Journal of Agricultural and Environmental Ethics
https://doi.org/10.1007/s10806-022-09891-6

(2022) 35:19

ARTICLES

Are Collective Trading Organisations Necessarily Inclusive
of Smallholder Farmers?: A Comparative Analysis
of Farmer‑led Auctions in the Javanese Chilli Market
Dyah Woro Untari1,2

· Sietze Vellema1

Accepted: 9 July 2022
© The Author(s) 2022

Abstract
Organising smallholder farmers into groups or co-operatives is widely promoted as a
strategy to connect farmers to markets and turn them into price makers rather than price
takers. This pathway usually combines co-operative organisational models, based on collective ownership and representation in internal governance, with measures to shorten the
agri-food chain, shifting the ownership of intermediary sourcing, aggregating and trading
functions to the group. The underlying assumption is that this improves smallholder farmers’ terms of inclusion in markets. To scrutinise this assumption, our study compares two
examples of farmer-led auctions facilitating trading in the chilli market in Java, Indonesia. The auctions’ ownership, management and performance evolved differently: one was
run by a group and the other by a family. The comparison brings nuance to the prevalent
emphasis on co-operative ownership structures. By researching practices central to collective trading at the chilli supplier–trader interface, this study unravels four dimensions—
ownership, voice, reward and risk—capturing smallholder chilli farmers’ terms of inclusion in both the auctions and the market. Our comparative analysis suggests that shared
ownership and control of the trading function, a central feature of co-operative models,
does not necessarily ensure favourable terms of inclusion for smallholder farmers with
little capacity to take risks. The capacity to reconfigure the terms of market inclusion for
vulnerable smallholder farmers involves direct payment modalities and risk taking. A collectively owned trading organisation does not necessarily imply an inclusive business concept when the organisation cannot acquire sufficient working capital to pay its suppliers.
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1 Introduction
Organising farmers into groups has been an important strategy for arranging market
access and achieving inclusive development on favourable terms for smallholder farmers (Lyon, 2003; Minah & Carletti, 2019). Collective action anchored in co-operative
organisational models is often proposed to effectively link smallholders with markets
(Stringfellow et al., 1997; Lyon, 2003; Borda‐Rodriguez et al., 2016). Donors and governments expect these organisations to replace and improve public support of service
provision (Gramzow et al., 2018), as well as replacing middlemen or intermediary
traders and thus shortening the agri-food chain by providing trading services (Gyau
et al., 2014). This model is strongly anchored in the notion of a collective ownership of
resources managed by farmers’ economic organisations (Bijman, 2016). The premise
of this argument is that such a shift to a co-operative model may change farmers from
price takers — being forced to accept price determined by others —, to price makers — having capacities to determine or influence price-setting — ; however, it is not
self-evident that induced co-operative models based on collective ownership can effectively enhance smallholder farmers’ terms of inclusion in rural markets.
The premise of our research is that reshaping terms of inclusion requires more
than a change in ownership structures; it entails actions, skills and capacities from
which modified practices and rules of trade emerge. This paper therefore focusses
on the practice of farmer-led auctions, which enables them to perform intermediary functions that may modify their relations with more resourceful and powerful
downstream players in agri-food chains, namely traders or retailers. This paper
unpacks trading practices by comparing how two farmer-led auctions in the Javanese chilli market reshaped the terms of inclusion for small chilli producers. The
central question for the comparison, building on (Mwema & Crewett, 2019) who
study rules governing access to markets, is: what capacities are mobilised in the
trading practices at the auction sites to refashion the rules and conditions of entry
for smallholder farmers into markets for fresh, perishable food products?
The paper aims to move beyond organisational models based on collective ownership as a recipe for inclusive development and shifts attention to the modus operandi of an auction to unravel how multiple processes reconfigure the terms of inclusion in food markets (Hoffecker, 2021). This intermediary site, where the connection
between sellers and buyers is constructed, is the entry point for investigation. The
methodological choice to focus on practice shifts attention from measuring effects
or benefits to—following Jones and Murphy (2010)—documenting a set of routinised, improvised and situated actions that constitute and reproduce the power of
farmer-led auctions to (re)direct trade relations. The everyday reality of the auctions
consists of practices of conduction (Legun & Bell, 2016), such as sourcing, transporting, warehousing, retailing, and trading. By taking this as an analytical object,
the study offers a grounded understanding of how terms of inclusion, as a higherorder phenomenon in food markets, are reproduced or transformed through the situated actions and interactions in the auctions studied.
Descriptive accounts of the day-to-day running of the auctions provide
the basis for understanding inclusion as an evolving process with emergent
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(intermediate) outcomes regarding the ways in which access to markets are
arranged. Reshaping the terms of inclusion for smallholder farmers is not a matter of installing a fix; the farmers running the auction developed capacities gradually to keep the auction afloat in the markets and learned from their mistakes. The
paper applies and expands the framework developed by Vermeulen and Cotula
(2010) and elaborated by Chamberlain and Anseeuw (2018) to assess the effects
of farmer-led auctions for the terms on which smallholder farmers are included
in markets. This framework identifies four distinct dimensions: ownership, voice,
reward and risk. In addition, zooming in on the everyday practices of the auctions facilitates the investigation of the ways in which the relationships between
upstream actors (chilli farmers) and downstream actors (traders) are enacted and
(re)configured in the practice of the auction. For that reason, this research recognises that farmer-led auctions, as an economic organisation (Soboh et al., 2009),
have a dual purpose: satisfying their members or clients and being competitive in
the market.
The study examines the conditions under which two farmer-led auctions, with
distinct ownership structures, are able to transform the terms of inclusion in a
favourable manner to smallholders. Both auctions operate in the major chilli-producing area in Yogyakarta, Indonesia. They are linked to the same trading networks.
One auction, from which the auction idea originated, sustains a collective ownership
structure and is managed by a small operational team. The other auction was, after a
couple of years, taken over by a local farmer family and therefore deviated from the
notion of collective ownership that is central to the co-operative model. In combination with a multi-dimensional perspective on inclusion, the comparative analysis
shifts attention from an exclusive focus on ownership and membership representation, as is reflected in the literature on co-operative models, to an appreciation of the
skilful and purposeful endeavours to reconfigure the nature of doing business in the
Indonesian chilli market.

2 Analytical Approach
This study combines a multi-dimensional perspective on inclusion with a methodological focus on auction practices where the terms of inclusion are moulded, and
where internal and external modes of governance are configured. The analytical
approach emphasises the processual nature of inclusion and considers it as outcomes
emerging from, and reinforced in, situated actions.
2.1 Focussing on Practices
Our methodological choice focusses on the auction practice to assess the conditions for smallholders’ terms of inclusion in food markets. Our approach argues that
human action comes from participating in practices (Nicolini, 2011), starting with
conduction practices (Legun & Bell, 2016) such as sourcing, aggregating, sorting
and storing. The study considers that intermediaries usually have the know-how to
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interpret information, improvise, control quality, repair errors, sort and bulk produce, arrange finance, take risks and enable transactions (Schoonhoven-Speijer &
Vellema, 2020). Mastering this set of skills for a farmer-led auction is a challenging
process and knowing how to engage with trading to alter the terms of inclusion is
an achieved skill (Orlikowski, 2002). Our focus on practices will therefore inform
our analysis of the capacities of auctions to alter organisational rules and routines in
market transactions (Mangnus & Vellema, 2019) and modify smallholders’ terms of
inclusion in trading.
2.2 Connecting Internal and External Governance
Zooming in on the auction practices exposes the internal and external governance
of the everyday reality of auctions. Studies of producer organisations and collective actions show a strong focus on internal modes of governance (Bijman & Bitzer,
2016), which define who has the right to decide, monitor and control the decisionmakers and the distribution of residual claims (rights to profits) (Bijman et al.,
2014). Accordingly, the auction merges horizontal co-ordination among the suppliers and members with vertical co-ordination with the other value chain actors (Royer
et al., 2017). The research investigates how auctions handle the suppliers’ and traders’ diversity of interests (Iliopoulos & Valentinov, 2017); therefore, researching the
practice of running an auction reveals the processes connecting the internal and the
external governance of trading (Fig. 1).
2.3 Unravelling Terms of Inclusion
The framework developed by Vermeulen and Cotula (2010) is applied to assess
whether and how the auctions reconfigure the four dimensions of inclusion in business: ownership, voice, reward and risk. These dimensions, detailed by Chamberlain
Intermediary 1

Intermediary 2

Intermediary n

Before: Long value chain

Farmers

Traders
Terms of inclusion
reconfigured

Internal
governance
- sourcing

Pracce of running an
aucon

External
governance
- trading

Ownership, Voice,

Ownership, Voice,

Reward, Risk

Reward, Risk

Mediaon to alter the terms of inclusion

Fig. 1  The focus of analysis of collective trading configuring the terms of inclusion
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Table 1  The dimensions and categories of smallholder farmers’ terms of inclusion in auctions
Four dimensions of inclusion

Categories

Description

Ownership

Land and fixed assets

Auction location and building

Moveable assets

Working capital

Voice

Reward

Risk

Produce

Chillies

Pre-implementation

Decision on the date to start auction

Day-to-day operation

Decision-making in, and control of, everyday tasks

Seasonal

Planning and co-ordination of planting season, price monitoring

Medium and long term

Wage standardisation, maintaining trading network

Price setting and payment modalities

Payment collection, price making, ensuring that traders pay

Profit sharing

Dividend sharing, use and distribution of profit

Service provisioning

Input loans, credit, traders’ payment liquidity

Employment and skills

Salary and responsibilities in arranging transactions

Commercial

Delayed or defaulted payments by traders

Political

Tensions among farmers, tensions with petty traders

Reputational

Quality assurance, transparency

Sustainability

Obligation to supply, supply continuity

Source: Vermeulen and Cotula (2010); Chamberlain and Anseeuw (2018); authors

and Anseeuw (2018), are used to analyse smallholder farmers’ terms of inclusion in
running the auction (Table 1).
Ownership of the physical infrastructure of the auction—the trading facilities,
the working capital and the produce—distinguishes the two case studies central to
this study. The auctions started in collective ownership but gradually one auction
developed a slightly modified co-operative model, whereas the other became privately owned. Both ownership structures perform the same function but with distinct outcomes.
Voice reflects the representation in member-based organisations and concerns the
involvement of suppliers in decision-making. In theory, a co-operative distributes
decision-making equally (Reynolds, 2000); however, Mwambi et al. (2020) suggest
that participation in decision-making addresses inclusion more accurately than does
membership. Thorpe (2018) underlines the procedural justice in decision-making
and shows that economic benefits cannot compensate for processes that members or
clients consider procedurally unjust. Our framework adds aspects of decision-making beyond the immediate transaction, which may also involve collective choices in
the wider community.
Evaluative studies on rewards generated by collective trading or co-operatives
(Johnson & Berdegue, 2004; Bekkum & Bijman, 2006; Hernández-Espallardo
et al., 2013) predominantly use higher prices as a proxy for the economic benefits of
inclusion. This study widens the analytical scope to network relations with traders,
service provision and employment opportunities. Other possible rewards may also
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include the capacity to purchase high volumes, a stronger bargaining position, high
upgrading capacity, market information, low transaction costs (Vorley et al., 2009;
Wollni & Zeller, 2007) and the reliable purchase of produce (Mujawamariya et al.,
2013). This study gives attention to the non-price aspects that lure farmers into the
co-operative (Chamberlin & Jayne, 2013), requiring an enriched framework for analysing the rewards that auctions generate.
Risk handling is coupled with the ownership of an auction, whether collective or
private. Collective ownership implies shared risk-taking (Chaddad & Cook, 2004)
and faces the difficulty of attracting additional equity capital from members (Bijman
et al., 2000). Moreover, trading requires maintaining a good reputation with traders
while taking action to provide fair prices and keep risks low (Lu et al., 2010); hence,
auctions cope with commercial risks in transactions with both farmers and traders.

3 Materials and Methods
This section presents the area of study in a coastal farming area growing chillies and
the selection of two farmer-managed auctions as the case studies, followed by qualitative and quantitative data collection and analysis methods.
3.1 Research Area
The two auctions are located in a coastal agricultural area in Java, Indonesia, called
Kulon Progo. The Kulon Progo District covers 586 k m2, consists of 12 subdistricts
with 87 villages, and has 425,758 inhabitants. Within this district, chillies are grown
in the four subdistricts in the southern coastal area: Temon, Wates, Panjatan and
Galur. Until the 1980s, most farmers were landless and marginalised. After the
introduction of soil-modification measures and irrigation with chain wells, the farmers shifted from growing cassava and kleci (small black potato) to chillies.
3.2 Context and Case Studies of Farmer‑led Auctions
We purposely selected two cases from the 12 auctions in the region with a history of
more than five years trading chilli. Our first case study, the group-run auction, used
to sell their chillies to petty traders before running their auction, but in 2004, a larger
trader asked the farmers to bulk the chillies in one spot. Other traders followed, and
the larger trader proposed the traders expressing their bids on the spot to determine
who could trade. After several such auctions, traders changed to writing down the
bids on cigarette paper. This practice became the foundation for establishing farmerled auctions in the area. The second case study, the family-run auction, started as
a group-run auction in 2012. After three years, some members disagreed with the
leader’s idea to split the chilli sale. Tension built, and the treasurer started another
chilli-selling point, followed by the leader’s brother. In 2016, the auction ownership
was transferred to the leader.
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3.3 Data Collection
The group interviews involved the operations team focussing on the traders linked
to the auctions (Table 2). The in-depth interviews with 12 operators concerned
their life histories and roles in the auctions, and the observations focussed on the
everyday business of the auctions. In Village 1, a small group of 16 operators of
the group-run auction weighed the chillies; recorded the volume; then bulked,
sorted and packed the chillies. They contacted the traders, collected the bids
and determined the auction. In Village 2, the family’s auction activities were the
same, but operated by a husband and wife. Mapping the network of the traders
attached to the two auctions was done during interviews with three auction leaders. Next, interviews captured the sourcing mechanisms and trading areas of 18
traders. Four petty traders in the villages were interviewed about how they interacted with the auctions. Similar interviews with three buyers based in the provinces surrounding Jakarta—Bekasi, Tangerang and Purwakarta—were conducted
by phone. Lastly, a survey among 66 members of the farmers’ groups associated
with the auctions collected perspectives on the auctions’ roles in their relations
with the market.
3.4 Data Analysis
We analysed the data in two steps to produce the comparative analysis. First, the
auction practices sourced from the transcriptions of collected data were coded as
bulking, weighing, sorting, bidding, payment and organising service provision.
Second, the trader-network mapping was converted into a table that clustered
traders based on their location, sourcing area, relationships with the auctions and
relationships with other.
In the comparative analysis, the data fragments were coded to the categories
in Table 3; for example, for the ’land and fixed asset’ category, we deduced the
data point: ’The farmers paid the land rental cost. The Bank of Indonesia erected
the building’. The data fragments were: ‘I would ask the other operators, "How
much money should we give to the landowner?". They would suggest, "X amount
is ok"’. (Co-ordinator of the group-run auction, Group interview, 31 July 2018).
‘We used to occupy a villager’s house, but then we received an auction building
as support from the Bank of Indonesia’. (Farmers’ group leader, Group interview, 5 February 2018). After the coding, the dimensions and categories were
matched with a cross table of internal/external governance. Specifically, the auction records and national chilli prices from PIHPS Nasional (2019) completed the
reward dimension. Lastly, the data were examined again to ensure the precision of
the categories and governances.
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Source: Authors

Villages 1 and 2
PIHPS Nasional (2019)

Two auction records

One national chilli prices list

Recording price information

Villages 1 and 2
Villages 1 and 2

Two maps

66 farmers

Trading network mapping

Survey

Villages 1 and 2

Bekasi, Tangerang, Purwakarta

Three buyers

Six group interviews

Phone interview

Group interview

Village 1 and other districts
Kulon Progo, Bantul, Purworejo

Four petty traders

Villages 1 and 2
Villages 1 and 2

12 events

12 operations team members

Observation

In-depth interview

18 traders

Location

Number

Data collection method

Table 2  Data collection methods

Nov 2019

Oct 2019

Jul–Sept 2019

Oct 2019

Jan–Feb 2018, Jul–Aug, Oct 2019

Nov 2018

Sept–Nov 2018

Oct 2019

Jun–Jul 2019

Jul 2018, Jun–Sept 2019

Period
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Voice

The farmers discussed the
pickers’ wage standard,
service provisioning and
payment delivery in group
meetings

The operations team maintained the trading network
with the traders

The operations team monitored the chilli prices and
traders within the associative body

The farmers discussed the
decision to grow and the
planting date in a group
meeting

Seasonal

Medium and long term

The produce was owned by
the family. They sold it
themselves at night auctions
and afternoon sales

The leader initiated a group
meeting with the farmers
to discuss the pickers’
wage standard

The family maintained the
trading network with the
traders

The leader initiated a group The leader monitored the
chilli prices and traders
meeting with the farmers
within the associative body
to discuss the decision to
grow and the planting date

The family did the bidding
The family received supand packing
plies, and weighed, bulked
and sorted them

The family decided the date The family informed the tradThe operations team
ers about the start date of
to start the auction without
informed the traders about
the auction
involving the farmers
the start date of the auction

The produce was owned col- No obligation to sell at the
auction
lectively. The operations
team sold on behalf of the
farmers by auction

The operations team received The operations team did the
bidding and packing
supplies, and weighed,
bulked and sorted them

The farmers were included
in deciding the start of the
auction

The farmers balanced their
sales to the auction with
their sales to petty traders

Day-to-day operation

Pre-implementation

Produce

Working capital was sourced Working capital was used
for daily payments to the
from the farmers’ fees and
farmers
bank loans

The operators used working
capital to pay for the first
and second auctions

Working capital was sourced
from the farmers’ fees and
government support

Moveable assets

The farmers came to the auction spot only to sell

No farmer investment in the
land and auction building

The farmers were free to
come and monitor the
auction

The farmers paid the land
rental cost. The Bank
of Indonesia erected the
building

Land and fixed assets

Inclusion of farmers in the
auction (internal governance)

Inclusion of farmers in the
Inclusion of farmers in the
auction (internal governance) market (external governance)

Ownership

Inclusion of farmers in the
market (external governance)

The family-run auction

The group-run auction

Categories

Four dimensions of inclusion

Table 3  Comparative analysis of the four inclusion dimensions of the group-run and the family-run auction
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No dividend for the farmers

The farmers received
seed loans, limited cash
payments and payment
deliveries

The farmers knew how to
assess quality, how to bulk
and how to sort the chillies

Profit sharing

13

Service provisioning

Employment and skills

The profit was invested in private business diversification
and service provisioning
The family represented themselves when negotiating the
traders’ payment liquidity

No dividend for the farmers
The profit was invested in
the group’s working capital
and service provisioning
The selected farmers
received seedling loans.
All farmers received cash
payments

The family received a seaThe farmers knew how to
sonal salary and understood
assess quality, how to bulk
trading complexity
and how to sort the chillies

The operations team negotiated the traders’ payment
liquidity on behalf of the
farmers
The operations team
received a seasonal salary
and understood trading
complexity

The family was responsible
for setting prices and sustaining cash payments

The farmers were price
takers. Selected farmers
received services

The operations team was
responsible for price
making and ensured that
the traders would pay the
farmers

The farmers were price takers. The farmers received
services, including payment deliveries

Price setting and payment
modality

Inclusion of farmers in the
auction (internal governance)

Inclusion of farmers in the
Inclusion of farmers in the
auction (internal governance) market (external governance)

Reward

Inclusion of farmers in the
market (external governance)

The family-run auction

The group-run auction

Categories

Four dimensions of inclusion

Table 3  (continued)
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The family shared their daily The family let petty traders
access the other two trading
auction price result with
spots
the other two trading spots
The family maintained transparent transactions with the
traders
The family ensured the supply
and sustained trading relationships with the traders

The family mobilised the
farmers to maintain their
chilli quality through
group meetings

The farmers’ group resolved
Some farmers in conflict
the tensions with the petty
with the auction operations
traders
team engaged in sideselling
The operations team maintained transparent transactions with the traders

The operations team ensured The farmers were free to
supply the auction or the
the supply and sustained
other two trading spots
trading relationships with
the traders

Political

The farmers’ group obliged
the farmers to supply the
auction continuously

Sustainability

Source: primary data

The farmers’ group mobilised the farmers to maintain their chilli quality

Reputational

The farmers took the risks of The farmers received fluctuating prices with cash on
delayed payment and being
delivery
cheated by the traders

The family took the risks of
delayed payment and being
cheated by the traders

The farmers received fluctuating prices with delayed
payment

Inclusion of farmers in the
market (external governance)

Commercial

Inclusion of farmers in the
auction (internal governance)

Inclusion of farmers in the
Inclusion of farmers in the
auction (internal governance) market (external governance)

Risk

The family-run auction

The group-run auction

Categories

Four dimensions of inclusion

Table 3  (continued)
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4 Performance of the Auctions
This section compares the two auctions, which have different ownership structures, to identify how their practices affected the four dimensions of inclusion
(Table 3). The terms of inclusion were analysed by looking at the practice of
sourcing chillies (internal governance) and selling chillies to buyers in the market
(external governance).
4.1 Ownership
The group-run auction started in 2004 on rented land. Later, in 2013, the Bank of
Indonesia supported the group by erecting an auction building. The leader of the
farmers’ group shared that farmers stayed to watch the auction, and between five
and 16 operators started the sorting, bidding and packaging at 7:30 pm. Regarding working capital, he mentioned that the auction did not access any bank credit
because none of the members wanted to act as guarantors. The auction co-ordinator
acknowledged that the group-run auction afforded to pay cash only for the first and
second auctions among the 83 times of auction. After that, the farmers received payments with 2–5 days delay. The survey of group members showed that 12% of members’ sales went to petty traders offering cash on delivery, usually before the auction
opened. According to the auction’s record book, 96,008 kg of chillies supplied by
108 farmers were sold in the first season in 2019.
The family-run auction started in 2012 and was located in the middle of the village. A farmers’ group formerly owned it before a disagreement, and ownership was
taken over by the farmers’ group leader and his wife in 2016. The couple sold the
chillies through a night auction and an afternoon sale to the smaller traders. At this
auction, the farmers were not obliged to supply, and they only came in the afternoon when selling their chillies. At 6:00 pm, the husband determined the highest
bid as the winner, then one or two workers packed the chillies. The leader mentioned that he accessed Bank Rakyat Indonesia to provide daily cash payments. The
survey of members revealed that the farmers sold 10% of their chillies at the village’s two other trading spots. The family’s trading book record in the first season in
2019 showed that the combined 101 days of auction and afternoon sales amounted
to 173,247 kg supplied by 277 farmers.
4.2 Voice
The leadership of the group-run organisation shared that they opened the auction
only when they expected to bulk at least 200 kg of chillies. In the late afternoon,
the operations team started to receive supplies, then weighed, bulked and sorted
the chillies. After the bidding procedure, they organised the packing. The operators
monitored chilli prices through Aspartan, the associative body during the season.
The larger farmers’ group discussed service provisioning and planting schedules
to avoid pests and diseases in their joint endeavour to aggregate sufficient volume.

13

Are Collective Trading Organisations Necessarily Inclusive…

Page 13 of 21

19

They also discussed pickers’ wage agreements and the expansion of the auction. In
2018, the group standardised the pickers’ wage at a maximum of 60,000 rupiahs per
day to avoid competition in finding workers. In addressing the issue of a delayed
payment, the auction co-ordinator shared that they delivered payments to the farmers’ houses to prevent them from asking the operators.
The family’s terrace was always full of vegetables, such as cucumber, aubergine,
luffa, and chillies. In the daily operation of the auction, the couple was prepared
to receive, sort and weigh the chillies at noon. Once the auction winner was determined at 6:00 pm, the workers started to pack the chillies. In this village, the chilli
growers met as a group, similar to the group-run auction, and the family-auction
leader led the discussion also monitored daily prices through Aspartan. He was also
a prominent figure in the village. During the chilli harvest, this area attracted around
300 workers from outside the village. The secretary confirmed that last year some
farmers competed to hire these workers. The leader then initiated a farmers’ group
meeting, resulting in an agreement to set a maximum salary of 80,000 rupiahs per
day.
4.3 Reward
From 2004 onwards, the group-run auction ensured that one price was paid throughout the entire area, which contrasted with petty traders who paid uncertain prices
for similar quality. The average price in the group-run auction was 42,009 rupiahs
per kg of chilli per day. The group interview revealed that the farmers considered
the chilli prices at the auctions to be high because they were closer to market prices.
Fig. 2 confirms this by showing that auction prices followed the provincial and
national chilli prices. Nevertheless, the daily prices depended on the actual traders’
bids received from distant markets in Jakarta or Sumatra. The working capital accumulated from the fee per kg of chillies was around 300–500 rupiahs, to which the
farmers did not object. Fifty percent of this revenue went towards asset accumulation; the other half was allocated as operators’ salaries. Thus, no dividend was paid
to the farmers. The operators delivered the payments to the farmers’ houses once the
group finally received payments from the traders, as well as to offer farmer services,
such as seed loans, at the beginning of the season.
In the village of the family-run auction, the farmers also used to sell their chillies to petty traders before 2012. They had to transport their chillies on their bikes
and travel over unpaved roads, which were difficult to traverse during the rainy season. The average price received by this private auction was 42,365 rupiahs per kg
of chilli per day in the season, similar to the group-run auction. As a result, both
auctions were price takers. The family’s working capital was sourced from the fee
of around 500–1000 rupiahs per kg of chillies, complemented by a bank loan. The
farmers considered this number high compared to the other auctions’ fees. Even
though there were no shares for the farmers, the family provided seedling loans and
credits for selected farmers and ensured cash payments. The family also diversified
its business into melon growing, which generated additional income. The family’s
auction did not involve the farmers in running the operation, but did transfer to them
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the skill of knowing how to assess quality. They also provided two casual workers’
salaries.
4.4 Risks
In the group-run auction, the main risks for farmers were related to fluctuating prices
and delayed payments. The auction co-ordinator confirmed that the traders frequently had to wait for payments from their buyers, which resulted in delayed payments to the members of the group supplying the chillies. The leader of the farmers’
group shared that the auction experienced political risks that resulted in the farmers
selling to petty traders. Often, some farmers were involved in personal conflicts with
the operators, usually concerning the payment process. Moreover, the large traders
preferred to buy from petty traders, rather than the auctions, because they did not
have to compete in bidding. The group always tried to make precise calculations,
because their reputation was at a stake if there was a miscalculation in payments.
Reciprocally, the group could issue a supplementary bill to any trader whose payments were deficient. The group mitigated sustainability risks by recommending
that the farmers always supply high-quality chillies to the auction. In return, the auction compensated the farmers with price certainty and service provisioning.
The family-run auction leader agreed that unpredictable prices were a major commercial risk. One of the traders explained that they only took orders from buyers in
Jakarta or Sumatra to find chillies for specific volumes at specified prices. Although
rates fluctuated, the family was committed to paying farmers in cash. In addition,
the family responded to a request expressed in the community to share the daily
auction price with the other two trading spots in the village. The leader shared that
the traders who placed bids in his auction also bought from the other two trading
spots; however, he said that it did not affect his business because he had enough
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Fig. 2  Comparison of national, provincial, and auction chilli prices in June–September 2019, Source:
PIHPS_Nasional (2019) and primary data
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sales already. Regarding produce, the leader always asked his suppliers to bear quality in mind, and he rejected chillies that he deemed to be of insufficient quality. He
shared his expertise in growing chillies and reinforced the growing season rule to
avoid pests and diseases, ensuring quality and productivity.
4.5 Comparing the Farmer‑led Auctions
The results describe how both auctions partly replaced the petty traders in the village, although the farmers still sold chillies to these traders when they needed immediate cash. When comparing the practices however, the family-run auction appears
to be altering the engagement of the smallholders with competitive markets, which
is an insight similar to Hideto Dato et al. (2020), who noted that organisations with
smaller boards perform better than those with an extensive formal governance
model. In both auctions, a small group of operators handled the day-to-day decision- making affecting complicated transactions (Aoki & Hayami, 2001). Moreover,
the group-run auction had to shoulder additional costs for compensating the collective meetings for a similar service offered by the family business (Ton, 2008). Our
comparative analysis shows that both auctions consistently acted as intermediaries
between poorly resourced farmers and traders (Abebe et al., 2016), but with different
qualities of inclusion for the smallholders.
The study reveals the auctions’ capacities to refashion the terms of inclusion in
their everyday practices (Table 4), although influencing price setting was beyond the
span of influence of both auctions, meaning the farmers remained price takers. The
family-run auction was however able to ensure direct payment, which appeared to be
a favourable condition for smallholder farmers (Latynskiy & Berger, 2016; Sahara
et al., 2013). The ownership structure of the family-run auction made it possible for
it to access a loan from the bank, which was more difficult for the member-based
auction (Bekkum & Bijman, 2006). The comparative analysis suggests that membership of the group-run auction did not imply a willingness for members to supply
to the organisation, consistent with what was discussed by Hao et al. (2018). The
group-run auction was able to sustain the provision of seed loans, but was not able
to continuously arrange cash payments; therefore, small chilli farmers continued to
sell part of their chillies to petty traders to ensure cash flow.
This points to two key conditions for making collective trading an attractive
option for smallholder farmers: the capacity to secure direct payments and to handle
the risk of delayed payments. The group-run auction’s limited capacity to provide
direct payment signifies the active exclusion of resource-poor farmers who chose to
sell to petty traders (Xu, 2019). This was particularly evident when the auction did
not manage to pay cash even though the members shared the ownership of the auction. The direct involvement of smallholder farmers in taking business risks appears
to be inappropriate for their situations. By contrast, the family-run auction was a
predictable and transparent buyer. Our study suggests that the member-based trading
organisation is constrained in their capacity to influence smallholder farmers’ terms
of inclusion. For resource-poor smallholder farmers, the family-run auction may be
the best bet under specific circumstances.
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5 Discussion and Conclusion
The comparison of two farmer-led auctions brings nuance to the prevalent emphasis on co-operative ownership structures in collective marketing endeavours. In
research on collective action by farmers in markets, there is a strong emphasis
on the internal governance of collective economic groups (Sacchetti & Tortia,
2016). Our comparative analysis of two farmer-led auctions, with either a collective ownership structure or a family-run business set-up, indicates that marketing
intervention models in rural areas anchored in an exclusive preference for member-based co-operatives overlook the practices and precise conditions for reconfiguring smallholder farmers’ terms of inclusion in markets. Our study highlights
that the auctions, as a form of inclusive business, can be an attractive option for
chilli smallholders with less capacity to take risks and who need direct payment.
Our analysis reveals that the family-run auction prioritised risk-handling practices by accessing external financial support to address delayed payments from
traders or cope with defaulting traders. The family-run auction stayed close to the
farmers’ motive to sell to petty traders by offering cash on delivery. Therefore, a
collectively owned trading organisation does not necessarily imply an inclusive
business concept when the organisation cannot acquire sufficient working capital.
This insight contrasts with intervention strategies that rely strongly on collective
ownership as a condition for providing smallholders with an opportunity to capture value (Markelova et al., 2009). The co-operative model emphasises collective ownership as the distinguishing dimension of inclusion in collective trading,
whereas our study shows that private ownership of farmer-led enterprises in trading is not necessarily a threat to terms of inclusion.
Our comparative analysis implies a trade-off between inclusion, decision-making and performance as reliable buyers effectively influencing the terms of entry
in competitive markets, as discussed by Bernard and Spielman (2009); Mwambi
et al. (2020). It reveals that there was an interplay between the internal members’
interests and external negotiation with the traders in the two auctions. Our study
shows the importance of the capacity to balance members’ or clients’ interests
and meet demands (Sacchetti & Tortia, 2016). The high inclusion of farmers in
decision-making may come at a cost. Our study alludes that even if the familyrun auction benefitted the wealthy family, a critique raised by van Westen et al.
(2019); Wangu et al. (2020), it is still relevant to acknowledge that more prosperous farmers running a trading hub can sustain direct payments for a longer time
in cases where their payment is delayed (Poulton et al., 2010). Consequently, a
focus on everyday business practices shifts attention from shared ownership and
collective action to practices that influence or refashion different terms of inclusion, which expose how inclusive business mobilises resources and capacities to
navigate real markets.
The comparative analysis complements common ways of evaluating farmerled forms of collective trading. Price setting and income have been the exclusive
focus in studies of farmers’ inclusion in market access to show the viability of a
business (Wach, 2012), for example, in the case studied by Mhembwe and Dube
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petty traders for the whole season
no one was willing to take the risk
for a limited period
of providing the collateral

Risk

Source: primary data
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Table 4  Changes in the inclusion of smallholder farmers enacted in the practices of the farmer-led auctions
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(2017). Our study highlights the terms of inclusion other than price that are relevant for smallholder farmers. Accordingly, we shift attention from price taking
to risk taking. In the analysis of inclusive business, individual farmers’ opportunity to carry business risks is proposed as an indicator of inclusiveness (Chamberlain & Anseeuw, 2018). Smallholder farmers are hampered in accessing markets because they have limited resources, are vulnerable to risk and lack market
information (Bijman et al., 2007). Given their resources, economic organisations
endowed with assets are relatively more resilient in dealing with risks (Barham
& Chitemi, 2009). This is consistent with the observation of Fafchamps and Hill
(2005) that wealthier farmers can facilitate sales. In the case of the family-run
auction, capital-poor farmers relied on endowed farmers to influence their terms
of inclusion in markets. Moreover, the wealthier farmers transferred technical and
managerial skills to farmers (Lu et al., 2010). Therefore, we propose, in line with
Kusumawati et al. (2013), to first analyse how the poorly understood intermediary practice of trading, and thus running an auction, works and is embedded in
the wider social fabric, before suggesting the by-passing or exclusion of a poorly
understood element in the agri-food chain.
We conclude that it is important to look beyond established organisational models and find ways to diagnose the inclusiveness effects of everyday business practices (Borda‐Rodriguez et al., 2016) used to navigate the real conditions of sourcing
and selling in dynamic markets (Johnson & Berdegue, 2004). We consider it unwise
to induce organisational models for market access that primarily emphasise the principle of ‘one member, one vote’. Development agencies’ support for smallholder
farmers’ market access better focus not only on collectively owned organisations and
bypass other ownership structures. Our study has exposed the practices and capacities enacted in auctions, as an expression of collective trading, to shape the terms of
inclusion and, most importantly, handle the risks of trading at the aggregate level for
smallholder farmers who have little capacity to take risks.
Acknowledgements This study was funded by Beasiswa Unggulan Dosen Indonesia-Luar Negeri (BUDILN). We would like to thank Domenico Dentoni and Katharine Legun, the two anonymous reviewers and
editors, for their insightful suggestions to improve the article.
Funding BUDI-LN (DIKTI & LPDP), 20160822018978, Dyah Woro Untari

Declarations
Consent to participate This research acquired the consent of the research participants. The researchers
informed each participant about the aim of the study and their anonymity.
Open Access This article is licensed under a Creative Commons Attribution 4.0 International License,
which permits use, sharing, adaptation, distribution and reproduction in any medium or format, as long as
you give appropriate credit to the original author(s) and the source, provide a link to the Creative Commons licence, and indicate if changes were made. The images or other third party material in this article
are included in the article’s Creative Commons licence, unless indicated otherwise in a credit line to the
material. If material is not included in the article’s Creative Commons licence and your intended use is
not permitted by statutory regulation or exceeds the permitted use, you will need to obtain permission
directly from the copyright holder. To view a copy of this licence, visit http://creativecommons.org/licen
ses/by/4.0/.

13

Are Collective Trading Organisations Necessarily Inclusive…

Page 19 of 21

19

References
Abebe, G. K., Bijman, J., & Royer, A. (2016). Are middlemen facilitators or barriers to improve smallholders’ welfare in rural economies? Empirical evidence from Ethiopia. Journal of Rural Studies,
43(Supplement C), 203–213. https://doi.org/10.1016/j.jrurstud.2015.12.004
Aoki, M., & Hayami, Y. (2001). Introduction: Communities and markets in economic development. In M.
Aoki & Y. Hayami (Eds.), Communities and markets in economic development. United Kingdom:
Oxford University Press.
Barham, J., & Chitemi, C. (2009). Collective action initiatives to improve marketing performance: Lessons from farmer groups in Tanzania. Food Policy, 34(1), 53–59.
Bekkum, O. F. V., & Bijman, J. (2006). Innovations in cooperative ownership: Converted and hybrid
listed cooperatives. Paper presented at the 7th international conference on management in agrifood
chains and networks, Ede, The Netherlands. 31, 1–15
Bernard, T., & Spielman, D. J. (2009). Reaching the rural poor through rural producer organizations? A
study of agricultural marketing cooperatives in Ethiopia. Food Policy, 34(1), 60–69.
Bijman, J., Hendrikse, G. W. J., & Veerman, C. P. (2000). A marketing co-operative as a system of attributes: A case study of VTN/The Greenery International BV. ERIM, Erasmus Research Institute of
Management
Bijman, J., Ton, G., & Meijerink, G. W. (2007). Empowering smallholder farmers in markets: National
and international policy initiatives. IFAP-ECART
Bijman, J. (2016). The changing nature of farmer collective action: Introduction to the book. In J. Bijman,
R. Muradian, & J. Schuurman (Eds.), Cooperatives, economic democratization and rural development. Cheltenham: Edward Elgar.
Bijman, J., & Bitzer, V. (2016). Quality and innovation in food chains: Lessons and insights from Africa.
Netherlands: Wageningen Academic Publishers.
Bijman, J., Hanisch, M., & van der Sangen, G. (2014). Shifting control? The changes of internal governance in agricultural cooperatives in the EU. Annals of Public and Cooperative Economics, 85(4),
641–661.
Borda-Rodriguez, A., Johnson, H., Shaw, L., & Vicari, S. (2016). What makes rural co-operatives resilient in developing countries? Journal of International Development, 28(1), 89–111.
Chaddad, F. R., & Cook, M. L. (2004). Understanding new cooperative models: An ownership–control
rights typology. Review of Agricultural Economics, 26(3), 348–360.
Chamberlain, W. O., & Anseeuw, W. (2018). Inclusiveness revisited: Assessing inclusive businesses in
South African agriculture. Development Southern Africa, 36(5), 600–615.
Chamberlin, J., & Jayne, T. S. (2013). Unpacking the meaning of ‘market access’: Evidence from rural
Kenya. World Development, 41, 245–264.
Fafchamps, M., & Hill, R. V. (2005). Selling at the farmgate or traveling to market. American Journal of
Agricultural Economics, 87(3), 717–734.
Gramzow, A., Batt, P. J., Victor, A.-S., Petrick, M., & Roothaert, R. (2018). Linking smallholder vegetable producers to markets: A comparison of a vegetable producer group and a contract-farming
arrangement in the Lushoto District of Tanzania. Journal of Rural Studies, 63, 168–179.
Gyau, A., Franzel, S., Chiatoh, M., Nimino, G., & Owusu, K. (2014). Collective action to improve market
access for smallholder producers of agroforestry products: Key lessons learned with insights from
Cameroon’s experience. Current Opinion in Environmental Sustainability, 6, 68–72.
Hao, J., Bijman, J., Gardebroek, C., Heerink, N., Heijman, W., & Huo, X. (2018). Cooperative membership and farmers’ choice of marketing channels: Evidence from apple farmers in Shaanxi and
Shandong Provinces, China. Food Policy, 74, 53–64. https://doi.org/10.1016/j.foodpol.2017.11.004
Hernández-Espallardo, M., Arcas-Lario, N., & Marcos-Matás, G. (2013). Farmers’ satisfaction and intention to continue membership in agricultural marketing co-operatives: Neoclassical versus transaction cost considerations. European Review of Agricultural Economics, 40(2), 239–260.
Hideto Dato, M., Hudon, M., & Mersland, R. (2020). Board governance: Does ownership matter? Annals
of Public and Cooperative Economics, 91(1), 5–28.
Hoffecker, E. (2021). Understanding inclusive innovation processes in agricultural systems: A middlerange conceptual model. World Development, 140, 105382.
Iliopoulos, C., & Valentinov, V. (2017). Member preference heterogeneity and system-lifeworld dichotomy in cooperatives. Journal of Organizational Change Management, 30(7), 1063–1080.

13

19

Page 20 of 21

D. W. Untari, S. Vellema

Johnson, N. L., & Berdegue, J. A. (2004). Property rights, collective action and agribusiness. 2020
Vision Focus Brief. International Food Policy Research Institute
Jones, A., & Murphy, J. T. (2010). Theorizing practice in economic geography: Foundations, challenges,
and possibilities. Progress in Human Geography, 35(3), 366–392.
Kusumawati, R., Bush, S. R., & Visser, L. E. (2013). Can patrons be bypassed? Frictions between local
and global regulatory networks over shrimp aquaculture in East Kalimantan. Society & Natural
Resources, 26(8), 898–911.
Latynskiy, E., & Berger, T. (2016). Networks of rural producer organizations in Uganda: What can be
done to make them work better? World Development, 78, 572–586.
Legun, K., & Bell, M. M. (2016). The second middle: Conducers and the agrifood economy. Journal of
Rural Studies, 48, 104–114.
Lu, H., Batt, P. J., & Fischer, C. (2010). Best practice in relationship management: Recommendations for
farmers, processors and retailers. In C. Fischer & M. Hartmann (Eds.), Agri-food chain relationships
(pp. 237–249). CABI.
Lyon, F. (2003). Community groups and livelihoods in remote rural areas of Ghana: How small-scale
farmers sustain collective action. Community Development Journal, 38(4), 323–331.
Mangnus, E., & Vellema, S. (2019). Persistence and practice of trading networks: A case study of the
cereal trade in Mali. Journal of Rural Studies, 69, 137–144.
Markelova, H., Meinzen-Dick, R., Hellin, J., & Dohrn, S. (2009). Collective action for smallholder market access. Food Policy, 34(1), 1–7.
Mhembwe, S., & Dube, E. (2017). The role of cooperatives in sustaining the livelihoods of rural communities: The case of rural cooperatives in Shurugwi District Zimbabwe. Jàmbá: Journal of Disaster
Risk Studies, 9(1), 1–9.
Minah, M., & Carletti, A. M. P. (2019). Mechanisms of inclusion: Evidence from Zambia’s farmer organisations. European Journal of Development Research, 31(5), 1318–1340. https://doi.org/10.1057/
s41287-019-00212-8
Mujawamariya, G., D’Haese, M., & Speelman, S. (2013). Exploring double side-selling in cooperatives:
Case study of four coffee cooperatives in Rwanda. Food Policy, 39, 72–83. https://doi.org/10.1016/j.
foodpol.2012.12.008
Mwambi, M., Bijman, J., & Mshenga, P. (2020). Which type of producer organization is (more) inclusive? Dynamics of farmers’ membership and participation in the decision-making process. Annals
of Public and Cooperative Economics, 91(2), 213–236.
Mwema, C. M., & Crewett, W. (2019). Institutional analysis of rules governing trade in African Leafy
Vegetables and implications for smallholder inclusion: Case of schools and restaurants in rural
Kenya. Journal of Rural Studies, 67, 142–151.
Nicolini, D. (2011). Practice as the site of knowing: Insights from the field of telemedicine. Organization
Science, 22(3), 602–620.
Orlikowski, W. J. (2002). Knowing in practice: Enacting a collective capability in distributed organizing.
Organization Science, 13(3), 249–273.
PIHPS_Nasional. (2019). The national and provincial and chilli prices in traditional markets, June-September 2019. https://hargapangan.id/
Poulton, C., Dorward, A., & Kydd, J. (2010). The future of small farms: New directions for services,
institutions, and intermediation. World Development, 38(10), 1413–1428.
Reynolds, B. J. (2000). The one member-one vote rule in cooperatives. Journal of Cooperatives, 15(11422016-92711), 47–62.
Royer, A., Bijman, J., & Abebe, G. K. (2017). Cooperatives, partnerships and the challenges of quality
upgrading: A case study from Ethiopia. Journal of Co-Operative Organization and Management,
5(1), 48–55.
Sacchetti, S., & Tortia, E. (2016). The extended governance of cooperative firms: Inter-firm coordination
and consistency of values. Annals of Public and Cooperative Economics, 87(1), 93–116.
Sahara, Umberger, W. J., & Stringer, R. (2013). Marketing preferences of small chilli farmers in Indonesia: An application of best-worst scaling. Acta Horticulturae, 309–315. Doi: https://doi.org/10.
17660/ActaHortic.2013.1006.39
Schoonhoven-Speijer, M., & Vellema, S. (2020). How institutions governing the economic middle in food
provisioning are reinforced: The case of an agri-food cluster in northern Uganda. Journal of Rural
Studies, 80, 34–44.

13

Are Collective Trading Organisations Necessarily Inclusive…

Page 21 of 21

19

Soboh, R. A. M. E., Lansink, A. O., Giesen, G., & Van Dijk, G. (2009). Performance measurement of the
agricultural marketing cooperatives: The gap between theory and practice. Review of Agricultural
Economics, 31(3), 446–469.
Stringfellow, R., Coulter, J., Lucey, T., McKone, C., & Hussain, A. (1997). Improving the access of
smallholders to agricultural services in sub-Saharan Africa. Small Enterprise Development, 8(3),
35–41.
Thorpe, J. (2018). Procedural justice in value chains through public–private partnerships. World Development, 103, 162–175.
Ton, G. (2008). Challenges for smallholder market access: A review of literature on institutional arrangements in collective marketing. Stewart Postharvest Review, 5(1), 1–6.
van Westen, A. G., Mangnus, E., Wangu, J., & Worku, S. G. (2019). Inclusive agribusiness models in the
Global South: The impact on local food security. Current Opinion in Environmental Sustainability,
41, 64–68.
Vermeulen, S., & Cotula, L. (2010). Making the most of agricultural investment: A survey of business
models that provide opportunities for smallholders. London: IIED.
Vorley, B., Lundy, M., & MacGregor, J. (2009). Business models that are inclusive of small farmers. In
C. A. da Silva, D. Baker, A. W. Shepherd, C. Jenane, & S. Miranda-da-Cruz (Eds.), In Agro-industries for development (pp. 186–222). CABI.
Wach, E. (2012). Measuring the ‘inclusivity’of inclusive business. IDS Practice Papers, 2012(9), 1–30.
Wangu, J., Mangnus, E., & van Westen, A. C. M. (2020). Limitations of inclusive agribusiness in contributing to food and nutrition security in a smallholder community. A case of mango initiative in
makueni county, Kenya. Sustainability, 12(14), 5521.
Wollni, M., & Zeller, M. (2007). Do farmers benefit from participating in specialty markets and cooperatives? The case of coffee marketing in Costa Rica. Agricultural Economics, 37(2–3), 243–248.
Xu, Y. (2019). Politics of inclusion and exclusion in the Chinese industrial tree plantation sector: The
global resource rush seen from inside China. Journal of Peasant Studies, 46(4), 767–791. https://
doi.org/10.1080/03066150.2017.1405936
Publisher’s Note Springer Nature remains neutral with regard to jurisdictional claims in published maps
and institutional affiliations.

13

