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Abstract

This paper aims to examine the relationship between the bargaining power of farmers in trade and their
plans for future economic activity. While there is existing evidence shedding light on the factors influenc-
ing trading power and its consequences, there remains a compelling exigency for scientific substantiation
clarifying the aforementioned nexus. A questionnaire was designed and utilized to collect primary data from
farmers in Albania (with a sample size of 640). Factor analysis, reliability test and non-parametric statistical
methods were used. Evidence was found in support of the aforesaid relationships. Hence, farmers who have
plans for investments reflect a higher bargaining power in trading, as opposed to those without such plans.
Moreover, interest in increasing farm activity is significantly associated with improved bargaining power in
trade. This study enriches the literature, especially in the agribusiness field, by offering additional insights
from a transition and developing country.
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efforts to answer this question have become a central
issue in the field’s literature. A great number of them
converge into one point - factors that lead to “conflict”
between buyers and sellers are numerous and can be
classified, including - albeit not limited to - psycho-
logical, social, economic, political, geographic, and
demographic. Powers and Reagan (2007) mention in
their research paper main factors like reputation, per-
formance satisfaction, trust, social bonds, power/in-
terdependence, cooperation, shared technology, co-
operation, and commitment. The extent of agreement
between farmers and buyers, put otherwise as the
facility on which an agreement is attained, is strongly
defined by the above-mentioned factors. However,
sources of conflict require delicate balancing acts to
prevent a trading relationship from losing its impe-
tus and failing to fully develop its trading potential
(Dwyer et al. 1987; Lam and Chin 2005; Harwood 2013;
Cera, Meco, et al. 2019).

In principle, the most basic mechanism in an econ-
omy is the economic relationship. In order for an eco-
nomic relationship to be completed, two actors are
required: the buyer and the seller. They should be will-
ing to exchange money or other in-kind contributions
with goods or services. As soon as this happens, as a
consequence, a trade relationship is established be-
tween these two parties in which financial actions will
be taken based on how supply and demand are met.
In fact, the relationship between buyers and sellers is
among the most commonly discussed topics between
scholars, academicians, researchers, economists, and
even policymakers. A multitude of articles examining
this correlation can be found in the literature.

One of the core problems discussed in this paper
pertains to the decision-making power of farmers in
a transaction, and how the latter influences farmers’
decision to invest in the long run. In the past decade,
multiple concerns have been expressed about this in-
stance. At the axis of the relationship between these
two trading parties, also stands the power to decide,
the balance of which could shift between the farmer
and the buyer. Farmers are believed to be more dis-
advantaged in the power distribution compared to
buyers. For instance, modern literature attributes this
disadvantage to farmers’ bargaining power, coun-
tervailing power, and the role of contracts in the ag-
riculture sector. On the other hand, Sexton and Xia
(2018) in their recent study relate this disadvantage to
farmers’ lack of access to selling opportunities, liquid-
ity constraints, and the absence of adequate storage
facilities. In addition, they highlight the lack of a legal
framework to enforce fair competition. In Albania, a
comparable scenario unfolds, with farmers encoun-
tering significant disadvantages compared to their

174

potential buyers. As corroborated by literature, the
lack of a well-organized market, poor infrastructure,
low sale prices due to overproduction, lack of suit-
able space for storage or conservation of production,
climate problems, etc., are all predicaments that exert
considerable pressure upon farmers to expedite the
sale of their produce. Considering the factors above,
in many cases, farmers try to sell their products im-
mediately and at devalued prices, driven by lingering
incomes. Moreover, there are many other occasions in
which farmers dispose of their products without be-
ing able to sell them even at depreciated values.

This research was conducted in Albania, an IMF-
designated developing country with an economy
that is mostly driven by agriculture and food process-
ing. About half of the labour force is employed in this
sector, which amounts to about 20% of the Gross
Domestic Product (World Bank 2019). Even though
the agriculture sector in Albania has an essential role
in the wellbeing of the economy, it has been facing
some serious challenges over the last three decades.
Woes such as poor infrastructure, lack of subventions
or other financial incentives, lack of efficient agricul-
ture-supporting policies, and old technology, have all
contributed negatively to this sector’s growth (Kittova
and Steinhauser 2018; Dvorsky et al. 2019; Cera,
Breckova, et al. 2019; Cera et al. 2021). However, in re-
cent years, the interest in studying this topic has risen
sharply. Owing to the strong correlation between the
Albanian economy and the rural sector, it is worth go-
ing further in the study.

In the relationship between farmers and buyers,
experts often bring to attention a phenomenon called
“moral hazard" It is strongly related to the so-called
“asymmetric information” between these two par-
ties. This is also a contributing factor in market power
between farmers and buyers. Moral hazard refers to
farmers’ egoistic behaviour after reaching an agree-
ment with purchasers (Olounlade et al. 2019). It oc-
curs when insured farmers are less concerned about
the possibility of a loss as a result of their insurance
coverage, thus tending less to their crops (He et al.
2019). Farming moral dangers are characterised as
violations of “production orders” or “hidden action”
in the course of agricultural activities (Zhang and Li
2016). Moral hazard’s reputational impact can poten-
tially harm long-term partnerships between farmers
and purchasers (Zhang and Li 2016). Moral hazard is
a major worry in the context of crop insurance, since
it can lead to farmers taking more risks in the pres-
ence of crop insurance than they would otherwise
be prepared to accept. The role of trust, risk, and time
preferences for farmers’ contract choices is also stud-
ied in the context of moral hazard (Fischer and Wollni
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2018). Asymmetric information has two consequenc-
es: moral hazard, which arises after contracting when
the agent’s activity cannot be witnessed, and adverse
selection, which occurs before contracting (Minarelli
et al. 2016). Asymmetric information concerns, such as
moral hazard and adverse selection, have long been a
source of worry for crop insurance, as they might lead
to farmers taking more risks in the presence of crop
insurance than they would otherwise (He et al. 2019).
Because of the existence of information asymmetry
between buyers and rice farmers, the moral hazard
problem is the primary impediment to the growth of
the contract farming market (Olounlade et al. 2019).

Our study is significant because it has the potential
to empower farmers pertaining to their trading ties,
henceforth encouraging sustainable farming prac-
tices. We give insights into policy tools tailored to im-
prove the agricultural sector by finding the beneficial
association between power in trade and investment
plans, particularly in emerging markets and transition
economies where institutional flaws remain rampant.
Our research emphasizes the necessity of considering
farmers’ trading power as a major aspect in defining
their strategies for future activities. Empowering farm-
ers in their trade connections may result in higher
investments and activity expansion, eventually bene-
fitting the agriculture industry, farmers, and the econ-
omy as a whole.

The rest of this paper is structured as follows: in
section two a literature review on the relationship be-
tween farmers and their buyers is provided, mainly fo-
cused on bargaining power in trade, plans for future
investments and interest on expanding economic ac-
tivity; section three describes the aim, methodology,
and the data; section four consists of an analysis of
the study’s results; whereas, section five and section
six provide the paper’s discussions and concluding re-
marks, respectively.

2. Literature Review

As already mentioned above, this paper is con-
cerned with the relationship between farmers and
buyers. Such a relationship, particularly based on the
long-term perspective, has attracted a lot of inter-
est. In the majority of consulted research pieces, this
fact is strongly highlighted; being argued that the
relationship represents a great source for developing
competitive advantage for both parties (Dwyer et al.
1987; Janda et al. 2002; Lambe et al. 2002; Wong et al.
2005; Tari et al. 2020; Dvorsky et al. 2021; Zarnadze et
al. 2022). Within the scholarly discourse, a consensus
appears to hold sway among researchers on the fact
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that farmers are facing a very dynamic environment
nowadays, which encompasses changes in technol-
ogy, climate, market prices, as well as institutional and
political changes, leading to the need for farmers to
adapt as soon as possible (Ihli et al. 2014; Skreli et al.
2015; Evteeva et al. 2019; Maloku, Cera, Metzker, et al.
2021; Maloku, Cera, Poleshi, et al. 2021). In a similar
fashion, the relationship between farmers and buy-
ers has undergone rapid changes. Farmers all over the
world are under the pressure of economic decision-
making, including the renewal of older technologies,
possible expansion of production activities, adopting
newer and more efficient production techniques, etc.
All of the above-mentioned situations can be consid-
ered as investments from the farmers’ perspective,
hence yielding increased influence on their incomes
and consumption trends, in accordance with the long-
term point of view (Feder et al. 1985). When talking
about investments, authors usually consider the long
run. In this context, we can use the term ‘investments’
interchangeably with farmers’ plans for the future.

As previously discussed, there is a vast number
of factors that influences farmers’ relationship with
the buyers. In this typology of trading relationship,
as well as in the conflict that arises between farmers
and buyers, it is essential to highlight “decision-mak-
ing power”. Power is defined as the capacity of one
party to gain advantage over another, sometimes also
implying the party persuading or coercing the other
into complying with something they would otherwise
not (Wilson 1995). In his research, Collins (2002; 2007)
considers power as a multidimensional variable and
links it to activities that include products, delivery,
and price margins. On the other hand, there are stud-
ies on relationship performance that in their analysis
include efficiency, flexibility, responsiveness, parties’
satisfaction, and food quality (Aramyan et al. 2007).
Furthermore, it is very important to understand how
power is exercised in a relationship between buyers
and farmers. It directly affects commitment, satisfac-
tion, performance, value distribution, risk sharing and
participation in a trading relationship (Brown et al.
1995; Batt 2003; Benton and Maloni 2005). In the lit-
erature, there are also authors (Grosh 1994; Katchova
and Miranda 2004) who scrutinize the variable from
the “problem-solution” point of view. In their studies,
they frame contract farming as an institutional solu-
tion to instances of market failures mostly pertaining
to low access of credits, insurance and information in
general.

However, along with the multiple questions that
can be posed to this regard, one that stands out
would ask: “Is there any relationship between farmers’
power over the buyers and their plans for the future?”
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Referring to the literature of the field, especially with-
in the local (Albanian) scholarly debate, there seems
to be a knowledge gap when studying the impact of
farmers’ decision-making power compared to buyers
and their ability to invest in the long run. This possible
relationship seems to have been pushed out of sight,
as the current studies do not imply a direct relation-
ship between these two variables. Often power rela-
tions with farmers’ investing decisions are accounted
for only indirectly by authors of the field, without re-
ferring conclusions explicitly (Malak-Rawlikowska et
al. 2019).

Most of the authors link the decision of farmers to
make investments in their farm with financially based
factors, more concretely, to their incomes. Investment
decisions are directly related to farmers’ income and
prospective consumption patterns (Hill 2010). Sun,
Zhang and Zhang (2018) also find a direct relationship
between farmer’s monetary situation and their plans
for the future, principally centred around the transfor-
mation of their land. The financial situation of farmers
in Albania is generally indigent. This can be directly
related to contract farming. On the whole, contract
farming can be considered as a mix of spot market
transactions and vertical integration. This type of mak-
ing business has its own advantages, such as flexibil-
ity, high coordination, better quality control for the
products offered, etc. (Prowse 2012). It is worth high-
lighting the low level of contract farming in Albania
which can be translated into lower product commer-
cialization for the farmers, lower incomes, decreased
productivity and lower modernization (Maertens and
Swinnen 2009; Bellemare 2012; Lushi et al. 2021). In
fact, contract farming, especially in the context of de-
veloping countries like Albania, has received consider-
able attention in recent years (Xhoxhi et al. 2019). Ton
et al. (2018) in their recent study show that poor farm-
ers, in the context of land and other assets, are rarely
involved in contract farming.

However, this is not the only influencing factor as
there are many others that contribute to this regard.
Amidst other factors, the lack of a well-organized mar-
ket, poor infrastructure, and the absence of adequate
places for the storage and preservation of products
have all resulted in lower income rates for farmers.
This is directly associated with a decrease in their fi-
nancial capacity, which in turn diminishes their inten-
tion to opt for long-term investment plans. In such cir-
cumstances, even when farmers desire to invest with
assistance from banks or other financial institutions,
they often encounter practical impediments due to
being perceived as financially unreliable by such lend-
ers. In this context, farmers in Albania find themselves
in a disadvantaged position compared to buyers,
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primarily due to the aforementioned factors. In today’s
socio-economic reality, many concerns have been ex-
pressed about the unequal distribution of power be-
tween farmers and buyers (OECD 2014). Lower farmer
power compared to their buyers implies a disadvan-
tage in their products’ price-setting position, risk re-
duction, financial flows, price stability, and security of
sale. Consequently, as the buyer gains market traction,
farm prices and incomes become significantly redun-
dant. In addition, lower incomes for the farmer mean
lower financial capability and as a result, lower capaci-
ties for future investments. Being under the pressure
of financial uncertainty makes farmers hesitate to in-
vest (Winter-Nelson and Amegbeto 1998).

However, from a purely theoretical standpoint, the
other side of the coin is also plausible. If sellers have
market power, farmers in this case can create markups
above marginal cost at each stage of the supply chain
where such power is present. One of the most influ-
encing factors in having market power for the farmer
is reputation. It is related with the trading relationship
fairness between the farmer and the buyer, built con-
sistently over time (Wilson 1990). In theory, this would
create a more favourable environment for the farmer
to improve his financial situation and therefore, in-
crease the possibilities of investing in the future.

In this context, the majority of authors in the lit-
erature of the field agree that trading power positively
correlates with farmers’ decision to make new invest-
ments, or to expand their economic activity in the fu-
ture (Bingen et al. 2003; Warsaw et al. 2021). Local au-
thors agree with this line of thinking, pinpointing the
fact that farmers in Albania tend to be disadvantaged
towards their buyers (Xhoxhi et al. 2019 2020).

3. Methods and procedures

The aim of this research is to study the relationship
between trading power and plans for future activities.
Such a relationship is investigated in the context of the
agribusiness sector in a developing country, namely
Albania. The output of this work seeks to contribute to
the literature by providing additional evidence in ei-
ther support or opposition to the above association.
Such results can be very useful not only for the farm-
ers themselves, but also for the researchers, academi-
cians, managers or other decision-makers concerned
with this issue. Since the economy of Albania is mainly
boosted by the rural sector, our findings can also as-
sist policy-makers in designing and pursuing the right
policies to this end.

The research design entailed data collection em-
ploying a structured questionnaire. The questionnaire
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was developed based on literature review and pro-
ductive consultations with relevant field experts. Its
section composition includes household general in-
formation, different aspects focused on livelihood,
main activity, and trading relationship.

An in-person data collection modality was utilized.
A total of 640 valid questionnaires were collected,
covering various areas where agribusiness is extant in
Albania. As shown on Table 1, the majority of the re-
spondents were above 55 years old (65%), while 12%
of them were younger than 45 years old. Almost two-
thirds of respondents chose secondary school as the
highest completed level of education, whereas less
than 4% of the respondents had graduated from a
higher education institution. Table 1 also depicts the
number of family members over the age of 14.

The two main variables in this research are trading
power and plans for future activity. The second one is
represented by two indicators, which are (1) plans for
investments and (2) interest in increasing the activity.
Plans for investments was a dummy variable (Yes/No),
where respondents were asked to respond to the fol-
lowing question: Do you have plans for investment
in the future? On the other hand, the other indicator,
namely interested to increase the activity, was formu-
lated as a nominal variable (Yes, Undecided, No), and
the query in the questionnaire associated to this vari-
able was: Is the family interested to increase its agri-
cultural activity?

Table 1. Sample profile

Trading power is a latent variable, which is consti-
tuted by four indicators/statements. Trading power
refers to the purchasing and selling power between
trading partners. Various forms of trading power are
possible depending on the market design, ranging
from short-term trading to long-term power purchase
agreements. The core question was: How easy it is to
agree with the buyer about...? The four indicators
were: “Level of prices”, “Product characteristics”, “Costs
of transportation to the buyer’, and “Standard/Quality
of the product”. Although ease of reaching an agree-
ment may depend on numerous factors, such as the
commonality of values between the two parties, in
our case it focuses on the market power only. Each in-
dicator answer was formulated as a Likert-type scale
with five options: 1 = Very easy, 2 = Easy, 3 = Neither
easy, nor difficult, 4 = Difficult, 5 = Very difficult. To
compute the trading power variable, a factor analysis
was run, meaning that the indicators (statements) will
not have the same loading.

Figure 1 illustrates the distributions of the answers
of the respondents per each statement/indicator that
were used in constructing the trading power variable.
If “Very easy” and “Easy” categories are combined to-
gether to form a bigger category, named “Easy”, and
“Difficult” and “Very difficult” categories are summed
up to form a bigger category, labelled “Difficult”,
then it can be said that the “Easy” ranges from 34%
(Standard/Quality of the product) to 43% (Product

Variable Category Count Percentage
Age of the respondent 25-34 years old 36 5.63%
35-44 years old 42 6.56%
45-54 years old 148 23.13%
55-64 years old 191 29.84%
65 + years old 223 34.84%
Education of the respondent Elementary-up to 4 years 43 6.72%
Secondary-8/9 years 353 55.16%
High School 163 25.47%
Professional High School 59 9.22%
University 22 3.44%
Members over 14 years old 1 member 24 3.75%
2 members 282 44.06%
3 members 124 19.38%
4 members 134 20.94%
5 members 57 8.91%
6 or more members 19 2.97%
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Figure 1. Distributions of the answers of per each statement/indicator of trading power

Easy

|

Difficult

|

Level of prices

Product characteristics

Costs of transportation to
the buyer

Standard/Quality of the
product

m Very easy

30%

m Easy m Neither easy or difficult

21% 3%

42"/0 .

m Difficult m Very difficult

characteristics), while the “Difficult” moves from 24%
(Standard/Quality of the product and Product charac-
teristics) to 34% (Costs of transportation to the buyer).
On average, more than 1/3 of the respondents select-
ed the “Neither easy, nor difficult” option, which repre-
sents a considerable share.

For analysis purposes, the variable of trading pow-
er was composed using factor analysis (Fabrigar and
Wegener 2011). Considering the low number of indi-
cators, only one factor from the factor analysis con-
ducted is expected to emerge.

To test the association between trading power
and plans for future activity, the Mann-Whitney test
was performed. The assumptions of applying t-test
were not satisfied, which implies the use of the Mann-
Whitney U test (Hollander et al. 2013; Gravetter and
Wallnau 2017). The Kolmogorov-Smirnov test for nor-
mality was used to test whether the above assump-
tion is satisfied. This statistical technique examines the
difference only between two groups. U statistic for-
mula incorporates the number of the subject per each
category and the sum of the ranks (R) for individuals
in the respective sample, and between the following
calculations, the lowest one represents the Mann-
Whitney U value.

m(m+1)

Up=mny + 2R and

U2 :n1n2+ ZRZ

The Mann-Whitney U can be standardised using
the following formula:

U _ (nln%)
mny (ny+ny +1%2
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All the analysis conducted to get the results pre-
sented in this paper were performed in SPSS, version
23 (Meyers et al. 2013; Pallant 2016).

4. Results

As mentioned in the previous section of the pa-
per, four indicators were used in constructing trading
power, since it is a latent variable. Different ways can
be used in constructing such a variable. One such way
includes summing up the respondent’s scores based
on the four indicators, and the result will yield the la-
tent variable. Another way of spotting an unobserved
variable can be by calculating the average of the four
indicators per each respondent. The third approach
in calculating a latent variable pertains to using such
an approach that can provide the weights of each
indicator in calculating the latent variable, like factor
analysis. Hence, the third method listed for calculat-
ing a latent variable does not assume that the load-
ing of each indicator is the same, so it is neither the
average, nor the sum. In this paper, factor analysis
was used to yield the trading power variable (Fabrigar
and Wegener 2011). As it was expected, only one fac-
tor emerged from the performed principal compo-
nent analysis, explaining 72.62% of the variation in
the sample. The Kaiser-Meyer-Olkin value was greater
than the threshold of 0.80 and Barlett's test of sphe-
ricity was significant (Hair et al. 2010), providing evi-
dence of the appropriateness of factor analysis. The
component matrix is shown in Table 2. All factor load-
ings were well in excess of Stevens’ (2015) benchmark
of 0.40, showing evidence of construct convergent
validity.

In addition to factor analysis results, reliability test
was conducted for the composed variable, and its
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results are shown in Table 2. The Cronbach’s alpha of
the latent variable (trading power) was found to be
0.872, which is above the conservative threshold of
0.7.Thus, there is no issue with the reliability, meaning
that the latent variable can be used in further analysis.

To examine the differences in trading power
between farmers who have plans for future activi-
ties or not, an independent t-test can be performed.
Nonetheless, this statistical technique can be used
only if certain principles are satisfied, one of whom
is usually distribution (Pallant 2016). In cases when
this assumption is violated, then a non-parametric
technique such as the Mann-Whitney test can be per-
formed. To investigate whether the above assumption
is satisfied or not, Kolmogorov-Smirnov test in SPSS
23 was executed (Meyers et al. 2013), and its result
is reported in Table 3. The test showed that both the
indicators and extracted factor do not follow a nor-
mal distribution, meaning that the application of the
Mann-Whitney test should be used instead of inde-
pendent t-test.

The aim of this work is to link trading power with
plans for future activities. Regarding the nature of the
variables under study, this aim can be achieved by
testing the difference between two groups of farm-
ers, those who have plans for future activities and
those who do not. If the data confirms that there is

Table 2. Component matrix and Reliability test

a statistical difference between the two groups, then
the above association is established.

As stated earlier in this paper, plans for future ac-
tivities were represented by two indicators, which are
plans for investment and interest in increasing the
activity. “Plans for investment variable” is a dummy
one (yes/no), while “interest in increasing the activ-
ity” variable is a nominal one. To test the relationship
between trading power and plans for future activities,
the Mann-Whitney test was used.

It was found that, when comparing those who
have plans for future investment to those who do
not, farmers perceived trading power differently (see
Table 4). Furthermore, the results indicate that those
who have plans for investments reflect higher trading
power, as compared to those who do not have such
plans. The last row of Table 4 refers to the results of the
Mann-Whitney test related to the latent variable (trad-
ing power). It was demonstrated that farmers which
have plans for investments (mean rank = 422.07),
scored higher in trading power than those without
such plans (mean rank = 352.32), U = 27520, z=-3.233,
p< 0.01. Three out of the four indicators used to com-
pose trading power provided the same result as with
the latent variable. Hence, compared to farmers who
do not have plans for investments, the data showed
that those who have such plans scored higher in level

How easy it is to agree with the buyer about...? Loading Communalities | Cronbach’s Alpha if ltem Deleted
Level of prices .897 .663 .856
Product characteristics .858 .805 .807
Costs of transportation to the buyer 837 .701 .847
Standard/Quality of the product 814 .736 .833

Note: Extraction method, Principal Component Analysis. Kaiser-Meyer-Olkin Measure of sampling adequacy = 0.823. Sig.
Bartlett’s test < 0.001. Eigenvalue = 2.905; Variance explained = 72.62%; Cronbach’s alpha = 0.872.

Table 3. Tests of normality

ey Standard Kolmogorov-Smirnova
How easy it is to agree with the buyer about...? deviation Statistic df Sig.
Level of prices 2.92 1.00 0.178 640 0.000
Product characteristics 2.73 1.02 0.187 640 0.000
Costs of transportation to the buyer 294 1.14 0.170 640 0.000
Standard/Quality of the product 2.84 0.95 0.224 640 0.000
Power in trading (as a latent variable) 0 1 0.079 640 0.000

a, Lilliefors Significance Correction
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of prices (U = 27821.5, z = -3.213, p< 0.01), product
characteristics (U = 28714, z = -2.749, p< 0.01), and
costs of transportation incurred by the buyer (U=
24204, z = -5.016, p< 0.001). No significant difference
between the two groups of farmers regarding “stand-
ard/quality of the product” was found, U = 33975.5, z
=-0.053, p> 0.10. However, taking into account all the
above results, it can be stated that there is a signifi-
cant relationship between trading power and plans
for investments. Besides, it was demonstrated that this
association is a positive one, meaning that those who
have plans for investments reflect a higher trading
power, as opposed to those without such plans.

Table 5 summarizes the results of the Mann-
Whitney test for the second variable that repre-
sents plans for future activities, which is “interest in

Table 4. Results of Mann-Whitney test: Plans for investment

increasing the activity” (Yes, No, Undecided). Evidence
shows that, when comparing those who are interest-
ed to increase the activity (mean rank = 240.23) with
those who are undecided (mean rank = 164.79), farm-
ers perceived trading power differently, U = 9289, z =
-6.284, p < 0.001. Even though the mean rank for “Yes”
(= 232.26) is a bit higher than for “No” (= 216.74), yet
that does not suffice to get a significant difference
in trading power, U = 17998, z = -1.143, p > 0.10. The
authors believe that the reason for such a result is be-
cause two out of four indicators that comprise trad-
ing power did not show statistical differences, name-
ly product characteristics (U = 18841, z = -0.451, p >
0.10) and standard/quality of the product, U = 17167,
z = -1.916, p > 0.05. On the other hand, compared
to those who are undecided (mean rank = 249.22),

Mean rank Mann-Whitney U
How easy it is to agree with the buyer about...? Yes No
(n=111)  (n=614) v Z p

Level of prices 419.36 352.81 27821.5 -3.213 0.001
Product characteristics 411.32 354.27 28714 -2.749 0.006
Costs of transportation to the buyer 451.95 346.92 24204 -5.016 0.000
Standard/Quality of the product 363.91 362.83 33975.5 -0.053 0.958
Power in trading (as a latent variable) 422.07 352.32 27520 -3.233 0.001

Table 5. Results of Mann-Whitney test: Interest in increasing the activity

Mean rank Mann-Whitney
How easy it is to agree with the buyer about...? No Undecided Yes
(n=3200 (n=256) (n=121) v z p
Level of prices 295.96 279.18 - 38573.5 -1.257 0.209
- 168.83 231.68 10324 -5.549 0.000
208.2 - 254.86 15262.5 -3.558 0.000
Product characteristics 318.75 250.69 - 31281 -5.077 0.000
- 172.07 224.82 111535 -4.618 0.000
219.38 - 225.29 18841 -0.451 0.652
Costs of transportation to the buyer 331.75 234.44 - 27120.5 -7.210 0.000
- 156.22 258.36 7096 -8.843 0.000
210.08 - 249.89 15864.5 -3.053 0.002
Standard/Quality of the product 314.75 255.68 - 32559 -4.465 0.000
- 184.16 199.23 14250 -1.358 0.174
227.85 - 202.88 17167 -1.916 0.055
Power in trading (as a latent variable) 319.93 249.22 - 30904 -5.075 0.000
- 164.79 240.23 9289 -6.284 0.000
216.74 - 232.26 17998 -1.143 0.253
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farmers who are not interested to increase the activ-
ity (mean rank = 319.93) scored significantly higher in
trading power, U = 30904, z=-5.075, p < 0.001.

Regarding the results of the test for individual in-
dicators, it can be said that, compared to either those
who are not interested, or those who are undecided,
farmers who are interested to increase the activity
scored statistically higher in “level of prices”and “buyer
transportation cost” (see Table 5). Moreover, evidence
shows that there are significant difference between
those who are not interested to increase the activity
and those who are undecided, in “product character-
istics” (U = 31281, z=-5.077, p < 0.001), “buyer trans-
portation cost” (U = 27120.5, z = -7.210, p < 0.001),
and “standard/quality of the product” (U = 32559, z =
-4.465, p < 0.001).

Considering all the above, results related to the
variable “interest in increasing the activity’, show that
there is an association between the latter variable
and trading power. Given the fact that “plans for in-
vestments” and “interest in increasing the activity” to-
gether represent “plans for future activities’, and the
significance of the associations of these variables with
trading power, it can be said that the proposed asso-
ciation is supported by the data of this study.

5. Discussion

This work has demonstrated interesting results
regarding the linkages between trading power and
plans for future activities. Evidence found supports the
relationship stated above. Despite the results demon-
strating that there is an association between trading
power and plans for future activities, yet again there
is a need to discuss the obtained results, especially
because the factor “plans for future activities” is repre-
sented with two indicators: plans for investments and
interest in increasing the activity.

To test the association and to get the results, a
rigorous set of procedures was followed. Firstly, the
trading power variable was developed with four in-
dicators, which captures issues like Level of prices,
Product characteristics, Buyer transportation costs,
and Standard or quality of the product. These aspects
do matter in forming trading power, in particular in
the agribusiness context. Secondly, to compose this
latent variable, a factor analysis was performed, as
to obtain the weights of each indicator. As expected,
one factor emerged from the factor analysis. Thirdly,
to have a better understanding of plans for future ac-
tivities, two indicators were used, as to have a clearer
view over the future plans that farmers have. Finally,
the latent variable was tested to see whether it had
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any correlation to plans for future activities by using a
non-parametric technique. The steps mentioned were
followed to examine the above linkage in the agri-
business sector in the context of Albania’s free-market
transitioning economy.

As stated above, two associations were tested in
this paper, which lead to the overall relationship. The
first association is the one that links trading power to
plans for investments, whereas the second one shed
light over the linkage between trading power and in-
terest in increasing the activity. Both associations are
supported by field-relevant literature. A number of au-
thors consider income level to be a highly significant
indicator in their approach towards the two above-
mentioned factors (Bellemare 2012; Ton et al. 2018).

Regarding the relationship between trading pow-
er and plans for investment, it was found that farm-
ers who have plans for investment reflected higher
trading power levels compared to those who have
no such plans. This finding establishes a positive re-
lationship between these factors. Therefore, the mere
existence of the linkage was not only proved, but its
positive nature was also discovered. Maart-Noelck and
Musshoff (2013) are on the same line as in their study
that linked farmers’ plans for investment to higher fi-
nancial knowledge, better financial behaviour and
higher risk tolerance. All these factors, as stated by
the authors, imply enhanced trading power relation-
ships. The relationship between farmers’ plans for fu-
ture investments and their market power is complex
and can be influenced by several economic phenom-
ena. Here are some of the substantive economic phe-
nomena that can justify this directionality of the rela-
tionship. Improved productivity: Farmers who invest in
their farms can improve their productivity, which can
increase their revenue and profitability. This, in turn,
can provide them with more resources to invest in
their farms and improve their production processes
(Warsaw et al. 2021). Access to capital: Farmers who
have access to capital can invest in their farms and
improve their production processes, which can then
increase their market power. Access to capital can
also help farmers weather economic downturns and
other challenges (Carlisle et al. 2019). Technological
advancements: Farmers who invest in new technolo-
gies can improve their production processes, reduce
costs, and increase their market power. For example,
the implementation of digital connectivity in agricul-
ture can improve efficiency, resilience, digitization,
agility, and sustainability, which can improve farmers’
market power (Goedde et al. 2020). Sustainable agri-
culture practices: Farmers who invest in sustainable
agriculture practices can improve the quality of their
soil, reduce the use of harmful chemicals, and increase
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their yields. This can lead to better-quality produce,
which can increase farmers’ revenue and profitability
and enhance their market power (Warsaw et al. 2021).
Market access: Farmers who have access to markets
can sell their products and generate more revenue,
which can be reinvested in their farms. For example,
farmers’ markets can improve food access and afford-
ability, which has the potential to expand the demand
for locally grown produce and provide farmers with
more opportunities to sell their products and gener-
ate more revenue (Warsaw et al. 2021).

Regarding the linkage between having interest in
increasing the activity in the farm and trading (mar-
ket) power, the analysis conducted supports such an
association. A positive relationship between trading
power and having interest in increasing the activity is
referred to by many authors, especially those embrac-
ing the “contract farming” point of view. A vast num-
ber of studies (Eaton and Shepherd 2001; Byerlee et al.
2008; Silva and Ranking 2013; Xhoxhi et al. 2018, 2019,
2020) posit this relationship, even though not explic-
itly. There is an agreement between these authors
pertinent to the positive correlation between trading
power and farmers’income level. As was shown above,
contract farming has a direct positive relationship
with higher incomes as it helps farmers improve their
access to credit, or explore additional possibilities for
agricultural extension. However, generalizations can-
not be made for all the farmers as there are many
contributing factors to their income level. Csaki et al.
(2008) underline the fact that farmers’income level is
highly affected by their region’s economy. In this con-
text, farmers operating in poor regions, exhibit a lower
trading power - and, as a consequence - less interest
in increasing their activity.

6. Conclusion

This study sought to identify whether a linkage
existed between trading power (bargaining power in
trade) and plans for future activities in the context of
the agribusiness sector in a developing country. Plans
for future plans are represented by two factors which
are: plans for investment and being interested in in-
creasing the activity. Trading power is a current topic
in the agribusiness field of study. Scholars have tried to
explore potential factors that impact farmers’ trading
power to entice the design and implementation of dif-
ferent policy instruments for farmers. This problem is
quite pronounced in developing and transition coun-
tries, where institutions are weak and principles of
fair competition are not observed accordingly, as op-
posed to more advanced economies (Cera, Breckova,
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et al. 2019). Considering the above discussion, this re-
search aims to fill this gap in literature and offer some
insights into the context of developing countries.

To the best of the authors’ knowledge, the link-
ages between trading power and plans for future ac-
tivities have not received much attention by scholars.
Furthermore, it can be said that this study is among
the first, since we have failed to find any other paper
covering such an issue in the literature. In addition,
the originality of this work lies in the fact that “plans
for future activities” is represented by two factors,
which lead to more consolidated results.

This work demonstrated that plans for future ac-
tivities are associated with farmers’ trading power.
Indeed, the study’s findings underline that the latter
is significantly associated with plans for investment,
and, to some extent, with the fact whether farmers are
interested in increasing their activity or not. Moreover,
findings of this study claim that farmers’trading power
is positively linked to plans for investment. This result
means that those farmers who plan for future invest-
ment reflect higher power over the buyer, as com-
pared to those without such plans. This claim stands
for three indicators of trading power, which are level
of prices, product characteristics, and buyer transpor-
tation cost.

Promoting the horizontal coordination of farm-
ers can potentially increase their market power and
facilitate investments in the Albanian agrarian sec-
tor. Horizontal coordination among farmers can lead
to economies of scale, better bargaining power, and
improved access to markets (Imami et al. 2021). This
can increase farmers’ market power and provide them
with more resources to invest in their farms.

References

Aramyan, L. H., A. G. J. M. Oude Lansink, J. G. A. J. van der
Vorst, and O. van Kooten. 2007. Performance measure-
ment in agri-food supply chains: a case study. Supply
Chain Management: An International Journal 12:
304-315.

Batt, P. J. 2003. Examining the performance of the supply
chain for potatoes in the Red River Delta using a plural-
istic approach. Supply Chain Management 8: 442-454,

Bellemare, M. F. 2012. As You Sow, So Shall You Reap:
The Welfare Impacts of Contract Farming. World
Development 40: 1418-1434.

Benton, W., and M. Maloni. 2005. The influence of power
driven buyer/seller relationships on supply chain satis-
faction. Journal of Operations Management 23: 1-22.

SOUTH EAST EUROPEAN JOURNAL OF ECONOMICS AND BUSINESS, VOLUME 18 (2) 2023



LINKING FARMERS'BARGAINING POWER IN TRADE TO THEIR PLANS FOR FUTURE ECONOMIC ACTIVITIES

Bingen, J., A. Serrano, and J. Howard. 2003. Linking farmers
to markets: different approaches to human capital de-
velopment. Food Policy 28: 405-419.

Brown, J., R. Lusch, and C. Nicholson. 1995. Power and re-
lationship commitment: their impact on marketing
channel member performance. Journal of Retailing 71:
363-393.

Byerlee, D., A. D. Janvry, E. Sadoulet, and R. Townsend. 2008.
World development report 2008: agriculture for devel-
opment. Retrieved from http: //documents.worldbank.
org/curated/en/587251468175472382/.

Carlisle, L., M. M. de Wit, M. S. DeLonge, A. Calo, C. Getz, J.
Ory, K. Munden-Dixon, R. Galt, B. Melone, R. Knox, A. lles,
and D. Press. 2019. Securing the future of US agriculture:
The case for investing in new entry sustainable farmers.
Elementa: Science of the Anthropocene 7: 17.

Cera, G., P. Breckova, E. Cera, and Z. Rozsa. 2019. The Effect
of Business Enabling Policies, Tax Treatment, Corruption
and Political Connections on Business Climate. Acta
Polytechnica Hungarica 16: 113-132.

Cera, G, E. Cera, H. N. R. Ribeiro, and S. Maloku. 2021. The
role of trust in government and institutional environ-
ment in future business climate. International Journal of
Entrepreneurial Venturing 13: 425.

Gera, G.,, M. Meco, E. Cera, and S. Maloku. 2019. The ef-
fect of institutional constraints and business network
on trust in government: an institutional perspective.
Administration & Public Management Review 33: 6-19.

Collins, A. 2002. The determinants of retailers’ margin re-
lated bargaining power: Evidence from the Irish food
manufacturing industry. International Review of Retail,
Distribution and Consumer Research 12: 165-189.

Collins, A. M. 2007. Retail control of manufacturers’ product-
related activities: Evidence from the irish food manufac-
turing sector. Journal of Food Products Marketing 13:
1-17.

Csaki, C., C. Forgacs, and D. Milczarek-Andrzejewska. 2008.
Restructuring market relations in food and agriculture in
Central and Eastern Europe: impacts upon small farmers.
Retrieved from https: //www.cabdirect.org/cabdirect/
abstract/20103204003.

Dvorsky, J., Jr. Jaroslav Belds, G. Cera, and S. Bilan. 2021.
Disparities in the perception of business risks in con-
nection with the achieved education of the owner/
manager and doing business. International Journal of
Entrepreneurial Knowledge 9: 25-40.

Dvorsky, J., Z. Petrdkova, G. Cera, and A. Folvar¢na. 2019.
Important factors for the entrepreneurship in Central
Europe. Innovative Marketing 15: 71-83.

Dwyer, F. R., P. H. Schurr, and S. Oh. 1987. Developing Buyer-
Seller Relationships. Journal of Marketing 51: 11-27.
Eaton, C., and A. Shepherd. 2001. Contract farming: part-
nerships for growth. Rome: Food and Agriculture
Organisation. Retrieved from https: //books.google.

SOUTH EAST EUROPEAN JOURNAL OF ECONOMICS AND BUSINESS, VOLUME 18 (2) 2023

com/books?hl=en&lr=&id=K7gM_i8yj1sC&oi=fnd&pg=
PP11&dqg=Contract+farming:+Partnerships+for+growt
h&ots=jdU9FqH6h5&sig=qddm4DpCT2ZKhdk6aC3uyR
VTewl.

Evteeva, T., P. Rovny, and M. Petrilak. 2019. Farm as a form
of small agricultural business in Russia: advantages and
disadvantages. International Journal of Entrepreneurial
Knowledge 7: 53-62.

Fabrigar, L. R, and D. T. Wegener. 2011. Exploratory Factor
Analysis. New York, NY: Oxford University Press.

Feder, G, R. Just, and D. Silberman. 1985. Adoption of ag-
ricultural innovations in developing countries: A survey
World Bank staff working paper no. 444. The University
of Chicago Press 2: 255-295.

Fischer, S., and M. Wollni. 2018. The role of farmers' trust, risk
and time preferences for contract choices: Experimental
evidence from the Ghanaian pineapple sector. Food
Policy 81: 67-81.

Goedde, L. J. Katz, A. Menard, and J. Revellat. 2020.
Agriculture’s technology future: How connectivity can
yield new growth. McKinsey & Company. Retrieved from
https: //www.mckinsey.com/industries/agriculture/our-
insights/agricultures-connected-future-how-technolo-
gy-can-yield-new-growth#/.

Gravetter, F. J., and L. B. Wallnau. 2017. Statistics for the be-
havioral sciences. CENGAGE Learning.

Grosh, B. 1994. Contract farming in Africa: an application
of the new institutional economics. Journal of African
Economies 3:231-261.

Hair, J. F, W. C. Black, B. J. Babin, and R. E. Anderson. 2010.
Multivariate Data Analysis. Harlow: Pearson Education
Limited.

Harwood, T. G. 2013. Developing buyer-seller relationships
through face-to-face negotiations. In The Future of
Relationship Marketing, pp. 105-122. Taylor and Francis.

He, J., X. Zheng, R. M. Rejesus, and J. M. Yorobe Jr. 2019. Moral
hazard and adverse selection effects of cost-of-pro-
duction crop insurance: evidence from the Philippines.
Australian Journal of Agricultural and Resource
Economics 63: 166-197.

Hill, R. V. 2010. Investment and abandonment behavior of
rural households: An empirical investigation. American
Journal of Agricultural Economics 92: 1065-1086.

Hollander, Myles., D. A. Wolfe, and E. Chicken. 2013.
Nonparametric statistical methods. New Jersey: Wiley.

Ihli,H.J., S. C. Maart-Noelck, and O. Musshoff. 2014. Does tim-
ing matter? A real options experiment to farmers’invest-
ment and disinvestment behaviours. Australian Journal
of Agricultural and Resource Economics 58: 430-452.

Imami, D., V. Valentinov, and E. Skreli. 2021. Food Safety and
Value Chain Coordination in the Context of a Transition
Economy: The Role of Agricultural Cooperatives 15:
21-34.

183



LINKING FARMERS'BARGAINING POWER IN TRADE TO THEIR PLANS FOR FUTURE ECONOMIC ACTIVITIES

Janda, S., J. Murray, and S. Burton. 2002. Manufacturer—
supplier relationships: An empirical test of a model of
buyer outcomes. Industrial Marketing Management 31:
411-420.

Katchova, A.L.,and M. J. Miranda. 2004. Two-step economet-
ric estimation of farm characteristics affecting market-
ing contract decisions. American Journal of Agricultural
Economics 86: 88-102.

Kittova, Z.,, and D. Steinhauser. 2018. The International
Economic Position of Western Balkan Countries in Light
of their European Integration Ambitions. Journal of
Competitiveness 10: 51-68.

Lam, P, and K. Chin. 2005. Identifying and prioritizing criti-
cal success factors for conflict management in collabo-
rative new product development. Industrial Marketing
Management 34: 761-772.

Lambe, C. J, R. E. Spekman, and S. D. Hunt. 2002. Alliance
competence, resources, and alliance success:
Conceptualization, measurement, and initial test. Journal
of the Academy of Marketing Science 30: 141-158.

Lushi, I, G. Cera, S. Halilaj, and E. Cera. 2021. Exploring the as-
sociation between trust and contracting in agribusiness
sector: Evidence from Albania. Economics and Sociology
14 (4), 297-309.

Maart-Noelck, S. C.,, and O. Musshoff. 2013. Investing today
or tomorrow? An experimental approach to farmers’ de-
cision behaviour. Journal of Agricultural Economics 64:
295-318.

Maertens, M., and J. F. M. Swinnen. 2009. Trade, Standards,
and Poverty: Evidence from Senegal. World Development
37:161-178.

Malak-Rawlikowska, A., D. Milczarek-Andrzejewska, and J.
Falkowski. 2019. Farmers’ bargaining power and input
prices: What can we learn from self-reported assess-
ments? Social Sciences 8: 1-13.

Malokuy, S., G. Cera, Z. Metzker, I. Lushi, and B. Poleshi. 2021.
The role of access to information in trading relationship
and plans for future activities. Journal of International
Studies 14: 113-127.

Malokuy, S., G. Cera, B. Poleshi, I. Lushi, and Z. Metzker. 2021.
The effect of relationship quality on contract farming:
The mediating role of conflict between trading partners
in Albania. Economics & Sociology 14: 283-296.

Meyers, L.S., G.C. Gamst, and A. J. Guarion. 2013. Performing
data analysis using IBM SPSS. New Jersey: Wiley.

Minarelli, F, F. Galioto, M. Raggi, and D. Viaggi. 2016.
Asymmetric information along the food supply chain:
a review of the literature, pp. 12-15. Presented at
the 12th European International Farming Systems
Association (IFSA) Symposium, Social and Technological
Transformation of Farming Systems: Diverging and
Converging Pathways.

184

OECD. 2014. Competition issues in the Food Chain Industry.
Paris: OECD. Retrieved from https: //www.oecd.org/daf/
competition/competition-issues-in-food-chain.htm.

Olounlade, O. A, L. Gu-Cheng, L. Traore, N. Ouattara, F. V.
Dossouhoui, and G. Biaou. 2019. Reputation effect of
the moral hazard on contract farming market develop-
ment: Game theory application on rice farmers in Benin.
African Journal of Agricultural Research 14: 666-671.

Pallant, J. 2016. SPSS survival manual: a step by step guide
to data analysis using IBM SPSS. New York, NY: McGraw-
Hill Education.

Powers, T. L., and W. R. Reagan. 2007. Factors influencing
successful buyer-seller relationships. Journal of Business
Research 60: 1234-1242.

Prowse, M. 2012. Contract farming in developing countries -
A Review. The A Savoir Collection 1-30.

Sexton, R.J,, andT. Xia. 2018. Increasing Concentration in the
Agricultural Supply Chain: Implications for Market Power
and Sector Performance. Annual Review of Resource
Economics 10: 229-251.

Silva, C. D.,, and M. Ranking. 2013. Contract farming for in-
clusive market access. Rome: Food and Agriculture
Organisation. Retrieved from https: //www.cabdirect.
org/cabdirect/abstract/20143323379.

Skreli, E., D. Imami, A. Jambor, D. Zvyagintsev, and G. Cera.
2015. The Impact of Government Subsidies on the Olive
and Vineyard Sectors of Albanian Agriculture. Studies in
Agricultural Economics 117: 119-125.

Stevens, J. P, and K. A. Pituch. 2015. Applied Multivariate
Statistics for the Social Sciences: Analyses with SAS and
IBM’s SPSS. Routledge.

Sun, X., Z. Zhang, and Y. Zhang. 2018. Factors influencing
farmer’s decision-making behavior on rural construction
land transformation. Sustainability (Switzerland) 10: 5-9.

Tari, J. J., J. Pereira-Moliner, J. F. Molina-Azorin, and M. D.
Lépez-Gamero. 2020. A Taxonomy of Quality Standard
Adoption: Its Relationship with Quality Management
and Performance in Tourism Organizations In Spain.
Journal of Tourism and Services 11: 22-37.

Ton, G.,W.Vellema, S. Desiere, S. Weituschat, and M. D'Haese.
2018. Contract farming for improving smallholder in-
comes: What can we learn from effectiveness studies?
World Development 104: 46-64.

Warsaw, P, S. Archambault, A. He, and S. Miller. 2021. The
Economic, Social, and Environmental Impacts of Farmers
Markets: Recent Evidence from the US. Sustainability 13:
3423.

Wilson, D. T. 1990. An Integrated Model of Buyer-Seller
Relationships.

1995. An Integrated Model of Buyer-Seller
Relationships. Journal of the Academy of Marketing
Science 23:335-345.

Winter-Nelson, A., and K. Amegbeto. 1998. Option Values to
Conservation and Agricultural Price Policy: Application

SOUTH EAST EUROPEAN JOURNAL OF ECONOMICS AND BUSINESS, VOLUME 18 (2) 2023



LINKING FARMERS'BARGAINING POWER IN TRADE TO THEIR PLANS FOR FUTURE ECONOMIC ACTIVITIES

to Terrace Construction in Kenya. American Journal of
Agricultural Economics 80: 409-418.

Wong, A., D. Tjosvold, and P. Zhang. 2005. Developing rela-
tionships in strategic alliances: Commitment to quality
and cooperative interdependence. Industrial Marketing
Management 34: 722-731.

World Bank. 2019. Enabling the Business of Agriculture
2019. Enabling the Business of Agriculture 2019. New
York, NY: World Bank, Washington, DC.

Xhoxhi, O., R. Keco, E. Skreli, D. Imami, and B. Musabelliu.
2019. The role of intermediaries’ power on contract-
ing decision between farmers and intermediaries. New
Medit 18:3-15.

Xhoxhi, O., S. M. Pedersen, and K. M. Lind. 2018. How does
the intermediaries’ power affect farmers-intermediaries’
trading relationship performance? World Development
Perspectives 10-12: 44-50.

SOUTH EAST EUROPEAN JOURNAL OF ECONOMICS AND BUSINESS, VOLUME 18 (2) 2023

Xhoxhi, O., A. Stefanllari, E. Skreli, and D. Imami. 2020. How
intermediaries’ power affects contract farming decisions:
evidence from the medicinal and aromatic plant sector
in Albania. Journal of Agribusiness in Developing and
Emerging Economies 10: 529-544.

Zarnadze, G., |. Dika, G. Cera, and H. N. R. Ribeiro. 2022.
Personality Traits and Business Environment for
Entrepreneurial Motivation. Administrative Sciences 12:
176-194.

Zhang, L., and X. Li. 2016. The Impact of Traditional Culture
on Farmers’ Moral Hazard Behavior in Crop Production:
Evidence from China. Sustainability 8: 643.

185



