to support the fact that middlemen éperating
in the'countryside do tend to pe somewhat unreliable in terms
of the market information the producer réceives from him.
This conclusion was arrived at after correct@ons were made.
to the values of chi square by grouping observations in
cells to eliminate the problem of less than fiye observa-
tions in any given cell in the frequency tabies used in
the analysis. -

In contrast, the analysis of 1973; considering
again, the corrected chi square values, revealed the ekist;
ence of statistically significant relationships between
MIDDIMN &S a source of price information and the. producers
perception of prices in Quito and Guayaguil mafkets. However,
these results still do not allow one to generalize about -'
the reliability of the MIDDIMN's market fri'e information
to producers as an interpretation of thé d} ection of the -

relationship between the two variables has been somewhat
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obscured by the grouping of observatlons to facilitate the
use of the’ qontlngéécy table analy31s: Thus, the evidence
found at’ both an aggregate and prov1n01al level in 1973
to support the theory oi the middleman as an unreliable
source of market price information to producers, is not
sufficient to 2llow one-to draw that conclusion. However,
there is éome evidence that, in terms of certain major
markets, the reliability of the MIDDIMN's market price infor-
matioﬁ may indeed De qﬁestioned. o ~ {

. Also, no evidence could be found linking middlehen
who operate in local -and regional wmarkets to fhe unreliability

of market price information received by producers.

Finally,based primarily on the 1973 analysis, there

appears to be no indication that prodpcets do not receive

reliable market price informatidn relevant to the market

nearestAthem.

A P ) -

Relationship Between Middlemen as a Major Source of Market .
Tnformation and the Reliability of Information

As 2 second, and more subjective, test of the relation—
ship between the middleman as a market information source and
thé reliabilityrof market information received by producers, -
the responses of those producers interviewed concerning their
sources of markét information were simply cross—tabulated
with their resﬁonses relating to the rgliability of markét

information.
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The results of the contingency table analysis reveal
the existence oi only one statistically significant relation~
ship (at a .05 level or less) among the variables (See Table
X) in the total‘sifple. Two other relationships were sta-
tistically significant at a2 .1 to .15 level but were very
weak in relation to their strength as is evidenced by their
phi and contingency coefficients. Based on the latter measure,
it would appear that it would be very difficult to relate
MIDDIMN as a source of market information to the reliability
of market information they provide to producers.

Cross—tabulation results also indicated no relation-
ship between MKTMIDDIMN as an ihformation source and the
reliability of their information.

| Of the three weak relationships revealed in the
analysis, the association of other producers as a market

R a
information source with reliability was the most significant

and strongest. A detailed examination of the frequency
tables indicate the relationship ta be a negative one as
18 out of the 22 producers indicating neighbours as major
sources élso consider;d theima;ket information that they
received to be unreliable.
' In the case of OTHRPROD'® (other producers), the
exigting systematic rélationship of this variable with
_price information reliability suggest that it is not a
reliéble market price‘information source., In many cases,

he may be passiﬁg on unreliable--information obtained from
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. TABLE X

‘Relaﬁionhhip Between Reliability of Market Informaticn
| and Market Information Sourcesa/

(Cross—tabulaﬁion Results)

| SOURCE OF
{ MARKET
INFORMATICH

AGGREGATE SAMPLE (140)

\
1

Market at Moment

Sale (MKTMIDDIMN}

Middlemen
Neighbours
Other Producers

Other

TIMES  TIMES
MEN~ MEN-
TICNED TIONED
AS NOT RE-
SOURCE LIABLE
(Lyb/ ()
of
104 R 57 1.79 .18 .12 .12
51 25 2.42 .11 .14 .14
47 32 2.08 .14 .13 . .13
22 18 4.73 .02 20 .19
14 11 1.73 .18 .13 .13

*

PROVINCIAL SAMPLES

PICHINCHA (23) ) COTOPAXI (69) TUNGURAHUA (48)

(1) (214;# s o c (¥ 2 %2 s o ¢ (Y (23 2 s o ¢
14 9 1.04 .30 .30 .28 S2 29 1.51 .21 .18 .17] 38 19 3.69% .05 .32 .31
16 7 .59 .44 .25 .24 17 8 1.11 .29 .16 .15/ 18 10 .000 1.00 .04 .04

- - - - - -2 18 .00 .93 .02 .02/ 18 14 3.29 .06 .30 .29
- - - - - -110 9 2.85 .09 .24 .23 12 9 .02 .31 .19 .19
5 4 .18 .66\“10 .00 9 7 .87 .34 .18 .18

a/

Correction and no variations in the above results have been

Since producers indicated more than cne source of market

information, the responses reflect dispropertiaonate weights
with referance to individual market information sources.

When Yate's Correction was applied to this chi square %2

was found not to be significant at a .05 level (3.79 with

found.
b/
c/

critical value = 31.84)
NOTE: xz = chi square

Q = phi coefficient

S = level of significance

C = contingency coefficient

All results appearing above have been checked employing Yate's
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other sources in the marketing chain or merely specuiating
about market prices of potatoes himself. It méy also be that,
other producers, having received reliable market information,
are reluctant to pass this infdrmation on to other producers
of the same product in an effort to maintain a competitive
edge over %heir less infprmed colleagues.

No other significant relationships were discbvéred at
an aggregate level between other major market information

sources and reliability.

?

Examination of the Market Information
Source/Reliability Relationship at a Provincial Level

When those potato prodﬁcers interviewed in each pro-
vince were considered as sub-samples and analyzed individually,
the cross-tabulation results revealed no significant association
between the variables being compared.

As. was the case at the aggregate level, no significant
relationships appeared to exist between MIDDLIMN and MKTMIDDLMN
as market information sources and the reliability of market
information. (See Table X).

As the chi square values in Table 1X indicate, no
associatﬁons were found to exist between any o%her market price
information sources and reliability of their information to

producers.

SUMMARY AND CRITIQUE OF FINDINGS, IN THIS CHAPTER
It appears from the above analysis, that the amount of

market information received by producers is minimal, Indeed,
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a majority of those producers interviewed indicated that they

s
felt they received little or no market information with which

to make decisions concerning production.
. When attempting to determine the maj;r sources for

producers market information (specifically price information)
a complicating factor was introduced when it was discovered
that two distinct middlemen types were involved in dissemina—
ting information to producers: ﬁhose operating in thelcountry—
side and those who were resident in the local and regional
marketg. Nevertheless, the results of the anélysis ihdicated
that both types of midd;emen could be considered as major
market information sources., -

Tests of the reliability of the market price infor-
mation provided by middlemen proved to be inconsistent in
terms of findings. Relating fhe accuracy of the producers!
perception of wholesale potato prices to information sourceé
suggested that middlemen operating in the countryside tended
to be less reliable as price information sources in terms
of that_inférmation as 1t pertained to certain major markets
(i.e. Quito) alfhough thislrelaﬁionship was very weak, This
leads one to ponder the Possibility of the existence of
different types of MIDDIMN operating in the Sierra whose
market price information to producers varies in its reliability
depending upon the market. -

At the same time, no evidence could be found for the

existence of a similar association between market price infor-

mation and middlemen operating in local and regional markets.
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v
The lack of a relationship here appears supportable on the basis
that, whereas it may be easier for MIDDIMN to quote lower priceé
to producers on the farm than those prevailing, it is much more
difficult in the markets where MKIMIDDIMN must provide accurate
price information due to the immediate availability of alter-
nafive market price information sources for producers. Thé
second test, which related the responses of producers on relia-
bility of market information to market information sources pro-
vided no evidence that middleman provided producers with un-
reliable information.

The emergence of the two types of middlemen, one of
which, it is suggested (very weakly), provides less reliable
market price information for certain markets presents a methodo-
logical problem which was not originally foreseen. Since produ-
cers were allowed to indicate more than one major source of
market information and since many mentioned the two types of
middlemen together, this fact makes it difficult to distinguish
which type actually provided market price information. This
also obscures the resulis of the cross-tabulations.

Also obscuring the contingency table analysis results,
was the fact that a number of cells within many of the con-
tingency tables had to be combined in order to calculate a 4/'

more accurate chi square value due to the "less than five ;

r
4

observations in a cell problem". This made the interpretg%ion
/
of the corrected results much more difficult, and less-Signi-

ficant, in many cases.
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As an alterngfiye/methodological approach to what
has been done, producers, when originally interviewed, should
have been asked to specify one major source of market price
information or distinguish between those sources providing
market pribe information as opposed to other market infor-
mation. If this were done, the researcher feels that the
results of the analysis would have been enhanced (strengthenéd)

and relationships between variables clarified.

RN X W TV TR
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an agricultural crop (e.g. potatoes) that he controls



- 95 -

REFERENCES (Cont'd)

65-
66.

directly (in terms of production stored or contracted

~to buy), to some extent, during times of high prices

due to the relative scarcity of the crop; however,

'produétion eventually catches up to price (excéssively
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15 of 18 in Tungurahua. If it is assumed that sowme

producers were indeed confused, then the importance
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as the "market at the moment of, sale".

Computer” name used for other potato producers as a

.market price information source.



- CHAPTER IV

MARKET INTORMATION AND THE DECISION~MAKING
ROCE " EC .

The results of thekanalysis in the pfe&{ggy’ﬁhapter

suggested that the majority of producers were receiving little

.or no market information pertaining to the production and
marketing of pota%oes Mbreover, that ihformation which they
were rece1v1ng, concernlng potato prices in some markets, from
certain major sources (mlddlemen operatlng in the countrys;de)
tended to be unrel;able. Despite the exlstence of these pro—

blens pertaining to'market information, the broduper:is,still
“ D _ :

forced to make decisions concerning incregsing or dedfeasing
production. Since it is assumed that marketvinfbrmation is
'alﬁaluable input into the decision-making procéss of produ-
-cérs, this chapter examines its effect on aecision—making of .
- Ecuadorean producers in an-attempt to'dqfermine the 1iﬁk bet-
.ween it and the'prgblem of price instability.
Importance of Market Information to the Producers’ Dec181on~'
Making Process: Further Flaborgtion

i
As was stated above, reliable market information.

pertalnlng to prlces, supply of and demand for agricultural .
crobs is assumed to be a crucial input 1nto the producers'
decision—making process. Without it, 3 may be forced to

. make decisions concerning productionhbased on past production

and prices.and this usually leads to over or,underproduction
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of a particular crop'with resplting large increases or de-
creases in .the price of the’ commodity. If the process of
relying upon market information-relgvant to preceding produc-
tion périods is continuous, then resulting price increases
and:decreases couid become persistent and severe price fluc-
 tuations haﬁﬁng advefsg effects upon both consumers and’pfo—

"‘

ducers may result.

In thé‘case of" the Ecuadﬁfean potato producer, it
would appear that his.decision to incréase or decrease total
acreage in potatoes is based on prices recéived by him-for.
i#&?@ cfop in the previous harvesfﬂ(or year in some cases). Ié
135 él;o suggested that this process is consistent thfoughout
the study area (p:ovinces‘of thopaxi, Tungurahua and Pichin-
cha). Thig also leads one to consider the possibility of

the existence of a price-supply cobweb as a partial expléha—

tion-fgp the persistenc%‘of potato,price fluctuations in

Ecuador.

3

The Theory of thé Cobweb

The thégry of the cobweb was first froposed by
Tinbergen, Schuitz and Ricci,ag writing around the same time
but working completely independently.

According to Akerman, "The Cobweb Theorem" presumes
an-original state of equilibrium at a given price befween
demand and supply of some commodity. The theory assumes thaf

in this situation some sort of disturbance occurs giving rise
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' 1

to 2 descrepancy- between actual demand and supply.81 Tﬂe
cobweb is simply a way of describing the resultihg movements
of price and production. ) /
Ezekial contends th;t the theory 6f the Cobweb can
apply only to those commodities, which .-fulfill three conditions:
"(1) where production is completely determined
by the producer's response to price, under
conditions of pure competition (where the
producer bases plans for future production
oh the assumption present prices will con-
tinue, and that his own produc<eion plané
will hot affect the market);
(2) _where the time needed for production
requifes-at least one full period before
productién.and this capnot be changed
once the plans are made; and
(3) where the price is set by the supply

available. 82

Ezekial continues on to quélify the above conditions.-
He claims, in the case of (2), that, although the farmer
.cannot inc;ease production after his decision on production
has been made; nevertheless, he still maintains some 'elasti-
city of response' on the downward side; for, producers can
always plow crops under or let the harvest rot in the fields
if prices don't meet their expectations.az

With referenge to point (3), Ezekial maintains that:

, . -.»—i-—h.._..a_._'...m—...-_—‘-"’"‘_ .

P P

it e PR e
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. "In the case of many farm commodities, changes

- in acreage are partly_influenceﬁ by priCes
_of the ﬁreceding year,-and‘parﬁiy by those

of two years before."84' . .
Fihaily he states that:

"The combination of'éobweb' reactions with
occasioﬁal crop disasters or gluts may be
sufficient to produce recurring cyclical

- changes in broduotion and prices, rather
than stabilitf,'as the normal: situation

over a considerable number of commodities."85

-

The Ecuadorean Case
Graphs II and III illustrate the cobweb as it may

apply to the production of potatoes in Ecuador.

- GRAPH IT
THE COBWEB: A CASE OF PERPETUAL OSCILLATION

Price
Po

Pe
Pi

Qo Qe Qi
Quantity
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Stated simply, the essential feature of the "cobweb"
is the fact that production in year two is a response to
price in year one. Thus_production lags one year behind price.
As illustrate@‘in Graph II above, initially a glut or shortage
in the markégbresulting from, for example, favourable or un-
favourable cliﬁatie conditions will cause the gquantity produ-

cers are willing to supply (Qe on Graph II) as opposed to the
quanfity consumers are willing to buy to be driven away from
equilibrium (E).

In the case where adverse weather conditions reduce
yields and the size of the harvest, production decreases from
Qe to Qo. In one assumes demand remains stable, the reduction
in quanti@y supplied, given a constant demand for the produc-
tion bids the priee up to Po. Potato producers interpret this
high price for potatoes as reason enough to increase their
production to Qi corresponding to Po. The fact that all pro-
ducers have made similar committments to increase their pro-
duction of potatoes, combined with the six to nine month lag
in production (gestation period for the Santa Catalina and
Chola varieties of potato respectively), leads to reduction
in the price to Pi where the suﬁﬁly—price cycle begins anew.

Whereas Graph II provides a more theoretical 111lus-
tration of the situation, Graph III and Table XTI illustrate
the actual relationship between potato production and prices
in the time period 1960 to 1973. The lagging of percentage

change in production of potatoes in Ecuador behind percentage
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YEAR
1960
1961
1962
1963
1964
1965
1966
1967
1968

¥ 1969
1970
1971

1972

TABLE XI
National Production of Potatoes in Ecuador
1960-1973
(In Metric Tons)
prODUCTION?/ PERCENT CHANGE
.80, 000 -
288,000 +60%
339,840 +10
322,848 -5
345,447 +7
411,082 +19
345,309 -16
407,465 +18
513,406 +26
492,870 -4
576,658 +17
645,857 +12
548,978 -15
455,000 =17

1973

a/ Production figures have been calculated using Graph's
I and III.
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changes in average wholesale potato prices from 1961 to 1972
can be readily seen. In nine of twelve years cousidere?, the
lag of the percentage change in production one year behind the
percentage change in price is consistent. TFor example, a 13%
increase in the production of potatoes in 1964 appears to be

a response to a 48% increase of wholésale potato prices in
1963 and a 35% decrease in production in 1966 is a response

to a 35% decrease in prices in 1966. Inconsistenq}es in the
pattern could possibly be linked to unnaturally good or poor
harvests due to very favourable of unfavourable weather.

With the exception of l960-é&, when national production
increased by‘some 59%, inecreases and decreases varied between
~-15 and 30% while the percentage change in wholesale potato
prices varied between -50 and 50%, with the exception of 1971-
72 when prices increased by some 106%. It appears that, from
1960 to 1971; the existing potato'”cobweb" in Ecuador could
be described as one of "perpetual oscillation" (depicted in
Graph II). However, after 1971, it appears that the "cobweb"
becomes more explosive in nature due to a2 possible change in

the slope of the potato supply curve.86

Link Between Market Information and Potato "Cobweb"

Whether the "cobwed" can be considered as the sole,
or even a partial, explanation of the existence of severe
potato supply and price instability is dependent upon how
producers make their decision concerning the increasing or

decreasing of potato production, and, this in turn, may be a
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- v

- .1.\

N
%ungtion of the quantity and quality of market information
(especially price information) received by the producer.

Tt ig felt that, in most cases, Ecuadorean potato
producers, working with a minimum of market information of
questionable reliability, simply *base production decisions
on the price they received in their last harvest or the year
before. If this price was quite high, then production is
increased and if the price quoted to them was very low, then
they reduce production accordingly.

To test this premise, those potato producers inter-
viewed were simply asked how an increése in the price of
potatoes affected their production decisions. A strong mino-
Tity (44%)rindicated that, when potato prices increased, they
did not alter their acreage devoted to potatoes. In contrast
27% of those producers interviewed indicated that, when prices
increased, they followed suit by increasing their total acreage
in potatoes.

When potato prices decreased, this same minority
(45%) indicated no alternation of acreage planted to potatoes.
Thirty-five percent of those interviewed indicated they

reduced acreage in potatoes when prices decreased.

Producers! Behaviour at a Provincial Lefel
The above pattern of response varied somewhat when
considered in a provincial context.
In Tungurahua, 60.4% of those producers sampled (48),

 indicated that their acreage planted to potatoes remained
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constant regaﬁdless of a price incréése while 37.5% indicated
they increased po%ato'acreage if prices increased..-

In Pichincha, on the other hand, 52.1% of the produ-
cers maintained that they increased acreage devoted to
potatoes if priées increased, while 47.8% made no change in
acreage despite increased prices. =

In Cotopaxi province, résponses were evenly distri-
buted in the three categories; 34.7% indicated they increased
acreage, 33.3% maintained they made no changé in acreage and - .
30.4% maintained they decreased acreage devoted to potatoes
if potato prices increased. |

Provincial variations suggest that in Tungurahua,

a majority of the producers are reluctant to gamble on the
instability of price, while in Pichincha, increasing priceSf/Aﬂ\\‘\\:B'
are still a bellweather for production decisions. Patterns

of responses are blurred in Cotopaxi due to the even distri-
bution of the responses.

The above responses to the question on production
practices are surprising in that they suggest, although a
"cobweb" may exist with reference to the production of potatoes
in Ecuador, the normal practice of using-.existing prices or
prices received for a crop in a preceeding time period as the
basis for decisions on production is not followed by the
largest number of Ecuadorean potato producers interviewed.

However, a distinction mﬁst be\@ade between the pro-
ducer's percept;on of reliable prices and his production.

behaviour. The above findings indicate that the greatest
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- number of ﬁroducers interviewed tend towards "stabili?ation”
of acreage when potato ﬁrices increase. This behaviour miéht
be explained by some producers' aversions to risk. Indeed,
the fact that. many producers non s%agger the planfing of
potatoes as a means of assuring the even distribution of pro-
.duction throughout the year, -coupled with the short growing
seéson of the Santa Catalina variety of potato (6 months

- coppared to 9 or 10 months for the Chola variety) and the
certainty associated with keeping a good portion of cultivable
land in pasture reduced the consi@erable risk associated with
the production of potatoes in‘Ecuador and, fo'some extent,
the need to rely upon the quality and quantity‘of market

87

information.

This "stabilization" behaviour might also be explained
by the fact that a majority of produceré appear to be aware
of the existence of a potato price cycle. Arevalo has iden-
tifiedfthe cycle as being one of three years with one year
of expansion and two years of contraction of prices.'

Pfoducers interviewed were asked when they thought
prices would.decrease and their responses indicated that they
were not totally ignorant of the peaks and troughs of the
potato price cycle; for 69.5% of_those,intérviewéd in Pichincha,
62,5% in Tungurahua and 43.4% in Cotopaxi indicated that they
thought wholesale potato p;;ces would decrease in a year:

Since the' interviews were done in 1973, they predicted the

decrease in 1974. If the past pattern of the cycle is any

e e e T T e T T T L e e R e
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indication of what petafo prices will be in the future, then
prices should have decreased in 1974.

Thus, the postulate that these producers receive very
little reliable market price information in the present and
“must rely upon past prices does not appear to be true in a
number of cases.88 |

However, some producers do react positively to increases
in prices. The facr that they do increase acreage planted to
potatoes 'in accordance with price increases would give rise
to a "cobweb" regardless of whether or not they received
reliable market price information simply because of the netural
lag in time between planting and harvesting. But, it may be
that the rellablllty of market price information 1nfluenoes
the duration of the "cobweb" cycle and the size of price fluc-—
tuations rather than directly causing the perpetuation of the

’

cycle.

For example, if a producer feels his market price
information to be reliable in year t (presenﬁ year), he makes
use of this i;formation as an input into his production decision
whose affect on output will be felt in year ' (due %o the
gestation‘period of the potato). This, in itself, leads to the
existence of a simple "ecobweb" based on the lag in production.
However, if he frnds market price information to be unreliable
in year %, he may be forced to rely upon potato prices in year

£~ L (past year), which he knows to be reliable, when making

his decision on the amount to produce in year t 1 will be a
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function of prices of two years (in +1) rathexn. than one (t)
and this may result in a "cobweb" with two lags rather than
one. In addition, the two-lagged "cobweb" could conceivably

lead to much larger potato price fluctuations.

Summary

Irom .the precediné‘analysis it appeafs that a number
of producers do not consisténtly rely on past information
pertaining to %he general changéland direction of pfices in
the making of production decisions. Tlte faot‘%hat_these same
producers_reoeive market pride information of guestionable
reliability in some cases in the present and musf, therefore,"
rely upon past experience and prices does not always appear
té be the case. Thus, unreliable market price information
to producers does not appear to be directly related to the
persistence of potato price instability in Ecuador as was
originally hypothesized; however, since it is still felt that
‘the "cobweb" appears to provide a valid explanation for the
perpetuation‘of supply/price instability, it may be that
unreliable market price information to producers influences
the dtration and severity (i.e. price fluctuations) of such
a cycle. Nevertheless, the analysis leads one to consider
other factors such as: adeguate‘storagg facilities for .
potatoessg‘changes in the supply of competing products,
changes in the prosperity or income of consuﬁers énd the

ché@ge in climatic conditions and national hazards as being

more significant with respect to providing an explanation
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for the persistence of therpotato "cobweb" than the quality

of market price information received by the producer.

R
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For a cobweb to be considered as one of "perpetual

N _-oscillation"”, the slopes of both the

supply and demand curves must be equal.
When the slope of the supply-curve
exceeds the Slope of the demand curve,
the cébweb is considered go be ohe of
"dampened oscillation". An explosive
"cobweb" results when the slope of
the supply curve is less than the )
slope of the demand curve,

Although reliable market price information may not be

a major determining factor related to
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the perpetuation of price inétability;
it could be imporitant with fespect to
a "redistribwtion of income" from the
production of potatoes from the middleman
to the producer. At présenf, middlemen ~
'gnjoy extremely high profit margins, due
to the fact that, in many casesy they - ¥
quote prices to producers fOr'their crop
lower' than those prices actually prevail-
ing. Through the receipt of more reliéble
' market price information, middlemen would.
¢ be forced to quote more realistic prices
paid to producers and this would incregsé
the latter's income.
88. It could be argued that, middlemen, because they deli-
berately, in some cases, quote pfices to ' |
producers lower than actual prevailing
prices, have a stabilizing efféct on
potato markets. If prodﬁcers weré provi-
ded with actual prices, it might be that
they would produce more or less thaﬁ
present behaviour dictates based .upon
market information received and this
would result in inéreased.supply/price

instability.
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89. In the case of Ecuador, it is énticipatéd'that fhe .

‘ 1nadequaoy of storage facilities for

potatoes and non—governmeﬁtal partici-
pation are determining’factors in the
pers;sfenee-of.price instability. Since
poﬁatoes can b§ stored for extended
periods of time, the exis%enge of adequate
storage facilities coupled with gdvern—

mental participation in buying up excess -

production at reascnable prices dufing

times of glut and selling it at reasonable

prices during times of shortége.coﬁld

p0381b1y\dampen prlce fluctugilons and . .ﬁ
reduce 1nstab111ty considtrably. For v

a description and analysis of the Chilean
approach to potato price instability see

Flefschner's Study on "The Marketing of

- Agricultural Créps in Chile.¥

e e e e R
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CHAPTER V
MARKET INPORMATION VARTATIONS AMONG LARGD AND
. SMALL SCALE POTATO PRODUCERS

Precé@ing conclusions concerning the decision-making
process of Eéuadorean potato producers appear to .suggest that |
market information (spe01flcally price 1nformatlon) may not
he as lmportant as a causal factcr in the perpetuatlon of

potato price instability as was orlglnally thought. This

observation is further investigated in this chapter by focus-

‘sing on the variations in the.guantity and quality of market

information received by both largé and small scale producers.

Tf results of this investigation reveal that large scale

- producers do receive greater amounts of reliable infbrmation

’Jpan do small scale producers; then, this would lead one to

seriously question the importance of market: information relatlve

to othef factors as causes of the perpetuation of potato price

* and supply instability.
~ -

Basis of the Hypothesis

It waé originally postulated that large scale producers

receive greater amounts of reliable market information than

their small scale counterparts. The reasoning appears as
follows: because of the greater risk involved (greater number
of hectares planted to potatoes), it would be in the best

intéfests Qf_the large scale producer to be well-informed:
~ 3

—— —_——— :
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about all aspects‘of potato marketing and producfion as possible;
for, it is he who is in the position of gaining or losing the
most. In compé;ison with other agricultural crops in Ecuador,
the production of potatoes appear to offer the most risk. Thus
it would appear thet great amounts.of‘reliable information are
essential to those producers who hope to be successful in the
markef. | . ’

In the case of Ecuador, there appears to exist a"
relationehip of necessity between certain middlemen and large
producers. The producer, on the one hand, aids the middleman
by providing him with a stable angd large supply of potatoes
while the middleman keeps the producer well informed as to.
current supply, demand and prices of that seme crop in the
major markets of the country. In addition, middlemen do not
wish to—risk losing a large client so they are more apt ‘to
Provide more reliable market ﬁrice information to large scale
producers. But, in the case of small seele Producers, the
same relationship does not eppear to exist. Small scale pro-
ducers are simply growing potatoes as a substance crop. On
oecasion they may produce a marketable serplus, over and above
their subsistence needs and the logical outlet for the excess
production is the local or regional market., Since their
original intent was not %o produce for the natlonal market

. they have no real need for as accurate m;rket 1nformatlo%$pe£:‘
taining to potatoes Moreover, many small producers llve in

areas which are somewhat 1nacce831ble and, therefore, are seldom

visited by mlddlemen on a regular basis.

7
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TABLE XTI X

Relationship Between Number of Hectares Devoted
to Potatoes in 1973 and Market Information Reliability

RELIABLE NUMBER OF HECTARES IN POTATOES

MARKET _
INFORMATION LESS . .
TO THAN 100~
PRODUCERS 5 5-19.9 20-99.9 49%.9 500 TOTAL
No: Pichincha 4 3 iﬁ 0 0 11
- Cotopaxi 25 12 3 0 0 40
Tungurahua 21 3 3 - 2 0 29
Aggregate: . 50 18 10 2 0 80
Yes: Pichincha 4 4 3 ' 0 0 11
Cotopaxi 9 13 3 2 o - 27
Tungurahua 8 5 5 , 1 0 19
Aggregate: 21 - 22 1l ° 3 0 57
NOTE : ‘ f
CORRECTED LEVEL OF ' CONTINGENCY
CHI SQUAREa/ SIGNIFICANCE COEFFICIENT
(x2) cvb/=5.99 yc/=2
8.65 .05 : .24
a/

Chi Square has been corrected through the grouping of
cells with less than 5 observattons.

b/

CV = Critical value of x2

</ V = Degrees of Freedom.
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It is felt that the above explanations provide a basis
for theorizing that market information received by producers
varieé according to their size, In order to test this state~
ment empirically, relationships between market® information
reliability and quantity and total potato acréége and produc-
tion in 1973 were examined for the sample of 140 Ecuadorean

potato producers interviewed.

L 4
-

Relationship Between Total Potato Acreage, Total Potato
~ Production and Reliability of Market Information

Considering the total sample of potato producers inter-

viewed, the analysis suggests the existence of an association
between potato acreage in 1973 and the reliability of market
information., Of the ?1 producersrreporting potato acreage of
less than 5 hectares, 50 (70.4%) indicated their market infor—
mation to be unreliable. On the other hand, in the case

those producers with bhetween 5 and 19.9 hectares in potatoes,
55% (22 of 40) felt their market information to be reliable.
Percentages in the 20 t& 99,9 and the 100 to 499.9 hectares
-gfoup of prodﬁcers were 52.3% and 60% respectively. The

¥
-corrected chi square value of 8.65 significant at a .05 level

seems to suggest that a relationship eéists between the two
variables. A more detailed perusal of the contingency téble
suggests a trend %éwards the receipt of more reliable infoxr-
mation as potato acreage increases, .A weak, but statistically

significant position relationship similar to the one mentiened

above appears to exist in the case of total potato production

e
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in 193 and merket information reliability (See Table XII).
For example, of those farmers producing less than 500 quintals
of potatoes, 84.8% expressed the opinion that their market
information was unreliable. Fifty-four percent of those pro-
ducing between 500 to 4999 quintals also felt that their
market information was unreliable. However, the trend towards
more reliable information showed itself in that group Qf pro-

ducers producing over 5000 quintals of potatoes.

Provinecial Variations

" In Pichincha province, there appeared to be no distinct

association or trend concerning the rélationshipsbetween the
aforementioned variables (See Tables XII and XIII).

The trend in Tungurahua exhibited a market similarity
~to that of the aggregate of the three provinceé. In the case
@f\the aésociationAfetween potato production and market infor-
ﬂ%;%ion reliability, 76.4% of those interviewed who produced
less thgz 500 quintals expressed the opinion that market
information was unreliable. Sixty-six percent in the 500 to
4999 quiﬁtal gfoup expressed a similér opinion about market -
information reliaﬁility. Those producers ocgupyiﬁg a EOSition

in the other three production categories thought their market’

information to be reliable. The situation in Tungurahua was

the. same -concerning the relatiBﬁSFip of those producers with

A

less than 5 hect in potatoes; 72.4% indicated market

information to be Unreliable. Producers in all other acreage

e



- 120 -

TABLE XIII

Relationship Between Potato Production in 1973
and Market Information Reliability

RELIABLE : 1973 POTATO PRODUCTION (QUINTALS)
MARKET
INFORMATION LESS
TO THAN 500- 5000~ 10,000-
PRODUQERS 5 4999 9999 19,999 20,000+ TOTAL
No: Pichincha 3 5 0 d 2 11
Cotopaxi 12 23 3. 1 2 41
Tungurahua 13 12 0 2 1 28
Aggregate: 28 40 3 4 5 80
Yes: Pichincha 1 3] 2 0 2 11
Cotopaxi 0 22 3 -0 2 27
Tungurahua 4 6 4 . 3 2 19°
Aggregate: 5 34 9 3 6 57
CORRECTED . LEVEL OF _ CONTINGENCY
CHI SQUARE SIGNIFICANCE COEFFICIENT
x2 a/ cvb/=5.99 ve/=2 .
15.55 .05 VI I .32
/
La/ chi Square has been corrected,thréhgh the grouping of
cells with less than 5 observations.
b/ CV = Critical Value of Chi Squara.
‘\ < ) -
¢/ ¢ = pegrees of Freedom. f>x;"’/
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categories indicated their market information to be reliable.

In Cotopaxi province, 100% of those producérs producing
less than 500 quintals indicated market information to be
unreliable; however, in 211l other production categories, Pro-
ducers were evenly split between those who thought market
information to be reliable -and those who thought it unreliable.

In the case of acreage in potatoes, 25 out of 54
producers with less than 5 hectares in potatoes'indicated
markei information to be unreliable. Again, in the. other
acreage categories équal numbers of producers indicated market
information to be both reliable and unreliable' -

Despite some provincial differences, in the aggregate,
it is suggested by the analysis that a general trend towards
1arge sqale producers receiving more reliable market infor-

mation than small scale producers exists.

Total Production of and Acreage in Potatoes, 1973 and Quantity
of Market Information _

Tables XIV and XV ‘show the relatlonshlp hetween the
quantity of 1nformatlon received by producers, total potato

production and acreage in 1975.

In the case of total potato production and the quantity

- of market information received, 7% of those producers with

less than 500 quintals of production and 58.3% in the group
of between 500 te 4999 guintals claimed that they received
1little or no market information. However, those producers

in the 5000 to 9999 hectares group (76.9%) stated that they -

B e PRI R
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L
) TASLE IV -
RELATIOUSELI® IETWEERI BQTATO ""OD'{.CT MOTH 1373 AND
SJUANTITY OF MLARET ZNZ0RMATZON LC..;I'J""‘D
Juantity ]
=}
darkesn
Infeorzasziosn
Received LESS -
by THAN 500- 5000~ 10,000-
Producers 500 4999 9999 19,999 20,000+ TOTAL
opet Pighincha 1 2 G 3 i 4
Covopaxi 3 3 2 AR 1 27
Tungurshua T3 L > ) 1 e
Aggregasa: 1z 21 2 1 3 33
Tery Liw+ia: Pichinsha 2 7 3 2 1 1 7
Cotopaxi 3 10 > o) 1 15
"‘un!, gurahua 10 3 0 1 Q 19
Aggregate: i5 21 1 2 - 2 41
Adecuzte: Pichinsha 1 oL 2 g 2 9
Cotopaxi 1 10 3. ¢ 0 14
Tungurahua | 4 3 2 3 2 14 .
. Aggregate: 6 17 7 3 2 37
HMora Than ;
Adeguate: Pilchinchz 0 1 1 2 . 0 2
Cotopasel 0 11 c /0 2 13
. . -~ ‘
Tungurahua 2 1 2, o] o] 3
Aggregate: 2 i3 ) o 2 20
JOTE:
QORRECTED - LeEvzLl OF CONTINGENCY
CHI SQUARE SIGNIFPICANGE COEFFICIENT
(=? a/} ~TVo/25 99 ve/=p
12,52 .05 29
2/ Ghi Sguare nhas been corractad “hvough .‘-:he grouping of cells -
+ .with less than 5 otgezvatizns i
5/ C¥ =Crisical 7alue of Chi Sguare
\9\/ e/ T = Degress 97 Treedcm

Cn e e g ety A S Rt
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TABLE XV

Relationship Bétween Number of Hectares in Potatges
1973 and Quantity of Market Information Received

QUANTITY NUMBER OF HECTARES DEVOTED
OF TO POTATOES, 1973
MARKET -
INFORMATION
RECEIVED LESS8
- BY THAN ] 100~
PRODUCERS 5 5-1%.9 20-99.9 499.9 500+ TOTAL
None: Pichincha 3 a 2 .0 0 5
Cotapaxi 15 8 2 1 Q 26
Tungurahua 6 L 1 0 0 8
Aggregate: 24 9 5 1 0 39
Very -
Little: Pichincha 2 3 2 o] ¢ 7
. Cotopaxi 9 4 2 o 0 is
Tungurahua | 15 k! 1 o] 0 19
Aggregate: | 26 10 5 0 0 41
Adecuate: Pichincha 4 2 3 0 0 9
Cotopaxi 4 7 2 1 0 ’,,Hl4
Tungurahua 6 3 4 1 ‘Q 14
Aggregate: 14 12 9 2 o 37
More Than
Adequate: Pichincha 2 0 0 0 2’
Cotopaxi 6 o] 2 Q 14
» Tungurahua 2 1 Q 0 5
Aggregate: 10 1 2 0 21
NOTE:
CORRECTED LEVEL OF CONTINGENCY
CHI SQUARE SIGNIFICANCE CCEFFICIENT
x2 a/ cvb/=5,99 vc/ap :
14,30 .05 .31
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a/ e : )
~Chi Square has been corrected through
cells with less than 5 observations.
v/ ¢V = Critical Value of éhi Square.

o/ V = Degrees of Freedom.

the grouping of
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received adequate to more than adequate information. The
responses of the other two groups were'%venly d;stributed.
Tha results of the analysis indicate a weak, but significant
positive relationship between tbe/pwg'variables (corrected
2 = 12.52, See Tavie XIV). .

In the case of potato acreage versus the quantity
of information received, 69.4% of those with less than 5
hectares indicated they received little or no market infor-
mation. In contrast, of those producers in thé 5 to 19.9
hectare group, 53%.6% maintained that they repgived adequate
market information or better. Responses of those producers
in the 20 to 99.9 hectare group were evenly distributed.
But 80% of those producers in the 100 to 499.9 hectare group
indicated that they received adegquate to more tgﬁp adeguate
market information. ‘

Aggregate results in both hables XIV and XV suggest
that there is, indeed, a trend towards large scale producers
receiving a greater amount of information than small scale

producers. .

Provinecial Variations

No discernible patterns, trends or associations among-
the variables could be identified in the province of Pichincha.

“In Tungurahué, the association and trends perceived
among the variables were simiiar to those at the aggrégate

tevel but less proneunced.
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In the case of Cotopaxl prov1nce, results of the analysfs-

a1so0 indicated patterns similar to those found at the aggregate

level, but' less pronounced.

Concluding Observations

The above analysis reveals the existence of a very weak
association. between the guantity and quality of market infor-

mation and small and large gcale producers. Trends, based on

: produoers' responses, appear to suggest that lange scale pro—

I

ducers receive greater éﬁ%unts of more rellable market infor-
. mation then do small scale producers. However, these results
" are inclined to be viewed as somewhat tenuous due to the fact

“that the sample of producers interviewed appears to be somewhat

blased in terms of the number of ~small and medium scate produ-
cers included.. A .
” With reierenoe to the bias in *the cross-section at
produ;ers"interviewed a remedy to this problem might he;% been
the oonsideretion of a larger sample of producers oOr increased
eméhasis on large scale producers in the cross—section of pro-

ducers considered.

Nete\theless, acceptlng the results, as tenﬁous as

 _they are, seems to indicate that the role of market 1nformatlon

as a causal factor in the perpetuatlon of potato price ins-
tebility has been overstated particularly in the case of large

scale producers. Tf one .assumes that the behaviour OT large

.scale produoers has more of an effect upon the supply of o

potatoes and oonsequentlal problems related to supply (j¥e2

-/
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price instability) then small scale producers, then, the fact
that large scale producers tend to be better informed with
respect to market information they receive, and the problem
of price instability still persists, this would lead one to

conclude that there are more important determining factors

related 1o thls problem than market information and its

——T//labl ity. n
M

r
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CHAPTER VI
CRITIQUE OF METHODOLOGICATL APPROACH
.../ AD SUMMARY OF FINDINGS

o
S

Egploratorv Nature of the tudy

Again, it mus’ e stresv d that the above study is
basically exploratofy in nature Assuch, certain mothodolo—
gical problems, whloh called for alternative épproaches to
those used, did arise during the course ofM%he study; problems

Vthe solutions for which could not be reédily incorporated at
the” time .of realization. However, these alternative me thodo-

logibél approaches were noted and the major ones are discussed

in retyospect below.
L J

-

Met¥odological Problems Encountered and Perceived Approaches

One of the major problems encountered was that of
the sampllng technique employed. Although'it was 'impossible
at the tlme, a more scientific. sampling methodology coupled
with a much 1arge; number of respondents may have lead to
better and more accurate statistical results in comparison
to those results which were genefal with the use of a purpo-
sive sample.

One of the most obvious operatlonal problems plagulng
the thesis was that encountered in the use of contlngenoy

e o

table analysis. One primarily too small sample sizes at both

4
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an aggregate and provincial lével.’ Because of the overall

RSP P SYC TR

small sample size, measures. of the significénce (chi square
etc. ) of the'relationships'between variables had to be conti—.
nually corrected by way of the grouping of observations or by
means of Yate's correcfion due to the pergistent problem of
cells within continge?cy-tables with less than five observa- |
tions. Also, because of the grouping of observations for " I
correction-pﬁ:poses: vdluable trends and information on rela-
tionships between variables was lost or obscured. Of course,
in restrospect, it appears that the obvious solut{on to this
pr bleﬁ\WQuld ﬁgve been to increase the sample size thus |
eliminating this rather bothersome problem.

Another facef of the problem was that'related fo the
samples taken in éach prévihce. Had a greater number of ﬁro~
ducéfs been interviewed in each province, the stg&y could have
concentrated mﬁre on spatiél (provincial) variatigﬁé in those
factors reiated to the ﬁrice instability problem. This con-
centrated view of the problem at é micro level could have
se:ved to elucidate the complexities of price instability and
those factoré affecting it in individual provinces.

'Still another me%hodological probiem related to the
fact that prodtcers (respondents) inteqﬁiewed were allowed to
indicate more‘than one major market information source when
they should have been limited to only one major soﬁrce, The

latter should have been considered as a solution to tﬂe pro-

blem in light of the fact that, when respondents indicated
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bofh middlemen and the market at the moment of sale as infor-
‘mation sourceéz it was impass}blé_to determine, for‘ékample,
who had supplied him ﬁith merket price in£ormaﬁion. There is
. noﬁdoubt that this situation reduced the accuracy of the
statistical results pertaining to the relationship between
reliabiiity of market price informatioﬁ and major information
sources. o |

The overlapping of producers' responses cencerning
middlemen and the market at the moment of sale represented
still another methodological problem. Because the researcher
did not réquire producers to further qualify their market at
the moment of sale response, he was,_forced to assume that

producers received theil market information, while in a local

~or regional market, from

;3ﬂﬂlemen who frequented the
markets. This asgpmﬁ.‘ fesulted in the need to distinéuish

between those middlemer operated in the countryside and

those in the loc and ional markets. This problem may

have been remedied by fequiring thoserrespondents to clearly

state what Information source‘they relied upon when they travel-

led to markets. ' -

Finally, findings relatea to the final hypothesis lead
one to the realization that large and small scale potato pro-
dupers should have been considered as separate entities,
throughout the study, rather than as one. It could be that
the two groups might have revealed distinot variations in

terms of their responses to questions relidted to marketd

o R o e e i 2 i
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information, the problem.of potato price instability and those
factors affecting the latter, two. _Hdwe#er, analysis, throughout
the study, were normally carried ouf on the two groups combined.

Mso, by means of the geparation of the two groups
during the performance of the analysis, it may have been dis-
covered that small scale producers are not affected Ey market
information consideratibns related to price instability and,
therefore, should not have been‘studied.

In retréspeqt, if the study design were to be altered
for any further research related té the problem, the incorpo;
ration of those changes mentioned above'pertaining to the

observed methodological problems would be seriously considered.
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SUMMARY O FINDINGS

Original Perception of the Problem and the Role of Market
Information

Market information (specifically markgt price infor-
mation) was originally perceived as being a causal factor in
the perpetuatfén of potato price inétabilit& in Ecuador.
Because'producers received lit?le or no peliable market infor-
mation from their major information sources (who, it was
theorized, were predominantly middlemen), they were forced to
rely upon past prices and experience with referenée-to their
production decisions and this behaviour.is‘linked to the
existence of a "cobweb", which it. is postulated, provides an
explanation for the problem of persigtept potato price ins-
tability.
=~ As a further test of the importance of reliable
market information the variation in its quantity and quality.
was explored to determine if results were consistent with the

above postulate.
4 -
i §
Findings Related to the Role of Market Information

As a result of the analysis performed, the findings
related to the problem investigated are as follows:

(1) The Quantity of Market Information
Received by Producers

The original postulate concerning the
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E
guantity of market information received
by producers was fouhd‘tQ'be a valid
one; the majority of proaucers inter-
viewed indicated they received little

or no market information.

Sources and Reliability df Market and
Market Price Information

The analysislrevealed that{not one but
two distinct types of middlemen were
major sources of market and price infor-
mation for potato producers; middlemen
who operated in the countryside and B
those who primarily frequented loéal

and regional markets. While no evidence
could be found linking middlemen operating
in local and regional market to pro-
ducers' receipt of unreliable market

and market price information results
linking middlemen operating in the
colrtry side to the producer's receipt

of the similar types of informatJOn

seem %o be somewhatlless clear.cut..

At best, about all that can be conclu—
ded pertaining to the reliability qf
market price information provided- by

middlemen operating in the country

is that it is suspect for certain major
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markets in the country (i.e. Quito).

Making Process of Ecuadorean Potato
Producers

Attempts were made to link unreliable
markeﬁ price information provided by
middlemen to the farmer's need to rely
on past prices and experience in his
production deciéion—making process.

The results of the analysis indicate
that the decision—makiﬁé process of

the producer related to production was
not entirely dgpendent upon past prices
and experience and, therefore, the fact.
that producers received unreliable
market information in the present from
their sources:did not necessarily

iﬁply that he was reliant upon previous
price information to determine future
production. The analysis revealed that

most producers, rather than increasing

"and deéreésing potato production in

line with price increases or decreases,
do not alter their acreage.

This conclusion raises serious guestions
about the importance of market infor-
mation as a causal factor in the persis-

tence of price instability. However,

¥

P
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despite the results, the opinion is

still held that the "cobweb" provides

a valid expianation of the problem of
potato price instability. The above
finding points t9 the consideration

of other factors as being more impor-
tant from. the standpoint of causation
relatéd to price instability. The
inadequacy in‘storage facilities for

the potato in Ecuador could certainly

be given serious consideration as a
major causal factor. In all probabilityJ
this provides a good pari of the expla-
nation for potato price instability in
Ecuador. '

However, producers' receipt of reliable
market information (and price information)
should not be dismissed as being unimpor-
tant; for, in tébms of its "redistribution
of income" effect, it could have great
importance. In some cases,_middlemen

»

(with the excessively high profit margins%
would be forced to offer higher prices tor
producers thus réducing their profits

and increasing the individual producer}s

income from the sale of his production.




¥
._]_'56_

(4) Variation in Market Information Quantity
) and Quality Among Large and amall
Scale Producers

3

,‘ | A final test of the relative importance

of market information asg a causal factor
in persistent potato price instability
concerned its variation among producérs.
If evidence of variations could be found
and one producer group received greéter
amounts of more reliable information

than the other coupled with the fact

that potato price instability 'still per-
sisted; then, one would be inclined f@
conclude t¥at, as a eausal factor, reliable
market infprmatién could not be considered
a signifieant factor in providing an
explanation of potato price instability

in Ecuador.

The .analysis revealed a trend towards
large scale producers receiving adeqguate
to more tﬂan adequate amounts of reliable
market information thus giving credibi;ity

' to the above reasoning.

Spatial Variation of Market Information Among Provinces

As a final but imporfant point, it must be mentioned

that the researcher looked past the results of the aggregate
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analjsis related to the importance of little or ﬁo reliable'
market information to producers. &s an explahation of potato
price instability for yerification of these relationships at

a provincial level. However, fof tte most part, no relation-—
shlps were present or those that were present tended to vary
tremendously among the provinces included in the sample. This
suggests, aside from the fact that the number of producers
interviewed in each province may have ﬁeen too small, that

the problem of potato price instability and those factors
affectlng it may be more complex than originally env1sioned

and that regional differences in the importance of many factors
may, in itself, be a relevant factor related to the problem.

It is thougﬁt that certain factors (i.e. reliable market
information) may be more important in terms of the overall
problem, in some provinces than in others and there is no

doubt that other factors, not discussed here, may also vary

in 1mportance from prov1nce to prov1nce. This spatial variation
could in itself, prov1de a partial explanatlon for the existence

and persistence of potato price instability in Ecuador.

<
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UNIVERSIDAD DE OTTAWA
DETARTAMENTO DE GEOGRAFLA

. Y 3 e N
La Comercializacion de. las Papas: Ta Difusion de Informacion

TECNA sesevenssseeess Altura de la finca ...... Titulo «eaeee
Esta encuesta es para el uso del Sr. Danny Napier de la
Universidad de Ottawa-Canada y es completamente confidencial.

7 . ’
i, Ubicacion de la Finca: Provineia sessesessssasseasncscNe

Ca:n.-ton ‘.II'..II....-.II-.-..II..

Parroqui&..’.....................

/s

B . 1‘
5. Que ciudad es 1a mas CETCANZ «.eeeacsorsvovsss

ACuaIlth KmS. de Sufinca:'--u-ono..-ol.--..----------c-

-~

rd ,
. 4 .
Que orientaclon de esta cuidad: norte .see... SUT o

\l

EStE revsncasassssss OBSEEY cvvasssecarans
4,. MNumero de hééﬁaréés de la £iINCAl sesesssenenmaronnocnnnes
¥, Numero de hectareas dedicadas al cultivo de papas én
_eéte ATI0% seesneesssseeess. ANO pasado Ciseseraretasnaens

6. Sabe Ud. cual es el precio de las papas en los siguientes

mercados:

MERCADO Precio (por mayor, en sucres,
por guintal
Quitos Si vees NO cens Ciiiieseeesseses (gruesa)

Guayaguil: asi_.... 11O wave sasenveseseseseases (gruesa)

O'tI'OS: Sj.. . s n b no LRI I -I-CI..Ill-..I...lIOG (gruesa)

-
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7. Cual fue el precio de las pépas en junio.pasa&6"
- ' MERCADOQ Precio (por mayor, en sucres,
por guintal)
Quitos: S1 evse TIO veve vesvacssncassssaa(gruesa)
' Guayaquil: Si .... N0 .... .......;..........(gruesa)
. Otros} Si veee NO wnn. ........T..f.;....(gruesa)
8. Cuando el precio de las papas sube:
Aumenta la superficie cultivada Ae PADPAST veeeesnes
Se reduce la superficie cultivade de paias: R
Mantiene la_misma superficie:f ceasrssesrnad e nn
9. Porqué? cTheeienennns cerseans

10. Cuando el precio de las papas baja:‘
Aumenta 1atsuperficie ciltivada de PEPASE  Jeaesens
Se reduce la superficie culxivada de papas: ....i..
Mehe la misma superficie:
11, Porqué?™ . . ...,
12. Ha observado Ud. si cambio el precio de las papas duranie
su ultima cosecha: gi .... no"¥...
13, Si es asi, en cuanto cambio el Precio:! . s.eed ..
(8/. por quintal).
~14. Cree Ud. Que hay un origen seguro de informacion sobre

los precios de las papas en esta zona: Si ... NO cue.

15. Cual el el (los) origen (és) de su informacion sobre

los precios de 1as PAPAT!  ciecerost st esanrtaaas ctasen
Vecj-nos: IIIIQCIA‘.. IIIIIII .Illl...ll...“. - . .0
4
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comerciante, comprador, cavador en el /.a//

-

9 o=

. * . [N

mercado de wvender 1la produccion: .,.......,f..u....

Otro: .‘l‘-ll.lll...ll.ll...l.l'..‘..ll.ll.lﬂl.l..'l.lll
Sus vecinos cercanos que'son productores de pas,-tienen
el mismo origen de Anformacion sobre los precios -de las
papas:t Si .... n0',.... mosabei ... T \k

o . TN

Conoce Ud. cuantos quintales de papas por hectarea

produceﬂ Sus veCinOS: l.l'..'ll..l....l..QOUI.'.‘l.II..‘.‘-..I

A donde va su producciﬁn de papas?

Guantés quintales 'de la cosecha anterior dediéo al
éonsumo interno? .
(por familia, peones, etc.) .............;.;.t......
a las semillas . . B F R R
Que variedades de papas siemﬁrd'Ud.?'
Sfa. Catalina ...r.......,...i................11....
CTLOLE v eeveesscoaavacsarssssssnsaasassssssacanssaanns
otra ..‘;.g.............5.:...1.;...................

.Que variedadés son la mas importante para ua.”? Ceeneaanen

.llll......ll...'II.III.Il.l."....l.l...II.I.IDOQUI..'..‘III
POI‘Q_Ué? i<.|¢.tll"-.l.....C‘.llll.n..ll.o.l.l..l.l.llo.l-t

Que #arie%ed siembra Ud. MAS. «esees.% del sembrado total

\...-.l.I.".-..I.'..l..:ll...ll‘l.."l.'...l..l‘....Il.‘l
-

™ f
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24. Cuando comenzo Ud. a sembrar Catalina, en que ano? .esees

ll........"....l'l...l‘.l....I..l-l..lICIIIII.Il......I..

A 25, Quien le informo sobre la papa Catalina? seesescsenscacscs

26. G;éQiis veces le visito el extensionista dgrante este
ATIO sesssssvessnsansaagesessssse aNO PASAA0 ceeacassscseacs
27. Se informo por el exfensiohista gsobre?
los precioé-de la papas . S caeeellD 2eess
los precios de la abonos Si teeeeDD canan
méfodos modernos de cultivos S1 ..eseN1O 0w
28, Cuanto pago el intermediario (comprador, cavador) por
su; sementeras de ﬁapas el ano pasado:
DOT CAVAT wosennasannsecanssssnansions (s/. por aq)
Q;" ~ en el mercado et teeeieieenaeaaea
este ano .......a..;..................

el’l-que Hles P I R I BN B R B B B B B

29, Vende Ud. a un solo comprador: sSi .....no cosdds

b -

Cuantos: «eeas _
30. Vende Ud. al (1os) mismo(s) comprador(es) todo el
tiempo? Si sl T10 caens

%31, Recibe Ud. suficiente ;nformacion sobre los precios de

las paﬁas? . . ' -
. adecuada seesonsees POCA ssanssrass
si . no ,
bgstante ...coveeen. ' ‘NINgUNE .ceeena

[+
%29, Vende Ud. parte de su produccion de papas en los

mercadosg y ferias?

si - e v e nO a0 e



33.
34.
35.

36.

37,

38,

39.

40.

41.
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Si es asi, donde las vende Ud.? ...................ﬂ;.....
Que cantidad vende Ud. por feria? .......;................
Antes de la venta de las papas, trata de averiguar preéios
en diferentes mercados, buscando la mejor alternativa?
Sl eeeee MO sewns |
Va Ud. a Quito,'Guayaquil u otras cuidades buscando
informacion sobre los precios de las papas? i
‘ SE vevns MO wevun

Cual es su rendimiento de papas, en quintales, por
hectarea 0 CUAATAY teiirerrsasenssoonnerssnsrassnssrssane cee

Tiene Ud. problemas en la produccion de papas cont

suelo probre L e

plagas: ‘éusano blancoe --- arroya ——- tison —-—-= ——————w=

heladas S . ' e

mano de obra e80acez ———m— CATr0 ————— e
) .

abonos escacey ————— precios ———=——= = m<———————

fluctuaciones de los precios de papas Si —--—
“NO mm— e
De todos estos, cual~es el problema mas grave para Ud.?

Que otros productos agricolas, ademas de papas, cultiva

Ud, ahora?
1, ———— e ::ﬁ ————— By m——— - -
P — — 4. - - :

Que producto, en su opinion, es el mejor .en esta gona?

LI B B R N N B LR B R B R R N R RO B NN RN B ORE B R N BTN N R B RN RN BN R N R I I B BN R R R B R



42,
43,
44.

45.

46,
417.

48.

49.
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Crée Ud. que deberia ser un precio fijo para. papas en
todos 1os mercados y ferias? sSi ..... 10 .;..; .
Si es asi, qUe Precio Fijo seeeesesees (S/. por qqJ
o DT
Si el precioc de 1as'papas es muy altolahora, cuando cree
que estara bajo? . (cuantos neses o anos) e eereeeeeeiann
Cuan%o cuesta para sembrar 1 qq. de papas? Ceeereatecaeren
Usa Ud. iotacion de productos agricolas?

Sl sewes nb'.....

Proxima sementera: mes ...,
Proxima sementara: mes .....

e

Cuantas sementeras wvendio (gosecho) Ud. en el . ano

pasado? .ll‘.l..l.'I'.ll'll‘.I..l.l-..l...'l..l.l.l.llll.Il.
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PROGRAMA DE PAPA*

El cultivo de papa ha sido una de las principales
actividades agrlcolas tradicionales de la sierra y hoy continua
siendo upo de los alimentos basicos de la pob1a01on. Si blen
leste cultivo ‘se caracﬁeriza como inherente del campesino, sin‘
embargo en al Paf{s existen zonas definidas que reunen las
mejores condlclones ecologicas para produclr papa, las mismas
que han garantizado hasta el momento el abastecimiento nac1onal
con fluctua01ones de precios, resultantes de una Qomer01allza015£
defe;tuosa. |

La produccién naciéhal de papa no ha sido deficitaria,

sin emﬁargo tanto el-aumento'demogfafico como la necesidad

de r;ducir las areas maﬁginales de este cultivo, en al futuro

obligan a elaborar programas de acciéﬁ para aumentar 1os-ren-

dimientos por u?idad de superficie a fin @e cubrit las necesi-

dades internas, propiciando al mismo tiempo una politica de

precios populares que aumente gl consumo "pe apita'.

*Source: Ministrylof Agriculture and Livestock, Quito,
Ecuador, 1973.
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OBJECTIVOS
Aumento aé 1a producci&i mediante asesoramiento-técnico
dirigido al sector de prdﬁietarios, del area de atencién
preferencial.
fDeterminar ecologicamente las zonas paperas preferen-
ciales y marginaleé para el cultivo de papa. |
Reduccié£ de la superficie destinada al cultivo de
papa, en'las-éreas que se consideren marginales, las mismas
que deben incorporarse a otros cultivos: Trigo, cebada, pastos
y otros gue convengan técnicamente.
Suminisjro de semilla certificada paralel sector de
asistencia técnica preferencials
Estudiar la#. posibilidades de almacenamieﬁto Yy mejor%F
la poliﬁica de comercialization, para evitar las fuertes

/
fluctuaciones de precios en el mercado.

Fa
Mejprar ;a;?ieta alimenticia de la poblacion, en hase

al aumento del nivel'de ingreso.
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METAS

De acuerdo con los datos disponibles en al actualidad
se localizaban las areas paperas que reunan las mejores con-
dlClones de suelo, clima y medlo ambiente sanitario, acordes
con las exigencias bioclimaticas.de la papa. En este sector
se distribuiran las variedades mejoradas y certificadas y se
intensificara la asistencia técnica Para conseguir de los
medianos y grandes agricultores su interés por mejorar el
manejo de sus cultivos ¥y aumentar los promedios de produccign.
Este progreso debera consequirse en forma paulatina,

Las areas en donde se siembre papa por iniciativa
privéda ¥ gue no reunan las condiciones requeridas por la
planta, anotafas en al parrafo anterior y,que ademas el
Ministerio de la Produceidn las vaya senalando como marginales,
no recibiran asistencia téﬁnica e iran eliminandose del cultivo
de papa en forma progresiva.
| Con el aumento de la produccién, como resuitante del
suminristro de semillas cértificadas, asistencia téqnica,.
crédito v facilidades Para adquirir los insumos de la pro-.
duccién; sera ﬁeceéario_de_reducciéﬁ de las superficies de
siembra de las areas marginales de 63.958 hectareas en 1.973
a £61.959 en 1.977, wmargenes que séran destinados para pastros
¥y otros cultivos que requerieren aumentar la frontera agricola.

‘

LK
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Para cumplir con las recomendaciones del Instituto
/
Nacional de Nutricion, se podra aumentar el consumo de papa

pro habitante de 48.93% Kg. en 1.973 a 53.00 en 1.977.

CUADRO N° 1
‘///7 METAS
Superficie Sembrada Ha, 63.958 61,959
Superficie Cosechada Ha. 57.572 55.992
Rendimiento Kg/Ha.  8.037 9.716
Produccion Ton.M.  462.640  544.000
Semillas ‘ Kz/Ha. '1.138 1.230
Ton. . 72.679 71.424
Desperdicios % 6t - 6
Ton. 27.760 32.640 .
Consumo Animal % 6 6
Ton. 27.760 32,640
Expor%aeién' = Ton., | - —=
Tmportacidn | . Ton. —= -
Disponibilidad Ton. 334.577' 413.600
Materia prima Ton. - —
Consumo Total Ton. 334.577  41%.600 -
Consumo "Per Capita" Kg/Hbit. 48,93 | ;; ?3,0
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LOCALIZACION

El sector de asistencia Técnica preferencial se ubicara

en principio en tres zonas productoras, a lo largo de la sierra -

Ecuatoriana, entre 3.000 y 3.400 m.s.n.m., pero sera necesario

efectuar reajustes 4 medida que se conduzcan los estudios feno-

logicos de la papa en la determinacion del area preferencial.

ZONA MORTE.-

ZONA CENTRAL, -

‘l

ZONA SUR.-

En el Carchi; Huaca y Julio
Andrade, en donde se asesorara
sobre el cultivo de la varie-
dades Santa Catalina, Copiro y
Violeta.

En Pichincha, Cayambe, Nono

Pintac, Chillogallo y Machachis

" en Cotopaxi y Tungurahua, Salcedo

N Piilaro ¥ las tierras altas de
las estribaciones internas de la
Cordillera occidental hasta
Chimborazo, se dara asistencia
técnica en los cultives de la
variedades: Santa Catalina,

Chola y Bolona.

En la provincia del Cafiar, zonas
de Biblian y Cafiar conllas varie-—

dades Santa Catalina, Maria y Bolona.



- 163 -

APPENDIX B

En estas.zonas gse distribuiran las variedades certifi-
cadas Santa Catalina, Copjfo, Maria y otras que obtuvieran la
cxlidad de mejorades., DLas demas variedades no constituiran
semilla certificada sino la categoria de tradicionales o
comunes.

Se aspira é'que en las areas de atencion preferencial
los rendimientos fluctuaran alrededor de las 18.000 ﬁg.
mientras que en las areas de atencion secundaria se obtendran
rendimientos promedios de 8.000 Kg/Ha.

A medida que se vayan cumpliendo las metas de Programa
se iran incorporando nuevas regiones consideradas como de
atencioﬁ preferencial a fin de reducir paulatinemente la

superficie de este cultiyo. s
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: . p
COSTOS DE PRODUCCION

Para establecer a costg/}otal dél progréma ge formu-
laren los costos por Hectarea, taﬁfo para un cultivo techni-
ficado como para un tradicional sin mecanizacién y'qué
alcanzaron a las sumas de 11.000 y 5,650, en su orden, que
luego multiplicado por la superficie sembrada y cosechada -
del area de atehcién rreferencial y del area secundaria de

obtuvo que para el periodo 1.973-1.977, el monto %total suma

1.892,4 milliones de sucres (ver anexo 4).

CUADRO N° 2
€
COSTO TOTAL
En Milloneé de Sucres
AREA ATENGION

ANOS COSTO MOTAL  PREFERENCIAL AREA SECUNDARIA
1.973 361,9 1,1 360,8
1.974 379,6 2,6 377,0
1.975 387,7 1,4 376,53
1.976 388,17 25,3 ©363,3
1.977 374,5. 50,2 363, 4
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PINANCIAMIENTO

A fin de conseguir el financiamiento de 90.6 millones

- /
de sucres que corresponden al costo total del area de &tencion

preferencial, el Banco Nacional de Fomento debera aportar con
el 80% y 20% de dicha area estara a cargo del sector privado

7/
segun se indican a continuacion.

CUADRO N° 3 -
FINANCIAMIENTO
AREA ATENCION 80% 00%
- BANCO' DE SECTOR
ANOS _PREFERENCIAL . . TOMENTO PRIVADO

Millones de Sucres

1.973 ' 1,1 0,88 0,22

1.974 2,6 2,08 0,52
1.975 11,4 | 9,12 2,22 .
1.976 25,3 20,24 5,06 ‘

. 1.977 50, 2 . 40,16 10,04

E1l costo total del area secundaria para el periodo
1.973%-1.977 que alcanzo a 1.801,9 millones de sucres sera

financiada por el sector privado.
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. QCUPACION
éonsiderando el area de atencié£ preferencial.y
secundaria para el periodo del quinguenio se llega a deter-
minar que se producira una reduccion en la ocupacién de mano

: /
de obra debido a la necessaria tecnificacion del cultiv%

que contempla el Programma, (ver anexo N° 5).
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/ -
POLITICA DE ACCION ' ;?

Para encarar el Programa y cumplir con los objectivos

. ' ‘ /
y metas propuestas la politica de accion sera la siguiente:

Suministro de Variedades'Mejoradas v Semilla Cex¥ificada.—

El INIAP producira la semilla basica y registrade de.
las variedades gue se hayan seleccionado para las distintas
?onas broductor§s.

! La sémilla registrada sera entregada pro intermedid
“del Departamento de Certificacion de Semillas del Ministerio
de 1a Produccién, a las entidades publigas, privadas o de
cons¥itucion mixta, que deseen producir semilla certificaﬁa
de papa. EBste Departamento fiscalizara las :ementeras.de

semillas basica, registrada y certificada de"cualquier

entidad que las produzca, de acuerde con el contenido de la

LI

- .

'Ley ¥ los Lineamientos del Plan dé-Desarrollo. ‘Para un mejof
cumplimiento to sus funciones ese - Departamento reglamentara
la produccion.w«€l procesamiento y la comercializaci&h de
semilla certificada de papa; Cooperara con la Direccién de
deento Agricola en la difusié% y empleo de esta semilla en
les zonas preferenciales de produccién.

Los Organismos involucrados actuaran coordinadaWgnte
para la fijaéidh de ias superficies de siembra de las distinta

clases de semillas segun sea la demanda de la clase certificad

=

B

a.
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El Deﬁé@j@mento de Fomento, Agricola del Ministerio de
la Producciéﬁ, sé éncargara dé popui%rizar las nuevas tecnicas

. de culfivo que recomienda el INIAP, asi como las semillas que
' haya certificado el Depa;%ameqyo respectlvo '”Z —

. \(’R{
¢, Tambien ayudara a los agricultores a‘'empear correc-

tamgnte los insumos de la produccion y los orientara en la
conseou015£ dedﬁredltos segun se haya prev1stgﬁbara el SECtor
de a31stenc1a tecnlca prﬁferenclal. Las metas del quinguenio

. no se podran cump11£w81n un fomento adecuado del uso de semllla

certlflcéaa. L. -
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DETERMINACION DE SECTORES PREFERENCIALES
EL CUL D

. Esta labor la deberan cumplir, en el lapso de cinco
Gnos en forma cooperativa las siguientes Instituciones del
Es%ado:

a) E1 Ministerio de la Produccion ‘con sus

b Departamentos de Sanidad Vegetal, de
Suelos, de Extension Agricola y Certi-
ficacion de Sem}llas. s

b) El Instituto Nacional de Meteorologia

e Hidrolégia, Vs
¢) E1 Instituto Nacional de Investigaciomes
Agropecuarias.

La finalidad sera la delimitaciéL de los sectores
preferengiales y gecundarios para el cultivo de papa de
acuerdo con los requerimientos fenolégicos de la misma.

A partir de 1.975 los tecnicos encargados del Programa
lde Paﬁa/gel Mlnlsterlo de 1a‘Produ001;n, en coordlnaCLOn con
las entldades estatales ¥ prlvadas que tengan relacion directa
106; egta solanacia, seran 1os responsables de efectuar los
egtudios necesarios para 1la zonlflcatlon del cultlvo.

A medlda qﬁe se vayan dellmltando estas zonas,. se

. . ’ ‘ »
iran ajustando los .sectores @e asistencia tecnlca. g
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COMERCTALIZAGION -

Los sistemas de comercializaciéh de la papa(qf;kl
- BEcuador son de lo mas Qefectuosos, Yy repe;puten desfavorable-
mente en log intereses economicos de los productores y los

<N
consumidores. El precio de,compra de un guintal para cavar
en la sementera en ocasioned de vé mas que duplicado.cuando
llega el consumidor. ILa Direccion General de Empresas y el
SIMAE buscaran los medios mas édecuadon pafa subsonar este
problema, encontrando la manera de reducir en cuanto sea

posible les grandés fluctuaciones de precios gque sufre la

papa en el mercado nacional.

12
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Sierra

.
.

Costa

Sementera

Solanum

Finca
Hacienda

Canton
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APPENDIX D ¢

GLOSSARY OF TERMS

”

4

One of t&ﬁﬁthree major regions of Ecuador
comprised of, for the most part, the Andes
mountain range. This region‘covers approxi-

mately the central two-fifths of the éountry.

Another major region of Ecuador, covering

abproximate}y the western 30% of the country.

Th;s region is composed partly of swampy low-

lands and partly .of low hills. The coastal
area in-the north is covered by dense rain-
fores% and in the south by dry scrub woodland

and savanna.

-

Spanish word for harvest (of an agricultural
crop).. a .

Any of a genus of herbs, shrubs.or tfeés of
the nightshade family. Only tuber bearing
solanums are considered ip the context of

+this' thegis.

-

Small farme . "
yéryllarge‘f%rm or estate..
Eguadprean‘provinces are divided iﬁt@_a number

of "cantones" which are comparable to counties,

-, lJ.

it : .
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APPENDIX D (Cont'd)
Parroquia - Each "canton" is divided into a number of
parrogquias or districts.
Cavadbr. - Usually a middleman who contracts with the pro-
ducer to haivest his crop. In the case of.
pbtatoes, they must be dug out of the ground )
by those who harvest them; hence the name (i-'
"digger". - ‘ E7
Revenaones _ Tndividuals who biy produce in local, regional’
or naﬁion@lfmé;kets‘and then resell it to other
individuals in the marketing chain such as
middlemen or minofistas.
Minoristas - kq individual who sells agricultural produce
as well as other products on a small scgle
usually in the 1océl, regional or national-

markets of the counfry.

.
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