Producers’ choice of market and trading partner in gum arabic marketing in Senegal
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Gum arabic is an exudate of Acacia Senegal. This gum has wide usage in food and non-food industries. In its production regions, gum collection generates income besides pastoralism or agriculture. To the collectors (producers) however, this activity has not been fully valorised: problems in collection include long distances to the collection areas, wildness, or injuries; problems in marketing include low prices, and exploitation by traders due to the collectors’ low bargaining power. These problems are associated with high marketing and transaction costs associated with market access, and lack of information. 

Our objective is to analyse the influence of transaction costs on the collector’s behaviour. This behaviour relates to a simultaneous decision of collecting gum, market participation and market choice. Conditional on the amount collected, this choice of market outlet(s) is made based on the proportional cost of transacting in the different markets. 

The nested logit and switching regression models are used to analyse the above decision process of collection (whether gum is collected or not), market participation (whether a collector sells his gum or not) and outlet choice (the possibility and preference for selling at particular outlet(s)). The switching model however extends the analysis to a trading equation that incorporates the amount transacted in the different outlets.  

The empirical study includes data from northern and eastern Senegal among 422 producers and 119 traders. Each gum collector has on average 4 potential buyers for his gum. However 51 percent of collectors transact with the same partner in the same outlet throughout the season and over the years. This regularity of partner depends on trust (39 percent of response) or proximity (21 percent of response); other factors include the possibility to obtain advances for daily consumption or satisfying urgent needs, reputation, and relationships. Price accounts for 42 percent of changes of trading partner. 

Valorising the gum collection might be achieved through better organisation of the marketing system: access to information would lead to various choices regarding the market outlets; quality awareness would enable different market niches; and through associations, collectors can bargain better prices. 
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