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Abstract. Agricultural marketing co-operatives are one agnarmyriad of options that farmers have to markeirt
products, making survival of the co-operative folento depend on its capability to compete for thenfers’

satisfaction and membership. This research useslimical Theory and Transaction Costs Theory tpgse a
number of antecedents of the farmers’ satisfactith the co-operative and their intention to remaiembers in the
long term. With data obtained from a sample of p26ducers of fruits and vegetables, members ofcalguiral

marketing cooperatives operating in the fresh fantd vegetable chain, the results obtained show ihahe

liquidation price is more important to predict th@mers’ satisfaction with the co-operatives thlagirt intention to
remain members; 2) transaction costs are impottamixplain satisfaction and to a larger degreeithention to

continue the relationship with the co-operativey] 8) that liquidation price is more effective upgatisfaction and
continuity if transaction costs are lower.

Keywords: Agricultural co-operatives, Transaction Costs TiedNeoclassical Theory of the firm, satisfaction,
continuity, liquidation price, safeguards, adaptatiperformance evaluation.

1. Introduction

Producers of agricultural products in general aodd and vegetable in particular are generallgdac
with the critical question of selling their prodiact. In the fresh fruit and vegetable chain, selvera
alternatives, or governance modes, compete to affeiitable alternative to farmers (see Figurd hgse
options, which actually compete against the co-aipe, range from pure integration, representethby
option of direct distribution, to formulas suchastion centers where very close to pure market
transactions happEfi- Each alternative represents a different combinaticthree basic interdependent
economic components of a transaction relationstamely (1) the allocation of value (or the disttibo
of gains from trade), (2) the allocation of uncientia (and any associated financial risk), and (@& t
allocation of property rights to decisions bearimgthe relationshfff’. In particular, agricultural
marketing co-operatives represent a moderate thintegration since farmers are in fact ownerghete
organizations, created to bargain for better pritehandle, to process and to sell their members’
agricultural productions. Members are not only omsnbut also users and controllers of a business th
distributes benefits equitably on the basis ofarsgatronad®.

" This research is funded by project 05708/PHCS/Mthe Program of Generation of Scientific Knowledgke
Excellence of the Seneca’s Foundation, Agency ééri®e and Technology of the Regidn de Murcia (Spam)
Collaboration with the Spanish Confederation of Agitieral Cooperatives (CCAE) and the Murcian Federatid
Agricultural Cooperatives (FECOAM).
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Figure 1.First level selling governance alternatives in th&esh fruits and vegetable supply chain

Marketing co-operatives however constitute a spégie of vertical integration for farmers, first,
because the integration of the member firms, whtthmaintain their independence, is only partiaith

a market element (the transaction relationship)ahirarchal element (the control relationship,an
second, because the co-operative is owned by afieefirms togeth&?. This confers to the
relationship established between the farmer’s &imd the co-operative a critical role in the stufiga
operatives leading us to conclude that, whetheketigrg co-operatives can remain significant players
the agrofood system and particularly in the fresit find vegetables supply chain is a question of
whether farmers’ interests are better served byngimg members of a co-operative than by using any
other feasible alternati{d”.

Therefore, the members’ satisfaction with the cerafive and their intention to remain in the co-
operative in the long run become two variablesritical importance to determine the possibilitié<tee
co-operative organizational form. This researcH@®s the antecedents of these two variables. ©he p
of departure of this research is the neoclassgslraption that marketing co-operatives serve their
members’ interests by marketing their productsetitedy prices than those that could be obtainedby t
farmer by remaining independ&nt In terms of the Neoclassical View of the Firntnfiers would be
motivated by the maximization of benefits princj@e that they would pay attention to returns o th
input they supply to the co-operative, i.e., tolthaidation price received for the product supglte the
co-operativB’. However, other points of view have been recempiglied to provide a finer focus by
which to analyze relationships in co-operativesstiyaunder the heading of the New Institutional
Economics, with Transaction Costs Economics (TGE)ree of the most relev&ht’ 4B TCE pays
attention to the transaction costs, i.e., the coflstsganizing transactions and man in? relatigossh
Although the analysis of agricultural co-operatitgsmeans of using TCE is not rﬁ?‘%” the number of
empirical studies are scarce and, to the bestokmawledge, application of TCT to the explanatain
the members’ stance toward co-operatives by mefansirng an empirical study over a significant saenpl
of farmers is missing in the literature.

The main purpose of this research is to empiricatigess the theoretical assertion about the incataime
role of transaction costs over the explanation tiatiquidation price provides of the members’
satisfaction with agricultural marketing co-opervat and their desire to maintain the relationshighe
long run. Moreover, by delimitating the three maioblems that generate transaction costs, namgly (1
the problem of safeguarding, (2) the problem ofgrerance evaluation, and (3) the problem of
adaptation, the second goal of this researchfigtioe out the differential importance of each ame

. Although in this study the authors claim that, according to tbe-operatives’ producer orientation, these are
variables of critical importance for the co-operas survival, we are aware that from a customeentaiion
viewpoint some authors will condition the long-tesarvival of co-operatives to their abilities toaptlto new market
dynamics and demarlds Both perspectives are complementary, since a eoatipe will not be able to remain in the
long run if it fails in any of the two orientatio®wards the producer and towards the market).



influencing satisfaction and the desire to maintaarelationship from the viewpoint of the member.
Finally, by means of an analysis of the interactietween the liquidation price and the transaatimsts
we will test to what extent the influence of thaulidation price on the dependent variables chaftiges
different levels of transaction costs.

The rest of the paper is organized as follows:tFe dependent variables and the theoreticalidson
about their antecedents are presented. Then, wesdishe methodology of data collection, the scales
used for measuring the concepts as well as theauetbf data analysis and the results obtained. We
finalize the paper with a brief section on conabasi and implications.

2. Research hypotheses

Adopting the general definition of satisfaction business relationships (e.g., [3]), the member’s
satisfaction with the co-operative can be defingd gositive affective state resulting from theraggal

of all aspects of the farmer’s working relationshigh the co-operatiV&’. Satisfaction is therefore an
affective state that, nonetheless, is directly edusy a summary assessment of outcéfnahe appraisal

of outcomes obtained from the co-operative hasehalt of satisfied (or unsatisfied) members ay tre
compared to a base of evaluatfbrAccording to the postulates of the theory ofipggsonal relatiot¥),

one member of a co-operative would feel satisfiémbivhe perceives that outcomes equal or surpass: 1)
the quality of outcomes the member of a marketingpperative has come to expect from the co-
operative, based upon present and past experieiticghs co-operative and other similar relationship
and knowledge of other farmers’ similar relatiopshand 2) the member’s average quality of outcomes
that are available from the best alternative exgharlationship. The concept of satisfaction wiih to-
operative is consistent with measurements of walatiip’s performance found in the literature (e.g.,
[31]). The underlying logic is that satisfactiondgfocal consequence of a working partnef&hips the
one established between a farmer and his marketirgperative. It is not only a close proxy for cepts
such as perceived effectiveness, but it is alsdigtige of future actions by the co-operative’s nixems.
Previous research has indicated that satisfactitimavbusiness relationship is instrumental in éasing
morale, cooperation between the parties, trust @mmitment, and in reducing litigations and the
propensity to terminate the relationstig*®!.

About the intention on the issue of whether to twm in the co-operative or search for other alitves,

the member becomes increasingly aware of the inb@meblems as well as the benefits that may bie los
if operations ceased, members will have to condidieir long-term strategic options (tradeoffs betwe
the benefits and costs) and decide whether to @xitinue, or convert into another business fofnThe
farmer’s intention to remain as member of the cerafive, the opposite of its exit intention, isréfere

the direct result of its overall satisfaction tha, its side, is also influenced by the attractessnof the
best alternative relationsiifl. Therefore, the first hypothesis states:

H1. The member’s satisfaction with the co-operatie positively influences his/her intention
to continue in the co-operative.

From a Neoclassical point of view, agricultural keting co-operativéd and other types of growers’
associations are created to counterbalance thepsimistic (if not monopsonistic) power of processo
and distributors of farm products, which is a capmce of the fact that their efficient size (doe t
economies of scale) is larger than the efficieng sif the farming activity. In this sense, farmgeserally
have felt that they sell their outputs in marketwo control over the price and, therefore, thegourse
to marketing co-operatives may be perceived asanrt® achieve some measure of redfBs®nce the
co-operative has been formed with the goal of ecingnthe producers’ prices by bargairfifigthe co-
operative performance will be a function of thefatiénce between the price returned to memberstaatd t
received by non-members still suffering the oligmistic exploitations of processors and distribsitdr
According to this, the cooperative’s optimizatiopjective consists on maximizing benefits to members
by maximizing the per unit value or average prige distributing all earnings back to members in
proportion to their patronage volume or&8e

The importance of liquidation price is thereforéical not only as a reason to form but also tomntan
co-operatives when competitors adjust their priged members of co-operatives seeing that they are
achieving no difference in the current prices afteby competitors and those of their own associatio
particularly where a differential was observabletle past, may become disenchanted with the co-
operative and withdraw their supp@'t In line with this reasoning, we propose:



H2. The member’s perception about the liquidation pice increases his/her:
a. satisfaction with the co-operative
b. intention to continue in the co-operative

Neoclassical economic theory assumes perfect kgelevithout uncertainty or dishonesty and with no
costs associated to specific investments (Thodeldba value in other applications or alternatiges).
However, real world shows that actors make mistakamcertain environments, break their promises,
hide information and also that investments madefoertain purpose are not transformed into oteesu
without cost8*. Compared to neoclassical theories and the teaditiprice analysis, Transaction Cost
Economics (TCE) argues that the savings in thesco$t transactions (search costs, negotiation,
enforcement, adaptation and in the event, ruptéitheo relationship) is the determining criteria the
selection of one or another form of organizatiomaicontinuum which includes any formula from the
extremes which constitute the market to verticednatiot®”.. It is in a dynamic analysis of creation and
evolution of cooperatives that prices start toedihtiate little among cooperatives and their cditgre

at the origi?’; for this reason transaction costs with the coatdez start to become progressively more
important for their members. These transactionscegtich are rarely considered in the heat of the
monopolistic/monopsonistic exchange are now becgninportant!. Therefore the third hypothesis
proposes an incremental effect of transaction costsatisfaction and the intention to remain in the
cooperative, once price has been considered:

H3. The member’'s perception about the transactiortosts of the co-operative significantly
increases the explanation provided by the liquidatin price over his/her:
a. satisfaction with the co-operative
b. intention to continue in the co-operative

Even if the first and more common applications loé fTCT centre around the decisions of vertical
integratiod™” one stream of investigation is focusing on thelgif said costs in the field of relationships
between firm&®, and the relationship between farmer and cooperatin be regarded as such. In this
type of relationship the transaction costs are @sequence of the joint effect of the two supposgio
which the TCT makes in respect to human behaviourfded rationality and opportunism) and the two
key dimensions (specific assets and uncertaintggether they give room for the three principal
problems [%/vmhich generate transaction costs: Thelgmobf safeguards, of performance evaluation and of
adaptatiori™.

The problem of safeguards in the relationship oimimer and co-operative arises always when the
member dedicates specific assets which would hewglittle value outside of this relationship thiere
increasing the risk that the co-operative takesathge of the resulting vulnerability of the memidgis
way we can observe that opportunism and the invastnn specific assets are precursors of this
problen®®. Vertical integration is a means to avoid the peobof safeguard®!. Various studies for
example, centered on the decision to integrateymtiah of components within the company (make or
buy), show that those which require high levelsneestment in specific assets are generally pradluce
internally instead of being bought extern&fy/??.Nevertheless, within the field of inter-organipatl
relations or hybrid forms of organizing transactipheyond the classical “make” vs. “buy”, investitisen
in specific assets are safeguarded in as muchoae thho make them (the members) have, in the first
place, guarantees about the receipt of an adetpateof return on their investméfit as well as in the
second place access to governance mechanisms fingvepportunism by the other party, i.e. the co-
operativé? ®°!. As a consequence hypothesis 4 was established:

H4. The member’s perception about better safeguard®r himself increases his/her:
a. satisfaction with the co-operative
b. intention to continue in the co-operative

The problem of performance evaluation arises whemtember has difficulties to judge the compliance
of obligations and performance of the co-oper&tiveAs precursor to this problem we find bounded
rationality and behavioral uncertainty. Again ifeth is a problem in the evaluation of performance
vertical integration appears as an alternativeh® markét! 8. In hybrid relationships, somewhere
between complete integration and market, like thabech exist between co-op member and the co-
operative itself, the problems of the first to jedgpmpliance of the co-operative translates intluecang

his satisfaction and his desire to continue as almee in the co-operative. This gives rise to:



H5: The member's perception about better informatiom to evaluate the co-operative’s
performance increases his/her:
a. satisfaction with the co-operative.
b. intention to continue in the co-operative.

The problem of adaptation exists whenever thered#fieulties to modify the agreement between a
member and the co-operative due to changes inmstances of the external environment. This problem
is a consequence of the presence of bounded rhtyorzand uncertainty in the environmé&.
Adaptation is important because it guaranteestti@telationship evolves over time in accordandé wi
environmental changes and as much as is needddthmtpoint is reached whereas recommending
vertical integration will be the preferred optionedto a highly volatile environméiff. Nevertheless, it is
necessary to say that this proposition has onlydgie partial support. In the context of inter-
organizational relations of the hybrid type, ifrigeresting that the results obtained by Klein &udh*"!
found that firms which confront an environment ofnar uncertainty were more satisfied with their
relationships within the distribution channel. e tcontext of our investigation we postulate that:

H6: The member’'s perception about a better adaptatn of the relationship maintained with
the co-operative increases his/her:
a. satisfaction with the co-operative.
b. intention to continue in the co-operative.

Finally, with an exploratory character, we propaseidea in regards to the possible interactionrizfep
with each one of the variables considered in detéeng the dimension of transaction costs in the
relationship member - co-operative (safeguardgrimétion in order to evaluate performance and the
perception of adaptation). The observation of $igat effects allows us to test if the margindkeef of
price on each dependent variable (satisfactioniatghtion to remain in the co-operative) increase a
safeguards, information needed for performanceuatiain and adaptation, impro\&s

In this case, in relationships with low transactomsts a little increase in the price obtainedhzyfarmer
provokes an important increase in satisfaction éesire to continue, while in relationships with hig
transaction costs the same increase in satisfaatidrdesire to continue requires a higher increatiee
price received by the farmer. The underlying logfcthis reasoning leads us to propose the following
postulate:

P1: The effect of liquidation price on the member’sa) satisfaction with the co-operative
and b) intention to continue in the co-operative inreases if:
i. safeguards are perceived as better
ii. information to evaluate the co-operative’s perbrmance is perceived as better
iii. adaptation of the relationship is perceived adbetter

3. Methodology and results

3.1. Data collection

This study’s population consists of members of agdtural marketing co-operatives in the Spanish
Region of Murcia. There are about 4,000 agricultaomperatives in Spain which in 2006 had a turmove
of 17,000 million Euros, more than 1 million memband more than 100,000 employees. Of these, 2091
are affiliated with the Confederation of AgriculiiCooperatives of Spain, to which the region ofréitu
contributes 86 agricultural cooperatives, 3% ofttital.

To identify the cooperatives in the Region of Marand the sample elements (the members) we counted
on the collaboration of the Confederation of Aglietal Co-operatives of Murcia (FECOAM). Due to
the characteristics of the population (occupatiod advanced age) and the difficulties in obtaining
information (attitudes and perception) we used gu&ak interviews. To set up the questionnaire we
performed a series of pre-interviews with key infants (members, members of the board of directors
and cooperative managers as well as FECOAM per§onmiiich allowed us to have a better
understanding of the problem in regards to theticglahips subject to analysis. Afterwards we design
different versions of the previous questionnairéciwhwere subjected to some preliminary pre-tests. A
this served as a base for the elaboration of tied fjluestionnaire.



Due to the difficulties in contacting the membefstioe sample because of their wide geographic
dispersion we took advantage of the Xl meetingtef “Day of the Agricultural Cooperativist” which
was organized by FECOAM and took place in the fraork of the XXV Fair of Mediterranean
Agriculture in order to collect the information. Wandomly obtained 277 valid questionnaires. In a
second run the collection of data was extended @mlers of cooperatives which had not been
sufficiently represented in the initial sample witlie idea of obtaining an adequate representafiat o
the Region’s co-operatives. This resulted in 85tamthl data for a total of 362 cases. Table 1 @nesa
description of the sample.

Table 1 Characteristics of agricultural co-operative mensbwhich form part of the sample

Average
% of male members 92,5
% of female members 7,5
Age 58
Years of membership in the co-operative 17
Primary school not completed 33,6
Primary school 45,6
% of members who have the following | Secondary school graduates 9,1
education: Professional training 6,6
University studies 4,8
Others 0,3
% of total income coming from the agricultural aiti 60
% of income from agricultural activity through tbe-operative 89
% of members who were part of the board of dinscéh some occasion 25
Number of years they had been members of the board 9
% of members who are presently part of the boadirettors 14

3.2. Measures

For the measurements of the concepts we havettriese multiple indicators which were inspired bg t
literature. Nevertheless, as none of the measursmead been previously used in the field of co-
operatives, even less so in those of an agricllhatare, a major part of the work consisted ofpaaon
during pre-testing. Table 2 (left column) shows th@cepts and items used in their measurement las we
as the theoretical source they come from.

In regards to safeguards the degree of securitiyeofarmers to obtain the yields of their investteemas
taken into account, which is a consequence of #rinty based on volume of transactions and the
duration of the relationsHi3. Moreover, contractual and legal mechanisms ad altrust were
considered as two mechanisms to avoid opportUtfisi. Nevertheless, during the process of
depuration of the scale it was observed that #a itorresponding to legal guarantees representad a
correlation between item-total, as well as a lovedaination coefficient in the confirmatory factor
analysis (CFA). For this reason the mentioned edicwas eliminated with the understanding that the
essence of the safeguard concept was unalteredn&htioned behavior of this item can be motivated b
the particular relationship between member and etjve, a relationship which is far from the nokrma
standards found in inter-organizational relatiopstas described in the American literature. Incdme of
the reality which is object of this study, we figinsider the fact that we are dealing with refahops
with a greater level of integration with a contraétadhesion and where the member, generally oflsma
size, would have great financial difficulties totain justice through a court of law. In any evehg
literature stresses the higher importance of somiichanisms compared to contractual ones as
safeguarding mechanish{s



Table 2. Scales and Confirmatory Factor Analysis

Standard

Constructs and list of items anchored from 0= totatlisagreement to 10= total agreement coefficient
(t-value )
SAFEGUARDS™. Scale composite validity (SCR)= .72
1. The co-operative offers you certainty aboutabguisition of all your production 62 (12,24)
2. The co-operative offers you security about #ibrg of your production in the long term 52 (9,78)
3. You have legal guarantees to act against thepesative in case it is necessary* -
4. The co-operative offers you a great deal ofttrus ,88 (18,22)

PERFORMANCE EVALUATION #1. SCR= .65

1. It is very easy to assess whether the co-operatimply with its obligations with the members ,70 (15,16)
2. Obtaining information about the co-operative agement has a great deal of difficulty for you -,40 (-7,16)
3. Itis easy to supervise the activity of the Boafrirectors ,65 (12,46)

ADAPTATION ?. sCcR=.760
1. Thanks to the co-operative, your business ismatter adapted to the market’s requirements.,72 (14,34)

2. The co-operative is committed to understandgptiréicularities of your cultivation 67 (13,18)
3. The co-operative work with you to solve the peofis and unforeseen contingencies faced in your
business. 66 (12,78)
SATISFACTION 24y scr= .768
1. The co-operative is a good firm to do busineils w 47 (8,84)
2. Overall, you are satisfied with the results ofiymembership in the co-op ,87 (19,03)
3. You are very pleased with the way the co-opegatiorks as a firm ,79 (16,60)
INTENTION TO REMAIN AS A MEMBER  (Pind®?, Selne§?) SCR=.771
1. You will not abandon the co-operative even thoather alternatives were available ,50 (9,55)
2. Your relationship with the co-operative is adelerm alliance 81 (17,01)
3. You want to continue as a member of the co-djvera ,90 (19,37)

Fit statisticsengg): 197,79; GFI=,93; RMSEA= ,067; SRMR=,052; CFI= 98| (NNFI)=,98.
Scale composite reliability(= (1) var €) / [(En)? var €) + 20;]; Bagozzi and Yi, 1988)
* [tem eliminated as a result of the scales” refieat process

The evaluation of performarfé® is measured by items which are applied to the exdnof the
relationship of a farmer with his/her agricultunadrketing co-operative. There is emphasis on tke e
checking compliance of obligations of the co-opgeatthe difficulty to obtain information about the
management (reversed), which is a mean of obtaimfagmation about the performance of the general
manager and the rest of the management team, anglae of being able to control the activity of the
board of directors.

In regards to adaptation, it is measured consigetie problem of adaptation as a result of thaadilfy

of the relationship to rapidly and effectively at&p the changes of the environni&htIn our context,
the different pre-tests suggest that the capadigdaptation within the relationship can be measae
the contribution that the co-operative makes to fdmener’'s adaptation to the environment, the co-
operative’s interest in getting to know the pataeproblems of the member and the collaboratiottn wi
the member to solve problems and unforeseen issues.

Finally, the two dependent variables, i.e., the tmenrs satisfaction with the co-operative and his/he

intention to continue in the co-operative, are meas with statements very slightly adapted from the
literaturé!*l (311261 32].

Unidimensionality of each construct was evaluateugh the use of a confirmatory factor analysis
(CFA)? of 5 constructs and 15 items with LISREL 8.80.d¥ithe model was considered adequate as the
RMSEA indicators (lower than .08) and the SRMR $@)0show very low levels while the GFI, CFI and
the NNFI are sufficiently above 0,9 and the latteo are very close toL Therefore the scales shows
reliability with scale composite reliability indiseabove 0.6, convergent validity with highly sigeaint
factor loadings (the smallest shows a significaradee of p <.000) and discriminant validity, chedkey
assuring that the correlations between construatsminclude 1 in their confidence interval at &t



3.3. Models’ estimation and results

To empirically contrast the relationships suggestetypotheses 1 to 6 as well as in propositionel w
used regression analysis through ordinary leastarsgu Specifically, for each dependent variable
(member’s satisfaction with the co-operative artdrition to continue) a hierarchical regression sial
was used through the addition of successive indig@nvariables and subsequent test of the signidia
of the change in the coefficient of determination(see Table 3). In the first model we considered tw
control variables as independent variables. Thesgfiest, the number of years the member is indie
operative and, second, his/her perception in regodhe difficulty to break the relationship witie
cooperative due to economic losses that would beriad. Both variables have wide consideratioran t
literature of inter-organizational relationshipsg(e[19]). The successive models were analyzed thigh
conclusion that model IV in the case of satisfacémd model V in the case of intention to continsea
member are the best in terms of capacity of expilamaaking into account their parsimony. This ¢an
observed by the fact that they significantly inseeghe R of the previous models. A major part of the
discussion of the results is therefore based csethedels.

Table 3. Results of the hierarchical regression analysis

Dependent Variable— ___Satisfaction Intention to continue in the co-opertve
Independent Variable| M.l MO ML S ML IV M. MU M MUV M.V
\Years in the cooperative ,07¢™° 1094 077 . ,067° | ,060"° : 019 : 026 @ ,028° : ,032°
Exit costs 1,018 -,001 ,03¢™ | 021" | ,10T ,108 ,109 ,147 ,15F
Satisfactior [ - I - 533 | 49F | 369 | 364
Price | [44C 277 1 265 ] 1,095 | -008° | -030°
Safeguard: 13¢ 194 137 173
Performance evaluation 127 111 187 ,150°
IAdaptation 17€ 214 106 ,138
Price X Safeguards 214 -,009'¢
Price X Performance evaluation ,087 -,081°
Price X Adaptation -,033'¢ ,133
Adjusted R? |,00€ ,192 ,28¢ ,331 ,009 ,290 ,295 ,375 ,385
Significance of change in R |,37° ,00C ,00C ,000 ,092 ,000 ,071 ,000 ,045

4p<,01;? p<,05;¢ p<,10; n.s.= not significant

In regards to hypothesis 1 it has been observetl ghtsfaction contributes significantly to the
explanation of the desire to remain a member, ogmitly increasing Rin the transition from M. to
M.II for the dependent variable “intention to conte” and obtaining a positive coefficient at p<ifthe
final model (M.V). These results confirm hypothekis

About hypothesis 2a, the effect of price on satisfa, the introduction of liquidation price in M.I
significantly increases the explaining power of toatrol variables (M.I). In model M. IV the effeof
liquidation price on satisfaction remains positiaed significant at p<.01 therefore confirming H2a.
About the effect of liquidation price on the intiem to continue (H2b), once the satisfaction hasnbe
considered, the direct effect of liquidation priseonsiderably reduced. On one side the increbBB2 in

the step from M.II to M.III is only significant &0%, on the other side the impact on continuingois
significant in model V. The data appears to suppbet idea of Cod® about the loss of relative
importance of price in planning to continue as amiper once transaction costs have been considered
(M.IV and M.V) after the first impact over the peichas been absorbed by the members during the
creation of the cooperative (or when joining thmeg nevertheless its indirect effect through $atison
continues.

Hypothesis 3 about the incremental contributiont tihansaction costs have over the explanation of
satisfaction and the intention to remain a memiaseld exclusively on the liquidation price receivEde
changes observed irf ®om model Il to Il in the case of satisfactiondafrom model Ill to model IV in
regards to the intention to continue membershipficanthat the transaction costs contributes
significantly, as postulated in hypothesis 3.



The three variables of transaction costs considered safeguards, evaluation of performance and
adaptation, contribute positively and significantty satisfaction (M.IV) and the intention to remain
member (M.V) thus confirming the expectations pnése by hypotheses 4, 5 and 6.

Proposition | for its part pointed as an explicatim the possible interaction of liquidation priaed
transaction costs. The high significance obtaimetthé change in R2 when passing from M. Il to Mitv
the case of satisfaction, jointly with the obseitof the two significant interactions, seemsrtdi¢ate
that such interaction takes place. The effect gdiitlation price on satisfaction increases signifiga
when safeguards are greater as well as when tlazitapf members to evaluate the performance of the
co-operative is greater.

To say it in another way, those co-operatives ltlaae low transaction costs for their members irsda

a large measure the satisfaction of the membessvby a small improvement in liquidation price while
those which have higher transaction costs need ehrhigher increase in prices to obtain the same
improvement in satisfaction.

In regards to intention to remain a member theraaton is less pronounced. This time adaptatiothef
co-operative is the variable which interacts pwslii with the liquidation price in determining the
intention to remain a member. The result makes esaass in regards to the intention to continue
membership it seems more logical that the most rtapb factor is the flexibility of the relationshgnd

its capacity to adapt to the environment in as masthe farmer would be more willing to give uptaer
advantages on the liquidation price if the capaaftgdaptation is greater.

4. Conclusions

In a recent work, Bijman and HendriKgustify the creation of agricultural co-operativéise to three
main reasons which affect the farmer: His markatigro(a neoclassical argument), the availability of
incomplete and asymmetrical information and theessity to invest in specific assets (these twoofact
are related to transaction costs). In this resedtwd Neoclassical Theory and the Transaction Cost
Theory have been used in the context of the reigkip of agricultural marketing co-operatives vilikir
members to explain the members’ satisfaction atehtion to continue in the relationship. The result
confirm the idea that the liquidation price playsimportant role in explaining the members’ satifitan
with the co-operative (therefore supporting thadial of the neoclassical theory). However, trarisac
costs play a more relevant role in explaining nioly csatisfaction, but also the desire to continlie t
relationship. This is in line with the findings W§ook® who found that the longer the co-operative
persists in the market the lower the price diffeeebetween the co-operative and other competiioce s
co-operatives provoke a readjustment in market popiice then becomes a relatively less important
factor while transaction costs increase in imparan

The management of the co-operative should theréfpri® reduce the farmers” transaction costs wffer
him safeguards, information which permits the merslte have knowledge about the performance of the
co-operative and at the same time adapting théiaeship to changes in the environment. Specifjcall
members’ satisfaction is much influenced by thesenee of safeguards, which not only influence it
positively, but also have a high interaction witle fiquidation price. This means that when comgarin
the co-operative with other alternatives the salBdse does not have to be the determining factor if
safeguards are perceived to be higher. Somethinigasihappens with the farmer’s access to inforomati
which allows him/her to evaluate the performancéhefco-operative. In regards to the desire to nema
member, this variable is of very high importancéht® management of the co-operative, as it is iabiar
which explains the possibilities of long term esiste of the co-operative as a market- operatathifn
sense we observed that the liquidation price is quote so important, as safeguards, performance
evaluation and adaptation. Safeguards are so iamoltecause they give the member security about
opportunistic behavior of the co-operative and Hislity to evaluate performance also positively
influences the desire to continue as a memberoAg term membership is at stake this element ggf
importance as a mechanism to control the decisainthe co-operative. The same is the case with
adaptation, i.e., the higher it is the more it matigs the farmer to stay in the co-operative agpposedly
gives him a guarantee against the changes whichaggmen in the environment on the long run.
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