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Dr. David J. O’Brien, Dissertation Advisor 

 

Abstract 

 
This research uses an interdisciplinarian neo-institutional approach to examine 

formal and informal institutional factors that influence dairy farmers’ ideas about 

participation in collective action in the “Altos Sur” region in Jalisco, Mexico. Data 

collected from face-to-face interviews of a sample of 100 dairy farmers was used to 

measure and analyze formal and informal factors that influence these dairy farmers’ 

decisions about collective action; whether or not to join other dairy farmers to produce 

milk in a collective way. This research tests hypotheses not only on dairy farmers’ 

perceptions of formal institutions such as the state, the market and the economic 

organization, but also on their perceptions of informal institutions such as bonding and 

bridging social capital which might have influenced them to participate in collective 

action. Results of this research indicate that these dairy farmers’ motivations to go into 

entrepreneurial collective action were influenced by both formal and informal 

institutional perceptions.  Perceptions of formal institutions that affected willingness to 

engage in collective action include views about government responsibilities and duties in 

the milk industry; perceptions of the functionality of an economic organization, and 

perceptions of market functionality. The surveys also show that farmers’ perceptions of 

bonding social capital had a more significant influence than bridging social capital on 

whether or not they were encouraged to participate in collective action.  These findings 

are discussed in relation to the larger issue of whether collective entrepreneurial action 

can mediate market failure that is exacerbated by globalization.  
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CHAPTER 1. INTRODUCTION 

This research analyzed the perceptions of dairy farmers in Jalisco, Mexico 

regarding the functionality and effectiveness of both formal and informal institutions. 

This research analyzed formal institutions such as the government, the market and the 

economic organization, and also informal institutions such as bridging and bonding social 

capital to help answer the question of ―Why don‘t dairy farmers collectively organize in 

the region of ―Altos Sur‖ in Jalisco, Mexico.‖ 

The new-institutional economics and new-institutional sociology theoretical 

frameworks are used in this research as an interdisciplinarian approach that offers a broad 

perspective of the socioeconomic environment surrounding the dairy farmers in the 

region of ―Altos Sur.‖ According to Mantzavinos (2001), a model incorporating both 

new-institutional sociology and new institutional economics is key to incorporating issues 

related to institutions, institutional change, and to issues relating to how markets function 

in a political economy. 

On one hand, the new-institutional economic framework (Coase 1960, 1984; 

North 1990; Acheson 1994) helps to analyze formal institutions that interact within the 

chain of production of processing and the manufacturing of milk. Formal institutions 

refer to those regulations and norms established in formal contractual production 

relations among production process agents such as firms, the market, the state and 

individuals. Formal institutions provided by the state are intended to resolve contract 

disputes among private parties (Keeper and Shirley 2000; Eggertsson 1990). 

Consequently, the state becomes an enforcement apparatus for regulating the property of 
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individuals, the transfer of property rights and individuals‘ liabilities (Furoboth and 

Richter 2000, Mantzavinos 2001).  

On the other hand, a new-institutional sociology framework (Powell and 

DiMaggio 1991; Jepperson 1991; Scott 2001; Nee 2001) helps to analyze ―informal‖ 

institutions that participate in the milk production chain. Informal institutions refer to 

those influenced by culture (history) including; individual social behaviors constrained by 

customs, norms, beliefs, values, and voluntary participation in social and political 

organizations. All of these examples act as forms of social capital that are manifested in 

the form of networks and norms of trust and reciprocity that facilitate being connected 

and included in collective action initiatives (Scott 2001; North 1991,2005; Furobotn and 

Richter 2002, Stone 2001). Informal institutions influencing collective action can also 

take the form of conventions, moral rules, social systems and order without law 

(Mantzavinos (2001).In this context collective action in this research means that those 

dairy farmers with common interest would voluntarily act to achieve that interest (Ostrom 

1990), unless there is some issues such as small number of farmers (individuals), 

coercion mechanisms or stronger personal interest  to make individuals act in their 

common interest (Olson 1965).  

Doubbin (2004) argues that both conventions at the collective level and cognitive 

schemas at the individual level are tied to social rules and shape individual behavior. 

Conventions change, however, and this change can be traced to institutions, networks, 

power, and cognition - these four social mechanisms have been observed by sociologists 

to shape all sorts of social behaviors (Doubbin 2004).  Habermas (1970) argues that not 

only do these institutional factors shape individual decisions, but the ―progressive 
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‗rationalization‘ of society is linked to the institutionalization of scientific and technical 

development to the extent that technology and science permeate social institutions and 

thus transform them (Habermas 1970).‖  

On one hand, this research used the new institutional sociology framework to 

define informal institutions as those social and private practices of human behavior that 

facilitate positive social interaction without enforced mechanisms such as social 

interaction networks and levels of trust and solidarity. On the other hand, this research 

uses the new institutional economic framework to define those institutions that norm and 

regulate the dairy farmers‘ entrepreneurial activities.  

 

The milk industry 

 When Mexico joined the North American Free Trade Agreement (NAFTA) in 

1994 (top in figure 1), its dairy industry showed positive growth. This growth reached its 

peak in 1999, at 6.8 %. It fell to 1.9% in 2003. In 2003, total milk production was 

9,842,442 thousand liters in that year, Mexico exported 31,410 liters and imported 

10,320,000 liters with a consumption rate of 39.5 kilograms of fluid milk per person 

(ASERCA 2004). 

 The milk industry in Mexico receives milk from three production systems; a) 

intensive or corporate, b) household or specialized and c) dual purpose. Each system 

contributes a different proportion to total milk production which is influenced by 

climatologic, geographic and socioeconomic characteristics (Ochoa et al. 1998; Mariscal 

et al. 2004).  These three systems form a productive chain, including 70,000 enterprises 

or farms in production and 11,000 processors which created around 400,000 permanent 
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jobs (Castro L 2003). According to Mariscal et al (2004), the corporate system 

contributes 54 percent of the milk production in the country, and it is localized in Central 

and Northern Mexico. It is characterized by high costs of production. Consequently, the 

farmers using this method produce milk on a large scale. 

The household or specialized system is also located in the Central and northern 

Mexico and contributes 31 percent of total milk production. Dairy farmers producing in 

this system have low costs of production, but produce in poorer sanitary conditions than 

the corporate system. The dual-purpose system is located in southern Mexico. This 

system produces meat as well as milk.  

 

Institutional framework surrounding the milk industry in the region of “Altos Sur”  

In the formal institutional environment surrounding dairy farmers, the state 

monitors the milk industry to guarantee that milk products marketed in Mexico meet the 

necessary requirements that protect consumers (NOM-155-SCFI-2003). Since Mexico 

joined the North American Free Trade Agreement (NAFTA), the Mexican government 

has reduced its direct intervention into the milk industry and has eliminated almost all 

taxes on imported milk products to Mexico from its trading partners. These taxes almost 

disappeared in a period of ten years. In the specific case of fluid milk and cheese, 

importation tax became zero (Dobson 2003).  

In an open market, milk production is based on specific quality standards of 

production which are a required condition to compete and survive. Mexico became a 

member of the Organization for Economic Co-operation and Development in 1994. Since 

then, the Mexican government has been implementing national programs, such as 
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PROCAMPO, ‗Alianza para el Campo‘ and PRODUCE. These programs were created to 

support farmers and to help them to improve and perform competitively to be able to 

succeed in the global economy once taxes for imported products become zero (ASERCA 

2004).  

In the local context of the milk industry, the government started to reduce its 

control in the local price of milk by leaving this role to the market forces of supply and 

demand. Currently, in the region of ―Altos Sur,‖ the price of milk is determined by the 

―market‖; however, it is also highly influenced by the oligopsony power (Gomez et al 

2003) and by a government agency named LICONSA (direct observation). In this region, 

dairy farmers accustomed to a certain degree of production and commercial activity, have 

become dependent on milk processing enterprises (Garcia et al 2000).  

Therefore, dairy farmers in the region of ―Altos Sur‖ were not only confronting 

formal institutions regarding the accomplishment of milk production standards and 

parameters cited in norms like NOM-155 (Norma Oficial Mexicana), but also the firms 

quality standards since they were asking dairy farmers to complete many requirements to 

buy the dairy farmers‘ milk. These requirements are listed as: cold milk, milk free of 

antibiotics, milk free of germs, milk with low levels of butter fat and protein (up to 3%) 

(Alvarez et al 2000).  

According to Gomez et al (2003), in the region of ―Los Altos,‖ two corporations 

(firms) control about 50% of the total milk production. They argue that, in the 1990s, 

corporations started to promote among dairy farmers the standardization and 

improvement of milk quality, because firms in this region were afraid of being replaced 

in the market by imported milk products. Consequently, buyers of milk in cooperation 
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with the state encouraged dairy farmers to establish bulk tanks in their communities. By 

doing this, firms pushed dairy farmers to join together as small groups of dairy farmers in 

order to deliver their milk in a common high-volume bulk tank (Gomez et al. 2003). As a 

result, firms were unable to monitor the quality of milk delivered from each dairy farmer. 

Consequently, firms gradually started to promote the use of individual bulk tanks by 

individual farmers. A tactic used by firms to achieve their quality goals was to pay a price 

difference. Consequently, each farmer who delivered milk to a collective bulk-tank 

received a lower price per liter of milk than an individual dairy farmer owning a bulk 

tank (Alvarez et al 2000; Personal conversation with a dairy farmer from the ―Altos Sur‖ 

region). In the same context, dairy farmers who once formed groups and delivered milk 

in the same bulk tank were under significant pressure to conform and become individual 

suppliers of milk (Gomez et al 2003). 

This research argues that milk buyers in the region of ―Altos Sur‖ influenced 

perceptions of collective action since groups membership was initially coordinated by 

firms to deliver milk in bulk tanks. Although, the shirking behavior of some farmers and 

the monitoring capabilities of the buyer also encouraged disintegration of these groups. 

Accordingly, the informal institutional environment influencing the dairy farmers‘ 

initiatives to participate in collective action in the region of ―Altos Sur‖ is most likely 

tainted by old ideological conflicts between the rich and the poor, landlords and small 

farmers, the ejido figure (a land ownership form) and the landowner (Nabor 2003; 

Alvarez et. al 2000). 

Nabor (2003), in a qualitative case study, describes the failure of an initiative to 

organize dairy farmers near the ―Altos Sur‖ region. The case study shows two important 
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factors that discouraged collective action. First, he found a paternal customary 

relationship between the state and producers; and secondly, the lack of trust among the 

groups of people forming the collective. For example, Nabor‘s qualitative findings state 

that, ―Collective action doesn‘t work in this area because of cultural reasons. The truth is 

that people over here have been accustomed to the idea that somebody else stole their 

money and people aren‘t accustomed to fighting back.‖ 

In a comparative qualitative study of social capital between dairy farmers from all 

regions of Los Altos in the state of Jalisco and dairy farmers from the state of 

Aguascalientes, dairy farmers from Aguascalientes showed very good awareness of the 

benefits of belonging to a group but dairy farmers from the Altos region showed less 

awareness of the benefits (Gomez et al. 2003). 

 

The “Altos Sur” Milk Industry Situation  

In the region of ―Altos Sur‖ (see figure 1), dairy farmers have had a long tradition 

of producing milk at the household level. Farm size in this region ranges from 20 cows in 

production to 100 or more (Ochoa et al. 1998). 

According to Mariscal et al. (2004), the milk industry in the region of ―Los Altos‖ 

contains  twelve processors, but in ―Altos Sur,‖ a sub-unit of Los Altos and the location 

of this study, two milk buyers account for more than 50 percent of the total milk 

processing: Liconsa, owned by the Mexican government, and Lechera Gudalajara, a 

private corporation that has collected milk in that region since 1961. Other milk 

collectors in the region of ―Altos Sur‖ buy milk in smaller amounts, some of them resell 

milk to Liconsa and others process milk into cheese and milk candy. On the one hand, 
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government intervention through Liconsa in the marketing of milk in the region of ―Altos 

Sur‖ not only helps to keep dairy farmers in the milk industry and helps reduce the 

market power of buyers and price discrimination, but also helps to maintain social 

stability among farmers. Consequently, this intervention influences the creation of 

externalities. For example, it creates product differentiation in the milk market because 

one private large corporation pays a bonus to receive milk from selected farmers who 

guarantee the quantity and quality of their milk. Consequently, those farmers who are not 

constant in quantity and offer lower quality of milk deliver milk to Liconsa and to smaller 

milk collectors. 

Some studies have argued that the small dairy farmers in Los Altos – those who 

own eighty-five cows or less that graze on seventy acres of land – cannot compete in a 

global economy without government support (Lara et. al. 2002; Odermatt and Santiago 

1997).  However, it might also be argued that potentially in certain ―niche market‖ 

situation these dairy farmers might have a comparative advantage because of their low 

capital expenses and intensive use of labor that could result in lower production costs. 

Dairy farmers in the Los Altos region face the typical economic risks involved in 

milk production, including price volatility, access to credit and market information.  

Collective action to deal with these risks has been limited by a number of factors 

including government support policies, regulations and law enforcement, and local 

culture in the form of social norms, customs, religion and political affiliations (Mariscal 

et al. 2000; Castro 2003; Ochoa et al. 1998; Hernandez and Del Valle 2000; Salcedo 

1999; CEPAL 1999).  
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Figure 1.1. The four counties where data was collected in the region of “Altos Sur” 

Jalisco State, Mexico. 

 

Source: Designed with data from Wikipedia 2007. 
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A Rationale for Collective Action among Dairy Farmers in Los Altos 

One possible rationale for collective action among the dairy farmers in Los Altos 

is that they may face an oligopsony situation with the processors who buy their milk.  An 

oligopsony exists when few buyers dominate a market and producers have no options 

with respect to moving to another location (Hailstone 1984; Heilbroner and Thurow 

1998; Menezes 1997; Sexton and Iskow 1988, Pindyck and Rubinfeld 1997). The farmers 

in the region of ―Altos Sur‖ are economically and socially tied to their local region and 

communities.  They have significant investments in their farms and equipment, but also 

significant long-term ―bonding social capital‖ in the local area.  In addition, to the small 

number of processors, the farmers also lack information about alternative markets for 

milk.  

  The effects of government intervention in the milk market, through its 

processing plant‘s purchase of farmers‘ milk are complex.  Government action, which has 

roots in the pre-liberalized Mexican economy, may provide some security to farmers but 

it also is an obstacle to efforts to form collective action and reinforces the power of the 

government processor.  Even though many farmers depend upon the government 

processor to buy their milk, our survey will show that these same farmers have a high 

level of distrust of government actions and motivations in general, especially with respect 

to enforcing laws and contracts.   In short, the dairy farmers are, by and large, dependent 

on the government processor, Liconsa, to buy their milk but are fearful that if Liconsa  

has met its quota they will not be able to sell their milk elsewhere.  As we will see in later 

chapters, the farmers‘ perceive a lack of options with respect to where they will sell their 

milk, in part due to lack of information about market transactions.  
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The solution to the farmers‘ perceptions of the difficulties they face in the market 

in Los Altos, especially the perception of a lack of alternatives with respect to processors 

who will buy their milk, as well as a general lack of marketplace information, would 

seem to provide a justification for the farmers to seek a solution through collective action.  

They would be, in Mancur Olson‘s (1971) terms, members of a ―latent group‖ who, 

through collective action, could secure a non-divisible ―public good‖ that would benefit 

all members of the group. As Olson points out, motivating members of a latent group to 

contribute to the costs of collective action is quite difficult, especially when the group is 

large, and involves solving complex problems with regard to selective incentives.  Even 

before the selective incentive issues can be addressed, however, the first question that 

members of such a group must answer is simply whether or not they believe that 

collective action is (a) desirable and/or (b) possible?  

The answer to the aforementioned question provides the focus for the central 

research question that guides this study: how do dairy farmers‟ perceptions of formal and 

informal institutional factors influence their views about participating in collective action 

in the region of “Altos Sur” in Jalisco, Mexico? 

The hypotheses that will guide the analysis of the aforementioned question: 

 

Hypotheses  

General Hypothesis 

The general hypothesis is that dairy farmers‘ negative perceptions of formal 

institutions, such as the state, the market and the economic organization, and positive 

perceptions of informal institutions, such as bonding and bridging social capital, will 
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have the most influence on their decision to remain in their traditional dairy farming 

system and whether or not to participate in collective action. 

 

Specific Hypotheses 

Hypothesis one states that dairy farmers‘ affirmative attitude to go into collective 

action is positively associated with their positive perceptions of informal institutions. 

Hypothesis two states that dairy farmers‘ motivation to move into collective action is 

associated with negative perceptions of trust in government and enforcement of contract 

failure. 
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CHAPTER 2. LITERATURE REVIEW 

 

This chapter introduces the formal and informal institutions that might influence 

collective action in the region of ―Altos Sur.‖ It starts exploring theory around collective 

action which helps to identify theoretical constraints that might influence the dairy 

farmers‘ views in regards to performance and creation of a collective group. Secondly it 

gives a brief description of the benefits resulting from collective action when farmers 

integrate and coordinate vertically. In the third part of this chapter, institutional theory is 

discussed in order to introduce those informal and formal factors surrounding and 

influencing dairy farmers‘ behavior in regards to collective action.  Section four cites 

theory on informal institutions and new institutional theory that seeks to explain and help 

to understand dairy farmers‘ perceptions about participating in collective action. Section 

five explores the influence of formal institutions defined by new institutional economics 

theory that measure normative and regulate institutions influencing the production sector 

and consequently, dairy farmers‘ perceptions about the functionality of the government, 

the market and the economic organization.  

Collective action theory 

This research argues that one of the major factors influencing the success or failure of 

collective action is the institutional framework (formal and informal rules) surrounding 

its formation. Incentives to form a collective group or an organization are created when 

farmers face depressed prices and market failures (Sexton and Iskow 1988, Cook 1995).  

According to North (1990), an organization will be created not simply by formal 

institutional rules such as written norms and regulations, but also by other non-written 
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informal rules such as norms of behavior, beliefs and values. Other factors that would 

constrain dairy farmers from working collectively are related to technology, income, and 

preferences. Factors like group size, selective socioeconomic incentives, and group 

asymmetry are cited by Olson (1965) as the most important constraints on collective 

action. He argues that only separate and selective incentives, both economic and social, 

will stimulate a rational individual in a large latent group to act in a group-oriented way.  

Other institutional factors influencing group formation include the nature of collective 

prize (private or public), win-based notion of effectiveness (Esteban J. and Ray D. 2001) 

and social and ecological heterogeneity within a community (Futemma et. al. 2002).    

Alchian and Demsetz (1972) argue that the metering problem is an important 

constraint on the execution and control of collective action designs because once 

increased returns arrive from scale economies, it becomes difficult to determine each 

member‘s contribution to that output. Cheung (1983) observes that not only do 

measurement and the problem of separating contributions hold back the success of 

collective action, but also in the absence of a firm, more transactions are required and 

product information costs more. Thus, an efficient organization should engage in 

contracts that clearly state the monitoring and measuring factors in order to guarantee 

collective success.  

According to Jensen and Meckling (1976), monitoring team production and shirking 

behavior among members in a collective are the principal institutional factors 

constraining the success of an organization. Eggertsson (1990) argues that organizations 

are designed not only to reduce shirking and opportunistic behavior, but also to facilitate 

coordination which is a costly activity. Cooperative production involves various 
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contractual structures that should be carefully analyzed to avoid asset appropriation (hold 

up) by other firms.  

The aforementioned is important because collective dairy initiatives (dairy 

cooperatives) engage in risky short-term and long-term contractual relationships for 

production and sometimes property rights, and these contractual relationships are usually 

vaguely defined, which in the case of a dispute, a hold up of assets of one contract holder 

by the other may occur. For example, some dairy farmers in the region of ―Altos Sur‖ 

engaged in an investment to build a milk processing plant with their milk buyer. These 

dairy farmers give a discounted price per each liter of milk sold to the buyer, while the 

buyer invested this savings into the construction of new processing plant. Because of a 

misunderstanding by the people involved in the contract about property rights, if a 

dispute occurred, the part who owns a larger investment would hold up the other part by 

appropriating the processing plant or the savings.  According to Klein, Crawford and 

Alchian (1978), after a specific investment is made and quasi-rents are created, the 

possibility of opportunistic behavior is real. One way to solve this problem is to create a 

vertically integrated organizational structure and to write clear and enforceable property 

rights into contracts. Campbell and Lindberg (1990) define property rights as the rules 

that determine the conditions of ownership and control over the means of production. 

With this solution, the collective action design becomes a social and economic incentive 

that could motivate dairy farmers to trade their milk through an organizational structure 

rather than directly to the oligopsony power.  
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Vertical integration and vertical coordination 

According to Sexton and Iskow (1988), the economic essence of a cooperative 

(collective action) is to achieve joint vertical or mutual integration to overcome the vast 

scale discrepancies that normally exist between the farm sector and the upstream (when a 

business supplies its own productive inputs) or downstream (when a firm moves into 

production stages that are closer to consumers) industries. When farmers integrate 

downstream, they form marketing cooperatives; while joint upstream integration results 

in purchasing and/or supply cooperatives. According to Aust (1997), under the vertical 

integration structure, the cooperative owns the processing facility and all of the assets of 

production, which results in reduced transaction costs through internalizing the 

production and processing of specific assets. She conducted an institutional analysis 

among early stages of vertical coordination versus vertical integration in the broiler 

industry and observed that vertical coordination is more advantageous than vertical 

integration because of its flexibility. In addition, vertical coordination, either through 

ownership integration or contractual arrangements links product characteristics and 

production processes to consumer preferences (Royer J. 1995). This suggests that the 

dairy farmers in this study might prefer to engage in contractual relations with a buyer 

instead of creating a new business where large investments of specific assets are required. 

Therefore, it would seem that if the institutional framework facilitated collective action, 

dairy farmers would have an advantage if they organized collectively. The question then 

is ―Why don‘t they form a collective?‖ the answer comes from new-institutional theory. 
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New institutionalism theory 

In order to analyze dairy farmers‘ perceptions about participating in collective 

entrepreneurial action initiatives, it is necessary to understand the institutional framework 

surrounding them. According to Alston et al (1996), an institutional framework consists 

of formal and informal rules and their enforcement which affect the structure of 

economic organizations and contractual arrangements. It is the institutional framework of 

a social system consisting of norms that guide interaction; however, there are subsystems 

such as the economic system or the state apparatus in which primary sets of purposive-

rational action are institutionalized (Habermas 1970).  

Habermas believes that a society will not cross the threshold to modernization ―as 

long as the development of subsystems of purposive-rational action remains within the 

limits of the legitimating efficacy of cultural traditions (Habermas 1970).‖  In this 

context, an institutionalized culture might encourage or discourage dairy farmers from 

participating in collective action because the institutional framework designed to 

facilitate market transactions might be influenced by cultural behaviors of making 

transactions with individuals in society. According to DiMaggio (1994), there are three 

major arguments concerning the role of culture in constituting a market society. ―First, 

culture constitutes rational actors, the atoms of the market economy; second, ideas, 

cognitive technologies, and related institutions create enabling frameworks for market 

economies; third, people use culture to interpret and adjust to market institutions and 

relationships.‖  

The influence of culture on market functionality has been evolving from the central 

themes in classical sociology to new institutionalists in economics. This has led 
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sociologists to examine economics and to merge these approaches into new 

institutionalism flows (Nee V. 2001). According to Putnam (1993), the new 

institutionalists differ among themselves on many points. However, they agree on two 

points: first, institutions shape politics and influence outcomes because they shape actors‘ 

identities, power, and strategies. Second, institutions are shaped by history because they 

follow a ―path dependent‖ course. 

 New institutionalists, both economists and sociologists, perceive institutions as a 

determinant factor for economic performance.  Williamson writes that, ―Institutions 

matter and are susceptible to analysis as an interdisciplinary combination of law, 

economics, and organization (Williamson 1996).‖ And Dobbin writes, ―Institutions range 

in complexity from simple customs of exchange to elaborate modern states (Dobbin 

2004).‖ According to North (1991), institutions are the rules of the game in a society. 

They structure incentives for human exchange, whether political, social or economic. 

Consequently, they reduce uncertainties created by incomplete information concerning 

human interaction. For Scott (2001), institutions are social structures composed of 

cultured-cognitive, normative, and regulative elements that together with associated 

activities and resources, provide stability and meaning to social life.  

In this research, the new-institutionalism is focused on new institutional sociology 

and the new institutional economics. On one hand, the focus is on the analysis of 

cognitive and cultural frameworks explored by new institutional sociology (DiMaggio 

and Powell 1991; Scott 2001; Nee and Ingram 2001); and on the other hand, the focus is 

on the analysis of normative and regulative frameworks (North 1990; Williamson 1991; 

Williamson 2000) and the assumption of positive transaction costs in the enforcement of 
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formal and informal rules (Coase 1988). Together, these new institutionalisms provide an 

interdisciplinary framework for exploring and understanding dairy farmers‘ perceptions 

about collective action. 

Informal institutions and the new institutional sociology  

According to Furobotn and Richter (2002), informal rules are customs referring to 

regularities that must be perceived, learned, memorized, and passed on. They see the 

evolution of informal rules (customs) as the force that in the end may lead to institutional 

change. North (1990) argues that informal constraints come from socially transmitted 

information and are a part of the heritage that we call culture which is defined as ―the 

transmission from one generation to the next via teaching and imitating knowledge, 

values, and other factors that influence behavior.‖ Granovetter (1985) argues that formal 

institutions have limited ability to support exchange, but social networks embodying 

informal institutions such as norms and trust play a crucial role. 

 According to Putnam (1994), collective action becomes easier in a community 

that has inherited a substantial stock of social capital in the form of norms of reciprocity 

(trust) and networks of civic engagement. Coleman (1988) first popularized the notion of 

social capital.  Social capital can be defined as ―networks together with shared norms, 

values and understandings which facilitate cooperation within or among groups‖ 

(National Economic and Social Forum, 2003). For Stone (2001), social capital consists of 

networks of social relations which are characterized by norms of trust and reciprocity 

which can be understood as a source of collective action. Persons acquire social capital 

when they come into contact with others and create social networks to facilitate their own 

well-being (Putnam, 2000, Grootaert et al, 2004). Most authors identify several types of 
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social capital.  Putnam (2000) identifies two kinds of social capital—bonding and 

bridging.  Bonding social capital is made up of links that tie people with similar 

demographic characteristics together to provide mutual support, and bridging social 

capital helps link people to outside sources of information and resources.    

The World Bank Group (Grootaert et al, 2004) sub-divides Putnam‘s ―bridging‖ 

social capital to distinguish between horizontal linkages and vertical linkages.   These 

authors limit the use of bridging social capital to horizontal connections between persons 

of similar power and use the term ―linking social capital‖ to refer to networks that cut 

across power differentials. Woolcock (1998) not only refers to social capital as levels of 

trust, ties and norms binding individuals, but also as an unqualified ―good,‖ i.e. 

something to be maximized. Woolcock (1998) also considers the structure of the state, 

the nature and extent of its involvement in civic and corporate life and the organization of 

society as the factors contributing to success or failure in collective efforts and 

socioeconomic development. 

Stone (2001) divides social capital into two groups of indicators to be used in social 

capital research. On the one hand, she clusters a group named proximal indicators which 

includes formal and informal networks, which are analyzed as a structure of social 

relations (bridging social capital). She also includes in the same cluster norms of trust and 

reciprocity which are analyzed as qualities of social relations. She classifies both norms 

of trust and norms of reciprocity as follows: norms of trust include norms of trust among 

families, generalized trust, and civil/institutional trust. Norms of reciprocity include 

cultures of reciprocity within a given network, reciprocal behavior and reciprocal benefits 

of network participation (bonding social capital). On the other hand, Stone (2001) 
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clusters a group called distal indicators which are outcomes of the proximal cluster such 

as employment rate, marital relations, family income, heath status, business confidence 

and so on. Grootaert et al. (2004) proposes another approach to research of social capital. 

They argue that extensive empirical work has revealed three useful proxies for measuring 

social capital: membership in local associations and networks, indicators of trust and 

solidarity, and indicators of collective action. 

O‘Brien et al. (2005) noted that whatever may be the social capital among members 

of a group they must still participate in a global economy. The real challenge is to find 

ways to connect current bonding social capital with forms of bridging social capital that 

do not destroy it.  This means first to understand what are the universal collective 

problems facing any aggregate of persons seeking a common goal and second to 

recognize that there are many paths that will fit into one of the three strategies for solving 

the public goods problem: coercion, selective incentives and federated groups (Olson 

1971). 

Measurement and creation of social capital surrounding dairy farmers in the region of 

―Altos Sur‖ is a challenging situation because traditionally, most dairy farmers in the 

―Altos Sur‖ region have produced without written formal contracts. On the one hand, this 

gives them freedom to decide the best market for their milk, but on the other hand, this 

reduces their bargaining power with buyers because buyers decide quantity, quality and 

price of the milk. Consequently, it is expected that not only will the dairy farmers‘ lack of 

experience in developing formal contracts increase their distrust in contract transparency 

and enforcement, but it will also create a lack of connection and inclusion in the milk 

production network. This challenge to improving social capital and aiding community 



 22 

development in employment and education might need a new path of development 

whereby dairy farmers can improve their interaction with formal and informal networks 

in the dairy industry. For example, O‘Brien and Wegren (2002) found that during the 

early post-Soviet period, Russian peasant households depended almost exclusively on 

highly dense personal helping networks and were adverse to bridging ties. This occurred 

not because of cultural factors, but rather because of the uncertainty in the formal 

institutional environment.  Once formal institutional stability developed after 2000, there 

was ample empirical evidence showing that households began to build more bridging 

social capital through more expansive social networks and, in turn, they took more 

economic risks by increasing land holdings (O‘Brien et al. 2007).  In short, formal 

institutional change brought about an increase in social capital. 

 

Formal institutions and the new institutional economics 

According to Mantzavinos (2001), formal institutions refer to (a) the state as an 

enforcement agency, (b) the enforcement of property rights, (c) law and social order, and 

(d) social institutions that constitute the rules of the game for every society. Furubotn and 

Richter (2000) argue that as a result of the imperfections found in the real world, formal 

institutional arrangements such as constitutions, laws, contracts, and charters are 

inevitably incomplete. They say formal institutions are monitored by the state as a third 

party involved, not only because they regulate economic activity and formal relations 

between people in society (Megginson and Netter 2001), but also because they define the 

conditions that make transactions possible, including the contract limits and property 

rights, and they also hold the power to legitimize various concrete institutional 
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arrangements (Fligstein N. 2001). Samuelson and Nordhaus (1999) refer to regulations as 

the norms or incentives set in the market to control the firms‘ decisions regarding prices, 

sales and production. They distinguish between two types of regulations; (a) economic 

regulation is oriented toward controlling prices, quality of service, and entry and exit into 

a specific industry, and (b) social regulations, which seek not only to protect natural 

resources, health and social security of workers and consumers, but also to protect from 

possible externalities generated by economic activity.  

This research analyzes three formal institutions: the state, the market and the firm. It 

is assumed that they are tied into and interact with individuals to make society work. 

However; these institutions vary from town to town, region to region and country to 

country. Perceptions regarding clear and enforceable property rights in contractual 

relationship concerning the production of milk among dairy farmers in the region of 

―Altos Sur‖ may help to explain their lack of interest in collective action among dairy 

farmers in that region.      

First, this research refers to the state as the government. The government perceives 

the need to regulate monopolies, to intervene in the case of externalities, and to provide 

public goods (Megginson and Netter 2001). According to Coase (1988), the government 

is able to influence the use of factors of production by administrative decisions since it 

has at its disposal the police and other law enforcement agencies to make sure that its 

regulations are carried out. Consequently, the institutional analysis of this research 

includes the examination of the state‘s role in dealing with the economic activity of 

economic organizations in a formal market structure (Campbell and Lindberg 1990).  
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Secondly, a firm is an economic organization that operates through contractual 

relations to maximize economic activity (Joskow 1993). The firm deals with formal 

institutions regarding the existence of clear and enforceable property rights in contracts. 

This will happen when the firm decides to make transactions through the market, which 

includes the cost of negotiating and concluding a contract (Coase 1988). 

Eggertsson (1990) distinguishes between three categories of property rights. First, 

there is the right to use, to transform and to destroy an asset. Second, there is the right to 

earn income from an asset and contract over the terms with other individuals and third, 

there is the right to transfer and to sell an asset. However, when a firm has to make a 

specific investment that requires a long-term contractual relationship, it is recommended 

that it integrate vertically in order to reduce opportunistic behavior and hold up problems. 

These problems might arise from quasi-rents of this specific investment not being able to 

be divided up appropriately in advance due to the impossibility of writing detailed long-

term contracts (Hart and Moore 1990).  One example of appropriation of quasi-rents is 

cited by Klein B., Crawford R., and Alchian A. (1978) concerning the automobile 

manufacturing agreement between General Motors and Fisher Body. In that agreement, 

GM signed a clause whereby GM agreed to buy all its closed bodies from Fisher for 10 

years. In exchange, Fisher made a specific investment to produce car bodies and signed a 

contract that avoided possible opportunistic behavior by GM keeping them from asking 

for lower prices of car bodies. However, on the hand large opportunities for Fisher to take 

advantage of General Motors by demanding a monopoly price for the car bodies were 

created by signing that clause.     
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The market is the third formal institution analyzed in this research. According to 

Coase (1988), markets are institutions that exist to facilitate exchange; that is, they exist 

in order to reduce the cost of carrying out exchange transactions. Furubotn and Richter 

(2000) refer to the market as the social arrangement that facilitates repeated exchange and 

consists of a set of institutional rules plus people who create and apply such rules to 

trade. This research refers to the market as the institution that provides services for 

completing a transaction when this transaction should not be carried out within a firm 

(Hart and More 1990).  A vertically integrated firm appears as the best option to 

maximize benefits and minimize transaction costs. A vertically integrated firm reduces 

market transactions by eliminating the costs of writing, monitoring, enforcing and 

bargaining contracts and avoids asset appropriation or the hold-up problem (Klein, 

Crawford and Alchian 1978).  

Farmers‘ certainty in the enforcement of property rights and reducing transactions 

costs involved in contract failure are a responsibility of government institutions and law 

enforced mechanisms. According to Eggertsson (1990), property rights and transaction 

costs are central to contracts whose structure depends on the legal system, social customs, 

and the technical attributes of the assets involved in the exchange. He argues that the 

more supportive the legal environment is (e.g., third party enforcement and transparency) 

and the stronger the ties of social customs and social control, the less specific the written 

contracts are. Coase (1988) suggests that another factor that should be noticed is that 

exchange transactions on a market compared to the same transactions organized within a 

firm are often treated differently by governments or other bodies with regulatory powers. 
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North (1990) argues that formal rules can compliment and increase the effectiveness 

of informal norms, but they also may be enacted to modify, revise or replace informal 

constraints. He notes that formal rules include political (and judicial) and economic rules, 

property rights and contracts. According to Krishna and Shrader (1999) dairy farmers‘ 

social interactions are embedded in both formal and informal institutional ties. They 

argue that the lack of both bonding and bridging social capital can become an 

institutional constraint to participating in collective action because it is directly correlated 

with: (a) access to information such as price of inputs and new markets for milk, (b) the 

creation of social networks that facilitate farmers, interaction and discovery of production 

alternatives, (c) written and non-written contracts, and (d) homogeneity and heterogeneity 

among farmers. 
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CHAPTER 3. METHODOLOGY 

 

This research employed a cross-sectional survey research design to identify how 

perceptions of formal and informal institutions influence dairy farmers about 

participating in collective entrepreneurial action in the region of ―Altos Sur‖ in Jalisco, 

Mexico. 

 

Unit of analysis  

 

One hundred dairy farmers throughout the region of ―Altos Sur‖ in Jalisco, 

Mexico participated as the subjects of this research about how dairy farmers‟ perceptions 

of formal and informal institutional factors affect them concerning participating in 

collective entrepreneurial action. All dairy farmers in the region of ―Altos Sur‖ interact 

in the market as price takers. In order to collect data, we used a nonprobability sampling 

method. Interviews in this research were made with those farmers who were available 

and willing to participate. The interviews were conducted face-to-face. Considerations for 

the selection of participants included: 

a)  Geographic Location — The region of ―Altos Sur‖ historically is not only 

recognized as one of the more important areas in producing milk, but also is the region 

where milk production is considered the principal pillar in supporting the socioeconomic 

activity of its population. This region counts 6,667 square kilometers and includes 13 

counties (Wikipedia, 2007); however, dairy activity is principally centered in four 
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counties (San Julian, San Miguel el Alto, Jalostotitlan and Jesus Maria. They are cited in 

figure 1), our sample was limited to these four counties. 

b) Milk Buyer  – A second consideration was to select dairy farmers who sold milk 

to different milk processors. In the region of ―Altos Sur,‖ there are few milk buyers. 

―Liconsa‖ and ―Sello Rojo‖ are the principal buyers; however, there are a few smaller 

processors and milk collectors who buy milk from those farmers who are unable to sell to 

―Liconsa‖ and ―Sello Rojo.‖  According to the number of dairy farmers registered in the 

census of the State of Jalisco (CIDI, 2006), the dairy farmer population in the four 

counties of this study was 3476, a high proportion of this amount were farmers with less 

than 10 cows. In 2006, the government corporation (Liconsa s.a. de c.v.) recorded around 

500 dairy farmers from these counties who delivered milk to its collection centers. This 

research focused on having a representative number of milk buyers in the sample. 

However, some other buyers interacted in the market as milk traders because they bought 

milk from those dairy farmers lacking transportation and resold that milk to Liconsa. A 

few milk buyers made cheese or traded milk to other states.  

c) Size of Farms – Our third consideration in selecting participants was the size of 

farms.  According to the dairy farmers‘ census of Jalisco state (CIDI 2006), a small 

proportion of the dairy farmers in the region of ―Altos Sur‖ milk less than ten cows, and a 

larger number milk between ten and one hundred cows. This census reported that the 

average number of cows per herd (hato) varied from 50 to 90 cows in each county. 

Consequently, this research used a quota sampling method rather than probability 

sampling method to choose dairy farmers who wished to participate as subjects of this 

study. It was convenient to use ―quota sampling methods‖ because dairy farmers were 
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categorized in subgroups and these were proportional to the number of farmers in the 

larger population.  

 

The sample in this research includes three sizes of dairy farmers; (i) large, dairy 

farmers who owned more than one hundred cows (18%) and who also received the 

highest fixed price and had a captive market for their milk, (ii) medium-sized dairy 

farmers who milked a herd between fifty and ninety-nine cows (28%) and who also faced 

an unpredictable market for their milk and received a variable pricing per liter of milk, 

and (iii) small dairy farmers who milked less than fifty cows (54%) and who also 

received the lowest price while facing more uncertainty in marketing their milk.  

In addition to these three groups of farmers, there were those farmers who owned 

fewer than 18 cows. These farmers were not included in the sample because in most 

cases, dairy activity was not the principal source of income in their households. 

  

Respondents  

A first attempt to contact dairy farmers was made by interacting with the head of 

the dairy farmer association in the region of ―Altos Sur.‖ He wrote us a recommendation 

letter. We used this letter to invite each dairy farmer to participate in the interview 

process (see letter in appendix 1). Most of the respondents were males (98%). Ninety- 

three percent of the participants were married, fifty-four percent range in age between 30 

and 50 years old, and 22% were older than 60 years old. Most of them (74%) had been 

milking cows for more than 16 years. Almost three-fourths (74%) had six or fewer years 

of formal education. All of the dairy farmers in the sample practiced Catholicism. All of 
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the interviews were conducted in private at the most convenient time of the day for the 

farmers, between May and July, 2006. No one refused to be interviewed and all questions 

were answered. The dairy farmers‘ anonymity is protected. All surveys were fully 

completed and conducted in Spanish.  

 

Data Collection  

 

Instrument 

Data was collected using our own designed structured survey with questions based on the 

theoretical orientation of the new-institutionalism in sociology and economics. The 

survey design also was based on three reliable and valid instruments previously used in 

other research: (a) an integrated questionnaire for measuring social capital (Grootaert et. 

al. 2004), (b) the social capital assessment tool (Krishna and Shrader 1999) and (c) a 

theoretical informed measurement framework for researching social capital in family and 

community life (Stone W. 2001). 

 The interview guide included 169 questions (see appendix 2).  Questions were 

designed to identify institutional factors encouraging and discouraging the farmers‘ 

participation in collective action. Institutional indicators analyzed came from both the 

new-institutional sociology and new-institutional economics approaches. Indicators in 

new institutional sociology included those regarding culture where bonding and bridging 

social capital were the principal indicators for analyzing perceptions about participating 

in collective action. Dairy farmers‘ perceptions of new-institutional economics factors 

included those regarding government, the market and the economic organization, dairy 
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farmers‘ perceptions of enforcing property rights among contractual relations, 

government interaction, perceptions of trust in law enforcement, and transaction cost 

perceptions for completing and enforcing contracts.  

Each survey included five sections of questions: section 1 included warm up or 

introductory questions about socioeconomic institutional factors and collective action. 

Section 2 included questions regarding perceptions of formal institutions based on the 

new-institutional economics approach. In section 3, we asked questions regarding 

perceptions of informal institutions based on the new-institutional sociology approach. In 

section 4, we included indicators about the milk industry and production system. In 

section 5, we included all socio-demographic information. Socio-demographic 

information was left to the end of the interview because some questions might be 

sensitive to respondents and consequently influence responses (Schmidt et at. 1999, Fink 

A. 2003).  

Questions in each section were categorized and close-ended (See attachment 2). 

For example, sections 1 and 2 included questions rated ‗1: strongly agree‘ to ‗5: strongly 

disagree,‘ and yes/not questions. In section 2, we asked three subsets of questions. Set 

one included perceptions on government, set two included perceptions of the market, and 

set three included dairy farmers‘ perceptions about economic organization. In section 3, 

various ways of asking questions were included: rated ‗1: very important‘ to ‗5: not 

important at all.‘ Questions about general views regarding social capital were rated ‗1: 

always‘ to ‗5: never‘ including those questions about informal networks, such as family 

relations, friends and neighbors networks. This section also included ‗yes/no‘ questions 

regarding formal networks and access to information, norms of trusts, trust to estrangers, 
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formal institutional trust and reciprocity norms. Sections 4 and 5 used categorical, 

discrete and quantitative questions. In all sets of questions the ‗not answer N/A‘ or ‗not 

apply N/A‘ was included as an option to be answered.  

Likert scales were used in order to rank respondents‘ preferences in an ordinal 

way going from lower level of perceptions to higher levels. This way of asking questions 

is supported by LeCompte and Shensul (1999). 

 

Procedures  

 

We used the referral letter noted earlier in the section on respondents‘ 

characteristics.  We asked for the dairy farmers‘ consent to participate in the interviews. 

Dairy farmers were contacted at different locations, although most of them were 

contacted at their farms, some were contacted at the milk delivery centers, and a few 

were located at their houses. They were directly invited to participate in a face-to-face 

interview. Face-to-face interviews offer a high response rate and more information is 

usually collected (Shmidt et al. (1999). The interview was scheduled by appointment. We 

carefully avoided missing data, but also managed the interview process in an appropriate 

way to get respondents to understand and answer accurately. The interviewing time 

ranged from 75 to 100 minutes.  The interviews were taken in the mornings after the first 

milking activity or late in the evening after the second milking activity. 

  

Data analysis 
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Once data was entered into the SPSS program, we proceeded to identify the 

institutional factors to be included in our analysis. We started our analysis by describing 

and identifying institutional indicators.  In order to select specific institutional factors 

from each section of the questionnaire that influenced the dairy farmers‘ views about 

collective action, and because we collected rank order data, we ran Spearman‘s rho 

coefficient correlations of perceptions about participating in collective action including 

dairy farmers‘ perceptions of formal and informal institutions. We also rearranged the 

data treating variables to be used in the analysis as continuous and discrete, categorical 

nominal and ordinal, and quantitative variables (Fink 2003, Miller 2001). Our data set 

was reviewed to make sure that it was complete, that data was coded correctly and that 

there was no missing data.  

We recoded variables based on the dairy farmers‘ perceptions to be analyzed by 

reordering the direction of the answers for each question. For example, some questions 

leading affirmative answers ranked from ―strongly agree‖ to ―strongly disagree.‖ These 

questions were recoded into opposite directions ranked from ―strongly disagree‖ to a 

―strongly agree‖ leading direction.   

We also recoded variables into three point scales. Initially, we grouped our data 

set into five- point liker scales; however, we transformed them into three-points liker 

scales on each ordinal section because it increased cases in each category and produced a 

more normal distribution (Sudman and Bradburn 1982). Accordingly, ―strongly agree‖ 

and ―agree‖ were coded as 1, ―neutral/don‘t know‖ were coded as 2, and ―strongly 

disagree‖ and ―disagree‖ were coded as 3 in some of the questions. Other questions were 

coded in the opposite direction ―strongly disagree‖ and ―disagree‖ were coded as 1, 
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―neutral/don‘t know‖ were coded as 2, and ―strongly agree‖ and ―agree‖ were coded as 3. 

Other scales used were ―always‖ and ―most of the time,‖ coded as 1, ―sometimes, 

neutral‖ was coded as 2, and ―rarely‖ and ―never‖ were coded as 3. This scale was also 

coded in an inverse or opposite form. Sudman and Bradburn (1982) and Garson (2007) 

suggest reorganizing data in this way because recoding data into three-point scales 

increases the number of cases in each category and produces a more normal distribution 

overall. 

In addition, we ran frequencies on all data in a regular basis as soon the data was 

entered which permitted us to find inappropriate entries. Consequently, prior to analyzing 

our data, we made sure that data was cleaned and entered accurately. Subsequently, we 

ran and observed a frequency distribution of each indicator collected in the survey. By 

using principal components and scaling analysis, we continued our data analysis by 

reducing the size of the data going from 169 variables into a more manageable data set 

that showed relationships more clearly.  LeCompte and Shensul (1999) recommend 

reduction of large amounts of survey data which seeks to analyze the way in which many 

social, cultural, or environmental factors influence individual behavior. 

In order to find an accurate measurement of the dairy farmers‘ motivations to 

participate in collective action we compared as many indicators of collective action with 

a data reduction procedure called ―principal component analysis.‖ Then, we eliminated 

those variables with low correlation or low eigenvalue in the group of variables inside 

each component. As a result, we use scaling analysis to test alpha reliability for the 

collective action component. Those components that showed a high reliability were 
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transformed into factor scores which resulted in a new variable named ―collective 

action.‖  

 

 

Principal Components Analysis and Scaling 

 

As mentioned above, our data set contained 169 variables pertaining to dairy 

farmers‘ perceptions of formal and informal institutional factors. The goal of this part of 

the analysis was to reduce the size of the data set into a smaller and more useable number 

of variables. In order to obtain the accurate indicators that explain dairy farmers‘ 

perceptions of formal and informal institutions that influence their decisions and 

motivation to participate in collective entrepreneurial action, we used principal 

component analysis as the extraction method, to reduce the number of variables and 

eliminate redundancy among correlated variables which are allocated automatically by 

the SPSS program into a specific number of principal components. When using principal 

component analysis, the product we obtained is a set of factor loadings which are the 

correlation coefficients between the variables (rows) and factors (columns) and account 

for most of the variance in the observed variables (Hatcher, L. 1994). Similar to 

Pearson‘s correlation (r), squared factor loading is the percent of variance in the variable 

explained by the factor. The aggregate variables on each factor are the eigenvalues or 

characteristic roots which measure the variance in all the variables that are accounted for 

by that factor (Tabachnick 1996, Tacq 1997, Garson 2007). Consequently, variables for 

the analysis were selected by transforming that factor into factor scores. 
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According to Herman (1998), there is no consensus on how many cases are 

needed to do factor analysis.  In our research, we followed the rule suggested by Garson 

(2007) that the number of subjects should be five times larger than the number of 

variables.  We used a maximum of 20 variables in the analysis, which is one-fifth the size 

of our sample, in the reduced factor analysis, which falls within Garson‘s rule.  In 

addition, it is suggested that in studies with relatively small numbers of cases, the number 

of variables or indicators for each factor should be no less than three (Mulaik, 1992, 

Stevens 1992). A factor analysis loading with less than 3 indicators per factor should be 

tested for reliability (Mulaik 1972)  and the loading size of each variable  in the factor 

should be at least .300 as a reasonable cut-off (Comrey, 1993., Child, 1970; Garson, 

2007).  

The variance explained by the factors is another important criterion in deciding 

how many factors should be included in the analysis. Some researchers use the rule of 

keeping enough factors to account for 80% to 90% of the variation; however, where the 

researcher‘s goal is explaining variance with as few factors as possible, the criteria could 

be as low as 50% (Garson 2007). In our research, the variance explained by the factors is 

used to support the number of variables to be included and the loading size of each factor.  

For the purpose of our analysis, the criteria used to interpret factors after rotation 

was based principally in three indicators; (a) the loading size, (b) the number of indicator 

loading on each factor, and (c) the variance explained by the factors. In this context, we 

not only used principal component analysis to put institutional factors together, but also 

to create new variables. We created new variables using factor scores which are also 

called component scores in principal component analysis. In order to compute the factor 
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score for a given case for a given factor, one takes the case‘s standardized score on each 

variable, multiplies by the corresponding factor loading of the variable for the given 

factor, and sums these products, resulting in a new variable (Jackson and Borgatta 1981).   

Garson (2007) contends that it is important to differentiate that factor scores are 

quite different from factor loadings. He argues that factor scores are coefficients of cases 

on the factors where factor loadings are coefficients of variables on the factors. In order 

to get accurate variables from principal component analysis, we used scale reliability 

analysis to evaluate Cronbach‘s alpha reliability for each set of factor scores that were 

transformed into a new variable. According to Rummel (1970), a problem in developing 

a scale is to weigh the indicators being combined.  Rummel argues that factor analysis 

selects the indicators that correlate on each factor, then each factor will represent a scale 

based on empirical relationships among the indicators. 

 

Exploring the Economic Sociology Foundations 

 

The methodology above led us to find the dairy farmers‘ perceptions that 

influenced participation in collective entrepreneurial action in the regional milk industry 

of ―Altos Sur.‖ We used principal component analysis with varimax rotation of the data 

set of the one hundred dairy farmers. This rotation revealed three factors explaining 

57.22% of the variance (see Table 3.1).  

From these factors, we identified factor one as the factor that explained most of 

the variance (20.3%). Factor one included four indicators of collective action with a 

loading size ranging from .490 to .873 (see table 3.1).  
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When two of the four indicators in factor one were eliminated, the resulting two 

indicators formed a scale with an alpha reliability = .812.  These indicators, highlighted 

on component 1 in Table 3.1 were:  ―I would like to group with other farmers in order to 

sell my milk‖ and ―selling my milk as a member of a group is very important,‖ we 

computed their factor scores to form a new variable named ―collective action‖ This new 

variable became one of the predictor variables used in the analysis in Chapter 5. 

 
Table 3.1 Rotated component matrix. Collective action 

  Component 
 Institutional Variables  1 2 3 
V23. The way I sell my milk satisfies me. -.043 .735 .034 
V26. I would like to go into collective action with 
other dairy farmers. .490 -.359 .026 

V31. I am able to bargain the price of milk with my 
buyer. -.190 .158 .467 

V36. In the past, I received a fair price for milk.  .162 .856 -.047 
V37. As a group, we could bargain a better price of 
milk. .671 .046 .026 

V63. The current price I receive per liter of milk is 
fair. -.032 .819 -.032 

V79. Engaging only in a verbal contract is acceptable 
to me. .174 -.045 .735 

V80. I would like a written contract with my buyer. .155 -.119 .783 
V85. To engage in a formal contract makes me feel 
safe. .002 -.038 .747 

V86. I would like to work in a group with other 
farmers in order to sell my milk. .873 .072 .042 

V101. Selling my milk as a member of a group is 
very important. .811 .050     .050 

Percent of variance explained by factor 20.274 19.317 17.629 
Cumulative % of variance explained 20.274 39.591 57.220 

Cronbach‘s alpha reliability of V86 and V101 .812   
 

Formal institutional foundations of collective action 
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In order to identify what influenced dairy farmers‘ perceptions about participation 

in collective action, we analyzed their views of formal institutional factors, including the 

government, the market and economic organizations.  

 

 

Equation 1. Government‟s influence 

We expected that perceptions of dairy farmers regarding government intervention 

to improve or facilitate socioeconomic performance might have a significant influence on 

participating or not participating in collective action. Sixteen institutional factors were 

grouped to analyze perceptions on the government. The factor component analysis matrix 

revealed three factors explaining 61% of the variance (see Table 3.2). 

 We selected factor one in Table 3.2 as an indicator of ―dairy farmers‟ trust of the 

government.‖ This factor included seven variables: ―frequency of trusting the federal 

government,” “frequency of trusting the state government,” “how often social workers 

and extension workers act in your best interest,” “how often you trust the legal system,” 

“how often can you trust federal government agents to act in your best interest,” how 

often you can trust state government agents to act in your best interest” And “how often 

can you trust political parties to act in your best interests.” This factor contributed 35% 

of the 60% of the total variance explained. The loading of these institutional indicators 

ranged from .480 to .889.  Two items with lower factor loadings were eliminated and the 

resulting five item scale – variables 147, 148, 156, 157 and 158 – resulting in a 

Cronbach‘s alpha = .888 (See Table 3.2).  
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Table 3.2. Rotated component matrix.  Dairy farmers’ trust in government 

  Component 
Institutional variables   1 2 3 
V41. The government creates incentives for collective 
action among dairy farmers. -.088 .277 .767 

V43. The government interacts with the dairy farmers 
to find a better price for milk.  .170 -.167 .768 

V45. If a contract fails, my buyer has the law on his 
side. .121 .526 .085 

V93. In a group, there is no way to enforce property 
rights. -.321 .721 -.156 

V143. How often do you trust the legal system? .480 .059 -.175 
V147. How often do you trust the Federal 
Government? .710 .502 .148 

V148. How often do you trust the State Government? .662 .534 .196 
V155. How often can you trust political parties to act 
in your best interests? .623 -.071 -.032 

V156. How often can you trust agricultural extension 
or social workers to act in your best interests? .749 .067 .054 

V157. How often can you trust people from the 
federal government to act in your best interests? .890 -.083 .156 

V158. How often can you trust the state government‘s 
people to act in your best interests? .889 -.071 .208 

% of variance explained    35.079 13.290 12.477 
Cumulative % of variance explained 35.079 48.369 60.847 

Cronbach‘s α reliabilityof V147,V148,V156,V157 and 158  . 888   
 

To analyze the influence of the dairy farmers‘ perceptions of government 

influence on collective action, we used four variables. The variables used in this equation 

to estimate the dairy farmers‘ perceptions about participating in a collective in regards to 

government support were selected based on how these variables influenced the dairy 

farmers‘ views about government and the frequencies observed from the data. For 

example, this research found that most dairy farmers (94%) strongly agree that ―a captive 

market for my milk is a government responsibility,‖ and 63% strongly disagreed that 

―government helps dairy farmers with innovation and capacitation.” It was a generalized 



 41 

belief that government‘s role is to support the milk industry. However; dairy farmers in 

the region of ―Altos Sur‖ did not think that the government‘s engagement was helping 

them. These two indicators demonstrated that there is still a high dependence on 

government. The other two variables used in our first equation were ―dairy farmers‘ trust 

in government,‖ described in Table 3.2, and having a ―bargaining position with collective 

action.‖ We specified our first equation as follows:  

 

―Collective action‖ = ƒ{―a captive market for my milk is a government responsibility,‖ ―the 

government helps dairy farmers with innovation and capacitation,” “trust in government 

scale „α-reliability=.888‟,”” bargaining position with collective action” } 

 

Equation 2. Market influence 

To identify how the dairy farmers‘ perceptions of market institutional factors 

influenced their willingness to participate in collective action, we examined variables 

related to the dairy farmers‘ access to market information and their entrepreneurial 

experience. 

Two indicators of entrepreneurial experience loaded on the same factor: ―past 

membership in an entrepreneurial organization‖ and ―currently holding a membership in 

an entrepreneurial organization‖ with loadings of .903 and .898 respectively. The 

reliability analysis of factor one showed Cronbach‘s alpha of .761 (see Table 3.3). 

In addition to the ―dairy farmers‟ entrepreneurial experience,” we found 

―production system‖ and ―price per liter of milk received‖ to be better indicators of 

perceptions of ―entrepreneurial collectivism‖ among dairy farmers. The effect of each 

variable will be discussed in Chapter 5 using the following equation:  
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―Collective Action‖ = ƒ{―dairy farmers entrepreneurial experience „α-reliability=.761‟,” 

“production system,” “price per liter of milk received” } 

 

Table 3.3. Rotated component matrix: Market- entrepreneurial experience 

  Component 
 Institutional variables   1 2 3 
V29. Past membership in an entrepreneurial 
organization other than cooperatives .903 -.120 -.013 

V30. Currently holding a membership in an 
entrepreneurial organization .898 .099 .020 

V114. Currently I am member, of a non-profit 
organization -.034 .631 .562 

V115. I am an active member of a non-profit 
organization .001 .904 -.089 

V118. When I am involved in group activities, 
I feel a part of a team. .017 -.044 .930 

% of Variance explained 32.499 24.818 23.773 
Cumulative % of variance explained 32.499 57.317 81.090 

Cronbach‘s alpha reliability of V29 and V30 .761   
 

Equation 3. The economic organization‟s  influence 

 Dairy farmers‘ perceptions of institutional factors regarding economic 

organizations that influence their participation in collective action were also explored and 

new variables were created. We looked at indicators of ―shirking behavior,‖ ―hold up 

problem perceptions,‖ ―contracting experience,‖ ―formal contract engagement‖ and 

―contract failure cost enforcement,‖ ―farm size,‖ and ―production system.‖ However, 

only ―contract failure cost enforcement,‖ ―group size,‖ and ―production system‖ become 

predictors of dairy farmers‘ motivation to participate in entrepreneurial collective action. 

The procedure to create ―contract failure cost enforcement‖ as a new variable started by 

running principal component analysis with varimax rotation that revealed three factors 
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when six institutional indicators were included in the principal component analysis 

matrix (see Table 3.4).  

Table 3.4. Rotated component matrix. Contract failure cost enforcement scale 

  Component 
 Institutional Variables 1 2 3 
V79. Engaging only in a verbal contract is acceptable 
to me. -.802 -.063 -.167 

V80. I would like a written contract with my buyer. .864 .076 .179 
V81. If there is a contract failure I will be able to 
enforce my rights. .120 -.107 .933 

V82. If there is a contract failure, many transactions 
are necessary to enforce it. .023 .886 -.065 

V83. It is expensive to enforce contracts if one part 
fails. -.032 .895 -.031 

V85. To engage in a formal contract makes me feel 
safe. .692 -.251 -.326 

Percent of Variance Explained 
31.407 27.834 17.373 

Cumulative % of variance explained 31.407 59.241 76.614 

Cronbach‘s alpha reliability of V82 and V83  .766  
 
 

These three factors explained 77% of the variance; however, factor two that 

explained 31% of the variance and showed a minimum loading size of .886 and 

maximum of .895 was used in order to show the dairy farmers‘ perceptions regarding the 

expensive and long process of enforcing contract failure. Once reliability analysis of V82 

andV83 was shown, we used its factor scores to create variables named; ―contract failure 

cost enforcement,‖ scaled with a Cronbach‘s alpha reliability of .766. (Table 3.4). 

Consequently, indicators attached to the economic organization seeking to predict 

the dairy farmers‘ entrepreneurial collectivism attitudes were as follows:  

 

―Collective Action‖= ƒ{―contract failure enforcement scale „α-

reliability=.766‟,”team-feeling in group activities,” “group size” } 
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Informal institutional foundations of collective action 

As stated in our hypothesis, we expected that the dairy farmers‘ perceptions of 

informal factors would influence their desire to participate in collective entrepreneurial 

action. In order to analyze those institutional indicators of social and private trust, 

solidarity to each other, norms of reciprocity, social norms of behavior, civic attitudes 

and norms, social networks and networks of civil engagement, we grouped them into two 

forms of social capital, bonding and bridging (Putnam 1993, 2000).  

We analyzed the dairy farmers‘ attitudes regarding informal institutional 

indicators embedded in their social and private behavior.  

 

Equation 4. Bonding Social Capital Influence 

We used principal component analysis with varimax rotation to identify indicators 

of bonding social capital that might be related to participation in collective action (see 

table 3.5.) 

Four institutional indicators loaded on the first component (Table 3.5). This 

component explained 26.53 % of the total variance. These items were:  ―I talk to my 

family about problems in the milk industry,” “I support my children interests by 

attending activities at school or other social institutions,” “I listen to the needs of my 

family,” and “In the last 2 years I have spent a lot of time helping either a friend or a 

relative.‖ The minimum loading of indicators in the factor was .509 and the highest 

loading was .853. These four items formed a scale, which we called ―bonding social 

capital scale in the household‖, with a  Cronbach‘s alpha reliability of 679. (see Table 

3.5). 



 45 

In addition to the ―bonding social capital scale in the household,‖ four additional 

single indicator variables were used in the analysis of the effect of bonding social capital 

on farmers‘ views of collective entrepreneurship.  These were: ‖frequency of listening to 

the radio,” ―if I have a problem, there is always somebody to help me,” ”feeling with 

certainty in the milk industry, if joining other farmers,‖ ―feeling included and accepted in 

the community.‖ We used‖ frequency of listening to the radio” as an indicator of bonding 

social capital because dairy farmers did not use the radio as a source of market 

information about the milk industry. The principal source of information used by dairy 

farmers in regards to what was happening in the milk industry surrounding them was not 

the radio, television or newspaper. Dairy farmers‘ sources of information are very tied to 

milk processors (57%) and friends and neighbors (24%). We assumed that dairy farmers 

(76%) who answered, ―have listened to the radio almost daily‖ in our survey, use radio 

frequencies to strengthen bonding ties instead of using it as a production network. Based 

on direct observation during the collection of data and direct communication from dairy 

farmers who frequently listen to the radio was found that radio frequencies used are more 

tuned into programs such as country music and soap-operas that bond them to their 

customs and beliefs. Consequently, ―frequency of listening to the radio‖ in this research 

is an indicator that could be analyzed in both bridging ad bonding social capital. This 

research used it as a bonding indicator because, on the one hand, the radio is an 

instrument not only to entertain farmers with soap-operas and country music, but also to 

inform farmers about missing cows, funerals and other events that strengthen bonding 

relations rather than linking farmers to markets. The equation explaining this 

phenomenon is as follows and is explained in Chapter 5.  
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―Collective Action‖= ƒ{―if I have a problem, there is always somebody to help me,” ”feeling of 

certainty in the milk industry if joining other farmers,‖ ―feeling included and accepted,‖ ‖frequency of 

listening to the radio,” “bonding social capital scale in the household, „α-reliability=.679‟” } 

 
 

Table 3.5. Rotated component matrix: Bonding social capital in the household 

  Component 
 Institutional Variables 1 2 3 
V102. I talk to my family about problems in the milk 
industry. .705 .113 .285 

V103. I support my children‘s interests by attending 
activities at school or other social institutions. .699 -.024 -.223 

V104. I listen to the needs of my family. .853 .076 -.026 
V105. In the last 2 years, I have spent a lot of time 
helping either a friend or a relative. .509 .508 .165 

V106. I spend a significant part of my time with my 
family every day. .259 .107 .734 

V107. If I were in need of money, I would ask a 
relative to borrow money. .067 .775 .131 

V108. If I have an emergency in my household, there is 
a relative who can help. -.026 .760 -.389 

V130. My relatives act in my best interests. -.282  -.136     .573 
Percent of variance explained 26.534 18.552 14.943 
Cumulative % of variance explained 26.534 45.087 60.029 

Cronbach‘s alpha reliability of V102, V103, V104 and 
V105 .679   

 

Equation 5. Bridging social capital‟s influence 

Social and production networks surrounding dairy farmers‘ interaction with the 

milk industry were used to predict their collective entrepreneurial motivations. Principal 

component analysis was used to create a ―bridging social capital scale.”  

The component analysis matrix revealed two factors explaining 53.5 % of the 

variance (See Table 3.6). We created an index of bridging social capital with the factor 

scores obtained from the indicators that loaded on component one, which included four 

items that explained 31 % of the total variance. Then by using scale procedures, we 
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obtained a Cronbach‘s alpha reliability of .616 for this four bridging social capital index 

(see Table 3.6.) The informal institutional factors included in the bridging social capital 

scale were: ―I have three or more close friends whom I talk about my personal problems 

with,”  ―I have enough people who can provide me money in a emergency,‖ ―I have a 

friend who can help in a home emergency,‖ and ―I personally know most of the dairy 

farmers in my community.‖  The loading weight of each of these indicators is shown in 

Table 3.6. 

 

Table 3.6. Rotated component matrix: Bridging social capital scale 

  Component 
 Institutional Variables 1 2 
V109.  I have three or more close friends whom I talk 
about my personal problems with. .632 .128 

V110. I have enough people who can provide me money 
in a emergency. .741 .061 

V111. I have a friend who can help in a home emergency. .731 -.060 
V112. I personally know most of the dairy farmers in my 
community. .592 .226 

V120. In the last 12 months I have contacted a 
government institution regarding a community problem. .151 .763 

V121. In the last 12 months, I have contacted the 
government because of a personal problem. .029 .834 

Percent of variance explained 
30.961 22.531 

Cumulative % of variance explained 30.961 53.492 

Cronbach‘s alpha reliability of V109, V110, V111and V112 .616  
 

Four additional single variable indicators of bridging social capital were used in 

the analysis.  These were: ―communication inside the household,” ”time spent watching 

television,” “source of market information,” and “past entrepreneurial membership.” 

Their effects on perceptions of collective entrepreneurship are discussed in chapter 5.  
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We use the equation below to evaluate social networks influences on entrepreneurial 

collectivism motivation to practice collective action. 

 

―Collective Action‖  = ƒ{―bridging social capital scale „α-reliability=.616‟,” “communication  

inside the household,” ”time spent watching television,” “source of market information,” “past 

entrepreneurial membership” } 

 

Equation 6. Aggregated equation 

In the aggregated equation we combined all institutional indicators used in the 

previous five equations. The equation was specified as follow:  

 

”Collective action” = ƒ{Government + market + economic organization + bonding social 

capital + bridging social capital} 
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CHAPTER 4. DESCRIPTIVE ANALYSIS 

 

General description 

The first section of this chapter is a description of the demographic and 

production characteristics of dairy farmers in the region of ―Altos Sur‖ in Jalisco Mexico. 

The second section analyzes the formal institutional and organizational factors 

surrounding dairy farmers. These factors are grouped into three blocks: the state, the 

market and the economic organization. The third section explores informal institutional 

and organizational factors. These factors analyze culture in the form of customs, norms of 

behavior, beliefs, trust, and traditions grouped by the concept of bonding and bridging 

social capital.  

 

Dairy farmers in the region of “Altos Sur” 

The descriptive analysis in this chapter is based on a sample formed from one 

hundred dairy farmers in the region ―Altos Sur‖ in Jalisco, Mexico. Females represented 

only a very small proportion of the sample (2%)  All dairy farmers mentioned were 

practicing Catholics. Fifty-three percent in this sample were 41 years old or older. 

Ninety-three percent of these farmers were married. Seventy-four percent received a 

formal education of 6 years or less. Seventy-four percent have been producing milk for at 

least 16 years, and 38 % have been milking cows for more than thirty years. The smallest 

dairy farmer owned 17 cows and the largest dairy farmer owned 435 cows. The mean 

number of cows owned by dairy farmers was 65 in production with an average 

production of five gallons per day obtained in two milking periods per day. 
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Dairy farmers in the region of ―Altos Sur‖ milk their cows in various production 

systems. Twenty six percent have their cows feed on grass in pasture only, 24 % confine 

their cows all year long and 50 % mix grass feeding with the confinement system.  

However, 94 % of them use mechanical milking systems and only 6 % milk their cows in 

a traditional way by hand. Ninety-five percent of the dairy farmers in this sample produce 

milk free of hormones.     

There are three ways in which milk is collected from dairy farmers in the region 

of ―Altos Sur.‖ In the first method small dairy farmers deliver milk two times a day to the 

buyers‘ collection center. In the second method buyers pick the milk up directly from the 

dairy farm once a day. In this case, the dairy farmer stores milk in a tank with a 

controlled temperature.  The third way is for the buyer to pick milk up twice a day 

directly from farms that do not have a tank. Those dairy farmers who deliver milk to the 

collection center typically are small size, with lower levels of technology, and low levels 

of credibility among buyers. Those dairy farmers delivering from their farm are larger 

sized farms, have higher levels of technology and high levels of trust with their buyer. 

Dairy farmers delivering milk from their farm twice a day without a tank are the smallest 

in size and have lower levels of technology than the other two types of farmers. 

Sixty-three percent of the farmers, mostly middle-size farms, in the sample 

deliver milk to the buyer in their own trucks.  For the larger producers, the 26 % who 

have their own thermos tanks for milk storage, the buyers pick up their milk up directly 

from the farm. In the case of the remaining 11%, the small farmers, the buyers pick the 

milk up from them after they have finished milking two times each day. These farmers do 

not have transportation nor a tank with a controlled temperature.  
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The price paid per gallon of milk in ―Altos Sur‖ is variable. The lowest price a 

dairy farmer received for his milk in the region of ―Altos Sur‖ was $.83 per gallon and 

the highest price was $1.30 per gallon. The average price paid per gallon of milk in the 

region of ―Altos Sur‖ was $1.20 per gallon. This calculation was based on a currency 

conversion of one dollar = eleven pesos. 

 

Factors influencing “Altos Sur” dairy farmers‟ decisions to participate in collective 

action 

While seeking to explore factors encouraging and discouraging  the ―Altos Sur‖ 

dairy farmers‘ perceptions about participating in collective action, we found that most 

dairy farmers (60%) mentioned always having a buyer for their milk. However, 78% 

were dissatisfied with the way they sold their milk. Eighty-eight percent argued that it 

was hard to find another buyer who would pay more per liter of milk. Data showed that 

among these dairy farmers, there is uncertainty about how they can trade their milk in a 

different way. Forty-two percent of dairy farmers in this sample were neutral about the 

existence of an alternative way of trading their milk. However, data showed a general 

motivation to participate in collective action (81%) among these farmers and to explore 

new ways of trading their milk. 

Most of the dairy farmers in ―Altos Sur‖ lack entrepreneurial experience. Only 

22% have experienced entrepreneurial activities in an indirect way. However, dairy 

farmers with entrepreneurial experience are highly influenced by their milk buyer. For 

example, the entrepreneurial experience of these dairy farmers was acquired because they 

became involved in a partnership with their milk buyer to create an economic 
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organization called ―Lechera la Concordia,‖ which collects and processes surplus milk 

during the high production season. It is mentioned that the dairy farmers involved in this 

association own 60%  (Fundacion produce-Jalisco 2005) of shares. However, the dairy 

farmers who are involved and participated in this research feel that they are unable to 

make decisions and to control the economic organization, not only because their milk 

buyer determined the price paid per gallon of milk and owns a high proportion of assets 

in the economic organization, but also because there is a large diversity of farmers 

involved which reduces the chance for a creation of a collective bargaining position that 

might influence prices and create additional economic opportunities.  

Most of the dairy farmers‘ (97 %) perceptions about economic opportunities in 

the region of ―Altos Sur‖ make them unsure of how to bargain the price of milk. 

Consequently, most of the dairy farmers (96%) said the price of milk rarely rises while 

the price of inputs continually rises (87%). They also perceived that profit-per-liter of 

milk fell in the previous two years (96%).  

On the other hand, dairy farmers are very optimistic about participating in 

collective action. They think that organizing in a collective action scheme will give them 

the ability to bargain a better price for milk (79%), to sell any amount of milk they 

produce (73%), to lower the cost of inputs (85%), and to raise their profit-per-liter of 

milk (85%). 

   

Formal Institutions 

This section describes the dairy farmers‘ perceptions of government, the market 

and formal economic organization. These three principal formal factors may be 
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encouraging or discouraging dairy farmers to participate in collective action. In economic 

sociology the positive interaction of these three formal factors explains the economic 

performance of a society, since the state facilitates economic activities in the market by 

validating and enforcing contracts between agents of production (Trigilia C. 2002).  

 

 Government  

Dairy farmers in the region ―Altos Sur‖ not only lack interaction with the 

government, which doesn‘t provide them access to direct and indirect subsidies (85%) to 

acquire innovative technology, but they do not receive any incentives to move toward 

collective action (69%), and they also believe that the government hasn‘t established 

formal rights to promote milk activities (86%). However, the federal government does 

help these dairy farmers to find a better price for their milk. The intervention of the 

government in the milk market in the region of ―Altos Sur‖ is through buying milk 

directly from the farmers. Consequently, the government helps to satisfy the supply of 

milk and to stabilize the price of milk close to market equilibrium. 

These dairy farmers lack experience in engaging in formal contracts. Most of 

them are engaged in verbal contracts (77%) with their buyers. Only those dairy farmers 

selling to the government agency mentioned being engaged in a formal agreement (33%), 

but they did not understand these contracts. However, the dairy farmers not only 

disagreed with having government support to enforce contracts (60%), but they also 

thought that the buyers could influence the government to act against the dairy farmers‘ 

best interests (61%).  



 54 

Table (4.1) below shows the dairy farmers‘ perceptions of government 

involvement with support of contracts. Most of the dairy farmers (60%) rejected the 

possibility that the government would support them in enforcing their contract rights in 

the case of contract failure. Most (98%) of the dairy farmers in this sample did not have 

any kind of formal agreement with the state. 

 

Table (4.1) Dairy farmers’ views about engaging in formal contracts with 

government interaction that would support dairy participation in collective action.  

Institutional Indicator  N Mean  SD 
Strongly 

agree*/Agree Neutral  
Disagree/Strongl

y disagree 
I trust the government                                                                           
enough to have formal  
agreements with them.. 

100 2.0 .99 48 3 49 

I have a formal 
agreement with the 
government. 

100 2.7 .70 14 0 86 

I have engaged in a  
formal agreement 
with the government 
before.          

100 2.9 .28 2 0 98 

If a buyer fails a  
contract, the state 
will help enforce 
my rights 

100 2.5 .67 10 30 60 

If contract failure occurs, 
my buyer will influence  
the law to his side. 

100 1.5 .70 61 27 12 

* coded as 1 = Strongly agree/agree, 2 = Neutral/not sure, 3 = Disagree/Strongly Disagree 
 

In the same context, dairy farmers said they did not believe that the state could 

help them with enforcing contracts when engaging in formal contracts with third parties 

like their milk buyers (60%).  

 

The market 

The market as an institution is not the primary factor affecting the milk industry in 

the region of ―Altos Sur.‖ Dairy farmers are supported by a governmental agency that 

captures a proportion of milk supply. But, globalization does have an affect on milk 
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prices through imported milk products. Among dairy farmers in the study there is a 

strong resistance to accepting the market as the institution that regulates milk production. 

This resistance can be attributed to a cultural influence of having a secure market because 

the government used to purchase most of milk before signing the North American Free 

Trade Agreement (NAFTA) and current control of the market by milk buyers. Most dairy 

farmers in the region of ―Altos Sur‖ do not have alternative buyers for their milk (99%), 

they do not sign a contract to sell their milk and most of them are only engaged in a 

verbal understanding to sell their milk (77 %).  In short, there is an absence of clearly 

written and enforceable contracts between dairy farmers and milk buyers.    

Our sample showed that dairy farmers do not have options of where to sell their 

milk (99%). In addition, dairy farmers in this research are not engaged in formally written 

contract agreements with their buyers (95%). Consequently, they lack experience with 

those institutional factors involved in a formal contractual agreement such as clear and 

enforceable written property rights included in production contracts that might result in 

lower transaction costs.  

Table (4.2) below shows some indicators of dairy farmers‘ perception about the 

milk market. Their concerns are based on the lack of options for selling their milk (99%). 

Other factors constraining their success are related to their geographical location, which 

is influenced by the monopsony power of buyers.  Respondents mentioned being far 

away from other buyers who might pay more per liter of milk (94%). The dairy farmers 

in the sample also mentioned lacking access to milk market information (92%). However, 

their current quality of life and high cost of inputs have led them to believe that milk 
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prices are not fair (98 %). They mentioned that it would be more costly to sell milk in a 

different way than to sell milk to their current buyers (79%). 

Table (4.2) Current perceptions of dairy farmers’ interactions with the milk 

industry that might influence their participation in collective action. 

Institutional Indicator  N Mean  SD 
Strongly 

agree**/Agree Neutral  
Disagree/Stron

gly disagree 
I have many buyers                                                                          
for my milk.    100 2.9 .20 1 0 99 

I live too far away from 
other buyers who pay 
more per liter of milk.*                   

100 1.1 .45 94 1 5 

The price I receive  
per liter of milk 
is fair.    

100 2.9 .45 2 0 98 

I have access to  
information which can 
help me to find a better 
market for my milk. 

100 2.8 .43 4 4 92 

It would be more costly 
to sell my milk in a 
different  way than to sell 
it in my current way. 

100 1.2 .44 79 20 1 

*buyer who pays more locally doesn‘t want to buy more milk! 
**coded as 1 = Strongly agree/agree, 2 = Neutral/not sure, 3 = Disagree/Strongly Disagree 
 

Economic Organization 

This section describes the dairy farmers‘ interaction with the buyers. The 

economic organization which represents milk buyers has a big role to play in the way 

dairy farmers trade their milk in the region. Based on our data, currently, in ―Altos Sur‖, 

few milk buyers are found. ―Sello Rojo‖ (24%) and ―Liconsa‖ (14%) are the largest 

buyers. They are followed by milk buyers who sell milk out of the region and to the same 

―Liconsa‖ agency in their local towns. Another group of milk buyers are smaller milk 

collectors who drive from farm to farm and collect milk from those dairy farmers unable 

to deliver milk to bigger buyers. The number of farms that each milk collector is able to 

drive to varies between five and eight. These milk collectors deliver that milk to the state 

agency, which pays them the market price for their milk. 
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 Those dairy farmers (24% of the sample) who sell milk to ―Sello Rojo‖ are also 

involved in a specific investment with this buyer; the installation and operation of a milk 

processing plant to pasteurize and powder milk surpluses in the high production season of 

milk. Farmers selling to other buyers (73%) did not make any investment associated with 

those buyers. Twenty two percent of those farmers who engaged in a partnership with 

their milk buyer through a specific investment signed a contract. However, 68 % of the 

dairy farmers did not know their rights in that contract and believed the buyer could 

appropriate whatever they invested in the partnership to build a processor plant of milk 

surpluses. 

All of the dairy farmers in the sample described specific characteristics of their 

milk that are required by the buyers.  This includes supplying a homogeneous quantity of 

milk (81%) and passing a daily inspection program that monitors the quality of milk 

(100%).  

Table 4.3 describes dairy farmers‘ perceptions regarding their relationships with 

buyers. Dairy farmers in this region showed a strong disagreement about engaging in a 

verbal agreement only (74%). Currently, dairy farmers would like more stable and more 

formal relationships with their buyers (81%), which they believe should be based on clear 

written and enforceable contracts (81%). However, they showed less confidence in how 

rights written into contracts would be enforced in the event of contract failure (41%). In 

addition they showed a generalized belief that enforcing contracts is expensive and that it 

might require many transactions to complete them (88%). 

 
 
 



 58 

Table (4.3) Dairy farmers’ perceptions about engaging in formal contracts with milk 

buyers.   

Institutional Indicator  N Mean  SD 
Strongly 

agree*/Agree Neutral  
Disagree/Strongly 

disagree 
Engaging only in                                                                       
verbal contracts is  
acceptable to me. 

100 2.6 .67 11 15 74 

To engage in a formal 
contract would make  
me feel safe. 

100 1.2 .51 81 15 4 

 I would like a written  
contract with my buyer. 100 1.2 .50 83 13 4 

If contract failure occurs,  
I will be able to  
enforce my rights. 

100 1.8 .76 41 39 20 

If contract failure occurs 
more transactions and 
time will be necessary to  
enforce my rights. 

100 1.1 .33 88 12 0 

It might be expensive to 
enforce a contract failure.       100 1.1 .33 88 12 0 

* coded as 1 = Strongly agree/agree, 2 = Neutral/not sure, 3 = Disagree/Strongly Disagree 
 

The Law 

Dairy farmers‘ perceptions of the law and its enforcement have become 

institutionalized as one of the principal constraints that might determine the success of a 

collective organization. We found that most dairy farmers (68%) in the region ―Altos 

Sur‖ do not trust the law. These findings are colored by dairy farmers‘ perceptions of the 

police force as the institution that enforces the law. Seventy percent of the dairy farmers 

in this sample answered that they ―rarely‖ and ―never trust‖ the police, and only 10 % 

think that ―always‖ and ―most of the time‖ the police act in their best benefit. In addition, 

we found that dairy farmers‘ perceptions of the law enforcing property rights goes up 

when dairy farmers become engaged in collective action. However, forty-five % of the 

dairy farmers in this sample disagreed with that in a group or in collective action there is 

no way to enforce property rights, while 25% neither agreed nor disagreed.  
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Informal Institutions 

 

Bridging Social Capital  

Informal institutions that produce  bridging and bonding social capital,  were 

examined because of their potential impact on a dairy farmer‘s ability and/or willingness 

to develop the trust and social networks that are required to develop collective action  In 

Putnam‘s work,  ―where trust and social networks flourish, individuals, firms, 

neighborhoods, and even nations prosper‖ (Putnam 2000). 

 

Family Networks 

The data show that dairy farmers in the region of ―Altos Sur‖ are quite similar 

with respect to the relationships with their families. Most dairy farmers not only talk to 

their families about problems in the milk industry (81%), but also listen to their families‘ 

needs (88%) and support their children‘s interests by attending activities at school or in 

other social institutions (88 %). However, dairy farmers spend little time with their 

family everyday. This can be explained because milking activities require a lot of time on 

the farm. Our data shows that all farmers milk their cows twice a day. Nonetheless, a 

high level of family solidarity was observed among these dairy farmers. Most of them 

feel that if they had an emergency, ―always‖ or ―most of the time‖ there would be a 

relative who could help (85%), and if a need for money arose they could borrow money 

from a relative (73%). Also, 58% responded they had spent a lot of time helping a 

relative or a friend in the last two years and 40% think that always or most of the time 

their relatives act in their best interest. 
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Friend and Neighbors Networks 

Most dairy farmers (85%) in the region of ―Altos Sur‖ know personally most of 

the other dairy farmers in their community. However, 40 % of dairy farmers in this 

sample  said that they did not meet at least once a month with other farmers in the plaza, 

in a club or having a cup of coffee. Seventy-five percent of dairy farmers in this sample 

―strongly agreed‖ or ―agreed‖ that they had three or more close friends to talk about their 

personal problems, but they also said that they have friends who could help with a home 

emergency. These observations are supported by 79% of the dairy farmers who said that 

they visited or have friends visit them at least once a month. However, a smaller 

proportion (53%) of dairy farmers said that they did not have enough people who could 

provide money in an emergency (see Table 3.4) 

 

Table (4.4) Dairy farmers’ perceptions about friends and neighbor networks 

Institutional Indicator  N Mean  SD 
Strongly 

agree*/Agree Neutral  
Disagree/Strongly 

disagree 
I personally                                                                      
know most of the  
dairy farmers in my 
community. 

100 1.3 .72 85 0 15 

At least once a month, 
I meet with other dairy 
Farmers. 

100 1.98 1.0 51 0 49 

 I have 3 or more close   
friends with whom I talk   
about my problems. 

100 1.5 .87 74 1 25 

I have friends who can  
help me in case of a home  
emergency. 

100 1.47 .83 75 3 22 

I visit or have friends  
visiting me at least once  
a month. 

100 1.1 .33 79 0 21 

I have enough people who 
can provide me money in 
case of a emergency. 

100 1.9 .98 53 4 43 

* coded as 1 = Strongly agree/agree, 2 = Neutral/not sure, 3 = Disagree/Strongly Disagree 
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Formal Networks and Community Engagement 

Currently, dairy farmers in the region of ―Altos Sur‖ lack experience in formal 

relationships with entrepreneurial organizations. Many of them used to belong to an 

entrepreneurial organization because they were influenced by their milk buyer to engage 

in a plant to process the milk. However, over time, many of them have been asked to stop 

delivering milk to this buyer and consequently, to stop delivering milk to the processing 

plant where they were enrolled as entrepreneurial members. Forty-two percent of the 

dairy farmers in this sample mentioned having had enrolled in an entrepreneurial 

organization in their community and 22 % mentioned belonging to an entrepreneurial 

organization named ―La Concordia.‖  

Most dairy farmers said that they belonged to a producer association (92%) which 

supports them in finding lower prices for veterinary medicine and helps them network 

with their milk buyer, but this organization does not give them bargaining power against 

their milk buyer. Thirty-seven percent of dairy farmers in the sample said they were 

active members of this farmers‘ association.  All the dairy farmers said they practice the 

Catholic religion. However, only 19% are active members of the church. The same 

behavior was observed concerning dairy farmers‘ engagements with political and secular 

organizations. Seventy-one percent of the dairy farmers did not belong to any 

organization of this type.  Finally, most dairy farmers in this region have not had any 

interaction with any government organizations (78%) in order to solve community or 

personal problems (76%) in the last twelve months (see Table 4.5). 
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Table 4.5. Dairy farmers’ connectivity and community engagement 

Institutional Indicator  N Mean  SD Yes Don‘t know  No 
I was member of an 
entrepreneurial 
organization 
in my community.                        

100 1.16 .99 42 0 58 

I am a member of                                                                       
an entrepreneurial  
organization. 

100 1.56 .83 22 0 78 

I am a member of  
other organizations 
such as political,  
sport clubs, etc. 

100 1.42 .91 29 0 71 

I am member of   
a producer association  
in my community. 

100 .16 .55 92 0 8 

I am an active member  
in an association  
of farmers. 

100 1.19 .95 37 7 56 

In the last 12 months, 
I contacted a government 
institution regarding a  
community problem. 

100 1.6 .80 19 3 78 

In the last 12 months,  
I contacted a government 
institution because  
a personal problem. 

100 1.54 .83 22 2 76 

Coded as follow 0 = yes, 1 = no and 2 = don‘t know  
 

Access to information 

Forty-nine percent of the sample believed that access to information that could 

help them reach better markets for their milk has improved, while 51% think that it has 

stayed the same or decreased.  

According to Putnam (2000), the more time people spend watching television, the less 

civil engagement they have. Our data showed that most dairy farmers watch television 

every day (91%). Fifty-five percent of the sample said they have not read, or have had 

someone in their household read a newspaper to them in the last month, and 36 % said 

that they read, or had someone read to them, a newspaper 1 to 5 times a month. Seventy-

six percent of the dairy farmers listened to the radio everyday. The principal source of 

market information supporting these farmers‘ decisions is their own milk buyer (57%) 
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followed by information from relatives, friends and neighbors (24%). Their third 

principal source of information cited was the radio (10%). 

 

 Bonding Social Capital 

 

Particularized trust 

Dairy farmers‘ perceptions on how they trust and interact with friends and 

neighbors can play an important role in their decision to become involved in collective 

action. Their perceptions on these dimensions are quite variable. For example, when 

asked if they would provide  a close friend with a personal loan amounting to ten percent 

of their income almost half (48%) answered ―always‖ or ―most of the time‖, another 28 

% said they were ―not sure‖ and only 24 % said ―rarely‖ or ―never‖ would they lend this 

amount of money to friends (see Table 4.6).. 

Table (4.6) Dairy farmers’ trust among friends and neighbors 

Institutional Indicator  N Mean  SD 
Always/*Most of 

the time 
Sometimes/

Not sure  Rarely/Never 
If a close friend                                                                      
ask me for a personal  
loan (10% of my income), 
I would lend him the 
money. 

100 1.76 .82 48 28 24 

My friends act  
in my best interests. 100 1.89 .80 27 35 38 

How often do you ask to 
borrow things from 
neighbors? 

100 1.25 .50 3 19 78 

How often do you 
exchange favors with 
neighbors? 

100 1.72 .75 11 50 39 

* Coded as follow 1 = Always/Most of the time, 2 = Sometimes/Not sure, 3 = Rarely/Never 
 

However, we  observed a lack of trust among friends. Only 27 % of the sample 

believe that ―always‖ or ―most of the time‖ their friends would act in their best interests. 
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Many of them were not sure about it and thought that friends would act in their best 

interests only ―sometimes‖ (35%). However, most dairy farmers think that friends 

―never‖ or ―rarely‖ act in their best interests (38%). A more concrete indicator of lack of 

trust is that most dairy farmers do not ask to borrow things from neighbors (78%), nor do 

they exchange favors with them (11%) (see Table 4.6). 

 

Generalized Trust of Strangers 

Dairy farmers‘ trust and perceptions about other people in the community were 

very negative. Most dairy farmers think that, generally speaking you should be careful 

when dealing with most people who live in their towns (63%). Seventy-eight percent of 

farmers in this sample thought that most people are only concerned about their own 

welfare, and 86% believed that even in their own town, one has to look out for people 

who are likely to take advantage of you. However, there is a generalized belief among 

farmers that somebody will always be there to help them in case of a problem (67%) (see 

Table 4.7). 

Table (4.7) Dairy farmers’ trust of strangers 

Institutional Indicator  N Mean  SD 
Strongly 

agree*/Agree Neutral  
Disagree/Strongl

y disagree 
You don‘t need to be                                                                      
too careful in dealing  
with most people in my 
community. 

100 1.5 .717 13 24 63 

In this town, one has to  
look out for people who 
are likely to take  
advantage of you. 

100 1.2 .53 86 8 6 

Most people are only    
concerned about their  
own welfare. 

100 1.3 .59 7 15 78 

If I have a problem, 
there is always  
somebody to help me. 

100 1.47 .73 14 19 67 

* coded as follow 1 = Strongly agree/agree, 2 = Neutral/not sure, 3 = Disagree/Strongly disagree 
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Trust and reciprocity among dairy farmers 

 The data do show that dairy farmers wish to be involved in community activities 

and that they do feel connected to their communities.  Fifty-five percent of the sample 

would like to spend time in community activities,  Dairy farmers are not always aware of 

other farmers‘ opinions regarding milk problems (86%), but they do feel included and 

accepted by their neighbors (87%) (see Table 4.8). 

Table (4.8) Trust and reciprocity among dairy farmers 

Institutional Indicator  N Mean  SD 
Strongly 

agree*/Agree Neutral  
Disagree/Strongly 

disagree 
I would like to spend 
time involved in  
community activities. 

100 1.8 .94 55 9 36 

I feel included and  
accepted by my  
neighbors. 

100 1.1 .37 87 12 1 

I don‘t pay attention 
to the opinions of  
others dairy farmers. 

100 2.8 .55 7 7 86 

Most dairy farmers                                                                   
in my community can be  
trusted.   

100 2.0 .86 38 27 35 

Most dairy farmers  
in this region can be  
trusted. 

100 1.6 .82 22 22 56 

I would help my  
neighboring farmers  
sell or transport milk  
if their truck broke down. 

100 2.9 .17 97 3 0 

If I‘m unable to measure 

and deliver my milk to the 
tank, I‘ll trust my 

neighbor to do it for me. 

100 1.13 .48 93 1 6 

I would help somebody if 
He/she needs a favor. 100 1.0 .24 94 6 0 

If I lost a cow, other dairy 
farmers would help me to 
look for it. 

100 2.4 .73 59 27 14 

* coded as 1 = Strongly agree/agree, 2 = Neutral/not sure, 3 = Disagree/Strongly disagree 
 

There is mixed evidence with respect to trust of other farmers. There is an almost 

equal split in the number of farmers who think that other farmers in their community can 

be trusted (38%), those who think that other farmers cannot be trusted (35%) and those 
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who are undecided (27%). The level of trust of other dairy farmers went down when the 

reference point was the regional level. Fifty-six percent of the sample disagreed with the 

statement that ―most dairy farmers in the region of „Altos Sur‟ can be trusted‖ while only 

22% agreed with the statement.  

On the other hand, there is evidence of a high level of solidarity among the 

farmers in certain areas.  For example, 97 % of the sample answered that they would help 

a neighbor farmer if he suddenly needs to transport his milk because his pickup truck is 

disabled. In the same context the respondents said that if there were unable to measure 

and deliver milk to the tank, they would trust another farmer to do it for them (93%). 

These statements are supported by these dairy farmers‘ perceptions of solidarity among 

each other. Most of them would help somebody if she/he needed a favor (94%). 

However, a lower proportion (59%) of dairy farmers when having another problem such 

as needing help to find a missing cow believed that other dairy farmers would help them 

solve this problem (see Table 4.8). 

 

Dairy farmers‟ trust in formal institutions 

Our data shows that the dairy farmers lack trust in formal institutions. Thirty-

seven percent of the sample answered that they ―rarely‖ or ―never‖ trust the legal system. 

Fifty percent ―sometimes‖ do and 13 % ―always‖ or ―most of the time‖ trust the legal 

system. The same attitude is observed toward the police, local, state and federal 

government, and the political system. Seventy percent of dairy farmers in this sample 

mentioned that they ―rarely‖ or ―never‖ trust the police. Most dairy farmers think that 

―rarely‖ or ―never‖ the police act in their best interests, while 44 % think that they 
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―sometimes‖ act in their best interests. The lack of trust in the political system could be 

related to the lack of trust in local, state and federal government. Seventy-two percent of 

these dairy farmers ―rarely‖ or ―never‖ trust the political system and think that political 

parties ―rarely‖ or ―never‖ act in their best interests (64%). Forty-nine percent ―rarely‖ or 

―never‖ trust their local government, while 40 % ―sometimes‖ do. 

Forty five percent ―rarely‖ or ―never‖ trust their state government and 48 % 

―sometimes‖ do. Forty six percent ―rarely‖ or ―never‖ trust their federal government 

while 46% ―sometimes‖ do. Only a few dairy farmers thought that people working for the 

local (8%), state (8%) and federal (12%) government act in dairy farmers‘ best interests. 

This lack of trust is extended to information systems and credit institutions also. 

For example, 50% ―rarely‖ or ―never‖ trust the newspaper, and 44% ―sometimes‖ do, 

while 55% ―rarely‖ or ―never‖ trust credit institutions and 26% ―sometimes‖ do. Most 

dairy farmers (92%) in our sample, ―always‖ trust the church and only 3% believe the 

pastor ―rarely‖ or ―never‖ will act against a dairy farmer‘ best interests.  

Dairy farmers‘ trust in their buyers is strong. Fifty percent of them ―always‖ or 

―most of the time‖ trust their milk buyers; 24 % ―sometimes‖ do and 26 % ―rarely‖ or 

―never‖ trust their buyers. However, only 39 % believed that their milk buyer acted in 

their best interest (see Table 4.9).      

 

 

 

 

 



 68 

Table (4.9) How often dairy farmers trust formal institutions? 

Institutional Indicator  N Mean  SD 
Always/Most of 

the time* 
Sometimes/

Not sure  Rarely/Never 
The legal system                           100 2.2 .66 13 50 37 
The police 100 2.7 .48 1 29 70 
Political system 100 2.7 .50 2 26 72 
Federal government 100 2.4 .63 8 46 46 
State government  100 2.4 .62 7 48 45 
Local government  100 2.4 .68 11 40 49 
The newspaper 100 2.4 .61 6 44 50 
Credit institutions 100 2.3 .78 19 26 55 
The church 100 1.1 .67 92 7 1 
Milk buyer 100 1.8 .84 50 24 26 

* Coded as follow 1 = Always/Most of the time, 2 = Sometimes/Not sure, 3 = Rarely/Never 

 

Dairy farmers‟ perceptions of the current milk industry  

Dairy farmers were asked about their views regarding their current circumstances 

in the milk industry. Most of them answered that it is very important to stay in the milk 

industry (85%), and only one-third think that selling their milk to a local buyer is 

important or very important (33%). These dairy farmers expressed the need for a new 

paradigm for producing and trading their milk. Most thought that buying inputs and 

selling milk as individual farmers is ―not important at all‖ 41%, while 38% thought it is 

neither ―important‖ nor ―not-important.‖ Many of them believed that producing and 

selling their milk in the traditional way is ―not important at all‖ (43%), while 44% of the 

farmers were in a ―neutral‖ position. Most dairy farmers also refused to engage in verbal 

contracts (80%) and wished to engage in formal agreements with buyers. The survey 

results showed that they believe it is very important to talk with other farmers about milk 

issues (92%). Consequently, dairy farmers interacted ―very often‖ (72%) with other dairy 



 69 

farmers to talk about their own problems within the milk industry. Most of them (73%) 

believed that it was very important to sell their milk as a member of a group (Table 4.10). 

 

Table (4.10) Dairy farmers’ perceptions of the milk industry 

Institutional Indicator  N Mean  SD 
*Very 

important/important  
Neutr

al  
Some/Not 

important at all 
Staying in the  
milk industry. 100 1.2 .60 85 6 9 

Selling my milk  
to a local buyer. 100 2.0 .83 33 32 35 

Buying inputs and  
selling milk  
individually. 

100 2.8 .76 21 38 41 

Producing and  
selling milk in 
a traditional way. 

100 2.3 .69 13 44 43 

Talking with  
other farmers  
about milk issues. 

100 1.0 .27 92 8 0 

To sell my milk 
as a member 
of a group. 

100 1.4 .62 73 19 8 

*coded as follows: 1 = Very important/Important , 2 = Neutral, 3 = Some/Not important at all. 

 

The collective action decision  

Dairy farmers‘ motivations for participating in collective action can be influenced 

not only by the lack of buyers, but also by the high cost of inputs, low profits received per 

liter of milk, but also by other socio-economic factors such as shirking behavior, past 

team work experiences, market certainty, group size of the collective and the level of 

technology they currently use.  In general, we found that most dairy farmers would like to 

join other farmers in order to sell their milk (70%).  They answered that joining with 

other farmers in a collective would make them feel secure about their milking activities 

(70%), and the group could help them to improve their economic situation (91%). 

However, a lack of trust was shown among dairy farmers from the survey because they 
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answered that they were afraid that some dairy farmers would take advantage of each 

other through shirking behaviors once a collective was formed (91%).  

Another sign of low trust level among these dairy farmers is observed in the 

answer to the statement ―if another dairy farmer tells me that I will be better off 

participating in a collective, I trust him.” Less than half (47%) strongly agree or agree 

with this statement. One indicator that showed a positive attitude toward collective action 

was the farmers‘ perceptions about feeling part of a team. Seventy-five percent 

mentioned that when they participate in group activities, they feel part of a team. Another 

statement that could motivate dairy farmer‘ participation in collective action is the size of 

the collective. Most dairy farmers answered that a collective should include many dairy 

farmers (48%) while less than half as many farmers responded that a collective should be 

formed by only a few dairy farmers (21%).  

Perceptions regarding technology among dairy farmers forming the collective are 

polarized.  Thirty-two percent of these dairy farmers ―strongly agree/agree‖ that farmers 

forming a collective should have homogeneous characteristics such as number of cows 

and technology while 31 percent ―strongly disagree or disagree‖ with the statement that 

―it would be important that participants in the collective should be similar regarding 

numbers of cows and technology.”  (See Table 4.11). 
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 Table (4.11) Current dairy farmers’ perceptions of collective action 

Institutional Indicator  N Mean  SD 
*Strongly 

agree/Agree 
Neutral 
/No sure 

Disagree/Strongly 
disagree 

I would like to group 
other farmers in order  
to sell my milk.      

100 1.36 .73 79 15 6 

 
Joining other farmers 
in collective action would 
make me feel secure in 
my milking activities. 

100 1.36 .59 70 24 6 

 
The principal reason to  
go in collective action is   
to improve my economic 
situation. 

100 1.1 .37 91 7 2 

 
I am afraid that some   
people would show 
shirking  
behavior in the collective. 

100 1.12 .41 91 6 3 

 
I trust another dairy 
farmer if he tells me that I 
will be better off in a 
collective. 

100 1.72 .76 47 34 19 

 
I feel part of a team when  
I am in a group.   

100 1.44 .79 75 19 6 

 
The group should be 
formed by many farmers. 

100 2.27 .78 48 31 21 

 
It would be important that 
participants in the group 
be similar regarding 
technology and number  
of cows etc. 

100 1.93 .83 38 31 31 

* coded as follows: 1 = Strongly agree/agree, 2 = Neutral/not sure, 3 = Disagree/Strongly Disagree 
 

 In summary, dairy farmers in the region of ―Altos Sur‖ showed similarities and 

differences regarding their perceptions of participation in collective entrepreneurship. In 

Chapter 5 a more quantitative analysis of those specific economic sociology foundations 

to influence collective entrepreneurship are discussed.  

 

 

 

 



 72 

CHAPTER  5: MULTIVARIATE ANALYSIS   

 

Chapter 4 described the dairy farmers‘ perceptions about participating in 

collective action. It showed that there is a large set of formal and informal institutions 

surrounding the dairy farmers‘ attitudes towards participating in collective action. We 

found that the factors that influence dairy farmers‘ motivations to participate in collective 

action in the region of ―Altos Sur‖ arise from both formal and informal institutions. 

These institutional factors need to be understood within the framework of the new-

institutional economic approach of analyzing state, market, and economic organizations 

and within the new-institutional sociological approach that analyzes how social 

perceptions of bridging and bonding social capital impact on collective action.   

In chapter 5 data was analyzed to prove the hypothesis that a large number of 

institutional factors would have a significant influence on dairy farmers‘ decisions to 

participate in collective action. Twenty institutional factors were identified as having an 

effect on dairy farmers‘ perceptions about whether or not they would participate in 

collective action or remain in the traditional mode of production.  

 

Participating in collective action versus staying with a traditional dairy farming method 

Dairy farmers‘ willingness to participate in collective action was measured using 

an index-variable called ―collective action.‖ This index included two indicators ―I would 

like to group with other farmers in order to sell my milk‖ and ―selling my milk as a 

member of a group is very important,‖ the Cronbach‘s alpha reliability of these two 

variables in the index was  .812.  
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The null hypothesis stated that the dairy farmers‘ perceptions of formal and 

informal institutions would not influence their participation in collective action, and 

consequently, that they would choose to retain their current way of marketing and 

producing milk. We accepted the research hypothesis (Ha) that the dairy farmers‘ 

perceptions of formal and informal institutions would influence their decisions to 

participate in collective entrepreneurial action. 

 

Perceptions of formal institutions 

 

The state  

 Table 5.1 shows the dairy farmers‘ perceptions of the government‘s role in 

facilitating and enacting collective action among the dairy farmers. The dairy farmers‘ 

decisions to participate in collective entrepreneurship are primarily affected by factors 

involving their relationship with the government. Most of the dairy farmers (94%) 

answered yes to the statement, ―is the government responsible for guaranteeing a captive 

market for the dairy farmers‟ milk‖ (p < .05).  In the sample, 14% of the dairy farmers 

mentioned selling milk to the government agency. These actions might have strengthened 

their beliefs in government intervening in the market to regulate the price of milk. 

Consequently, as more farmers strongly agreed with the statement above, the more 

encouraged they felt to participate in collective action. Demographic indicators such as 

low levels of formal education (74% of the farmers had only completed primary school or 

less), religious beliefs (100% are Catholic) and age (53% of dairy farmers in the sample 

were at least 40) might have had an indirect influence on the dairy farmers believing that 
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way. However, this way of thinking among dairy farmers might bring negative 

consequences in the future because if the dairy farmers decide to participate in collective 

action based on the belief of having a government agency regulate milk prices, the global 

free market might push them out of the milk industry.  

One other factor having a negative influence on the dairy farmers‘ decisions to 

participate in collective action is that most dairy farmers (63%) disagreed with the 

statement that ―the government helps dairy farmers with innovation and capacitation‖ 

(p<.01). Most of the dairy farmers (85%) did not have any interaction with government 

institutions.   

The finding of a lack of interaction between the dairy farmers and government 

institutions is strengthened by a trust scale that shows dairy farmers‘ perceptions about 

government institutions and agents. This scale (α- reliability = .888) named ―scale-trust 

of dairy farmers on the state government” (p < .05), includes five statements or 

institutional factors to find the level of trust of the dairy farmers concerning the different 

government agencies. They were as follows: ―how much do dairy farmers trust the 

federal government,”  ―how much do you trust the state government,”  ―how much can 

you trust public servants like federal government agents to act in a dairy farmer‟s best 

interests,” and ―how often does a dairy farmer trust public servants like the state 

government agents who act in dairy farmers‟ best interests” and “how often can dairy 

farmers trust social workers and  agriculture extentionist  act in dairy farmers‟ best 

interests.”   

The fact that most of the dairy farmers (68%) in this sample said they did not trust 

the law, and that 24% of them were not sure if they should trust the law has a positive 
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correlation with the low levels of trust of the dairy farmers in government institutions. A 

dairy farmer‘s level of trust in government institutions and agents is positively motivated 

with his willingness to participate in collective action.  

 Among our sample of dairy farmers, there was a strong belief (79%) that forming 

a collective might give the dairy farmers a bargaining position against milk buyers. A  

farmer‟s perception of getting bargaining power in a collective‖ (ρ < .001) is associated 

with a belief in collective action.  Twenty eight percent of the variance in the decision to 

participate in collective action is explained by four institutional factors (table 5.1).  

 

Table 5.1. The Government. Regression of Participation in Collective Action on 

Dairy farmers’ Perceptions of Formal Institutional Factors. 

 
Participation in Collective 

Action 
 Institutional Variables     Β SE 
A captive milk market 
is a government responsibility. .458* .228 

The government helps dairy 
farmers with innovation 
and capacitation. 

-.316** .105 

Trust in government scale 
(α- reliability = .888). .210** .088 
The dairy farmers‘ bargaining 
position view of  
collective action. 

.763*** .151 

Adjusted R-Square                                                                                    .278 
Dependent variable: ―Collective Action‖. α-reliability = .812. 
 *ρ < .05; **ρ < .01; ***ρ < .001 

 

 The market 

Table 5.2 shows how the dairy farmers‘ perceptions about institutional factors 

regarding the market structure of milk have affected their decisions about participating in 

collective action and whether or not to stay in the traditional way of dairy farming. After 

looking at a large set of institutional market factors with a high possibility of influence on 
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the dairy farmers‘ decisions to participate in collective action, we found; ―entrepreneurial 

experience,‖ ―price received per liter of milk‖ and ―production system‖ to be the only 

market institutions that the dairy farmers perceived as important in their decisions to 

move toward collective action. ―Entrepreneurial experience” is a scale (α- reliability of 

.761) formed with two indicators. It includes ―past membership in business 

organizations‖ and ―current membership in business organizations.‖ Most of the farmers 

(58%) had some form of entrepreneurial experience, but  78% did not have membership 

in any organization.  Only level of entrepreneurial experience, as measured by the scale, 

affected perceptions about participating in collective action (ρ < .01).   

Our data shows considerable variability in prices paid per liter of milk among the 

dairy farmers. The lowest price received was 2.40 pesos per liter, and the highest price 

was 3.85 pesos per liter. The variation in price received might have caused polarization 

among farmers. However, we found that for each additional increment in reducing this 

gap of ―price received per liter of milk,‖ (ρ< .01) motivation to participate collectively 

increased. In addition motivation to participate in entrepreneurial collective action was 

also affected by the ―production system‖ (*ρ<.05). The dairy farmers milked using three 

production systems. In our sample, we found that most farmers (50%) in the region of 

―Altos Sur‖ grass their cows in the rainy season and supplement their diet to maximize 

milk production per cow when confining them in the non-rainy season.  A second system, 

which was practiced by a smaller (24%) number of farmers employed supplied 

nutriments in a confining system all year long, and the remainder (26%) of the farmers 

use a third system that contains elements of the first and second production system. The 
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dairy farmers practicing the third system were less likely to have favorable attitudes 

toward collective action.  

On the other hand, the entrepreneurial experience scale made a significant 

influence on the dairy farmers‘ decisions to change from the traditional way of marketing 

milk. The more entrepreneurial experience farmers had the more they disagreed with 

traditional modes of milk production (ρ<.05). 

We also observed that the dairy farmers in the region of ―Altos Sur‖ increased 

their level of disagreement with staying with the traditional way of dairy farming with 

each additional difference in price received per liter of milk (ρ< .01). These three 

variables explain about 15% of the variance in dairy farmers‘ affirmative decisions to 

participate in collective action and 12% of the variance in disagreement with staying with 

the traditional way of dairy farming. (see Table 5.2.) 

 
Table 5.2. The Market. Regression of Participation in Collective Action on Dairy 

farmers’ entrepreneurial factors 

 
Participation in Collective 

Action 
 Institutional Variables β SE 
Dairy farmers entrepreneurial experience 

 .281** .105 

Production system   .282* .115 
Price received  .733** .266 
Adjusted R-Square                                                                                    .123 

Dependent variable: ―Collective Action‖. α-reliability = .812. 
 *ρ < .05; **ρ < .01; ***ρ < .001 

 

The Economic Organization 

The dairy farmers‘ perceptions of formal institutional factors that might have 

influenced their decisions to participate in collective action while under the structure of 
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an economic organization are shown in Table 5.3. Many factors influencing the structure 

of an economic organization were included in this analysis. However; not all of them are 

perceived by dairy farmers as reasons to reject collective action.  

We used a contract failure enforcement scale (α- reliability of .766) to analyze 

perceptions of dealing with enforcing contract failure. Dairy farmers perceived that 

enforcing contract failure might imply not only too many transactions, but also an 

expensive process (ρ < .05). For each additional increase in the level of a dairy farmer‘s 

perceptions moving from a disagreement level to an agreement level with the statements 

―if a contract fails, then many transactions and time are required to enforce it‖ and ―It is 

very expensive to enforce a contract when it fails,‖ his motivations to participate in 

collective action increased. Motivations to participate in collective action went from a 

―strongly disagree‖ to ―strongly agree‖ level. 

The lack of transparency in enforcing a contract failure becomes an incentive for 

farmers to participate in collective action because most of them (83%) would have liked 

to have a written contract with their milk buyer.  However, only 41% think they would be 

able to enforce property rights in case of a contract failure. Other institutional factors that 

had a significant influence on a dairy farmer‘s decisions to participate in collective action 

were their own perceptions about feeling part of a team when interacting in a group. 

―Team feeling‖ (p < .01) positively influenced a farmer‘s decision to participate in 

collective action. Most farmers mentioned feeling part of a team when they were 

involved in group activities (75%). Consequently, our findings indicated that for each 

dairy farmer who felt himself a part of a team because of having membership in a group 

his motivation to participate in collective action increased.  
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Most dairy farmers in the region of ―Altos Sur‖ shared a set of common interests, 

including saying that they would like to join forces with other farmers in order to sell 

their milk (79%), and disagreed with the present way they sold milk (78%). The majority 

disagreed with the statement that that they received a fair price per liter of milk (90%).  

The dairy farmers‘ perceptions regarding the number of members that should 

form an organizational structure became the most significant factor influencing their 

motivations to cooperate. Most dairy farmers (58%) who would like to join other farmers 

in a collective preferred to get involved in a large group. They believed that as a larger 

group, they would have more power to bargain against the buyer‘s price and to lobby 

within government institutions. One farmer remarked ―We will need to be a large group, 

small things don‟t work.”  

Their preference to join forces in a large membership organization, however, 

creates some challenges as pointed out by Mancur Olson. He notes that;  

 ―only when groups are small, or when they are fortunate enough to have an 

independent source of selective incentives will they organize or act to achieve 
their objectives (Olson 1971: 167).‖  
  
On the other hand, those dairy farmers who would have liked to go into collective 

action were a small group representing only 29% of the sample. Most of these farmers 

have high-quality standards of production, receive higher milk prices and own larger 

farms. One generalized argument from these farmers was that “The smaller the group the 

less problems the group will have.”  In our data analysis, we found that the dairy farmers‘ 

perceptions about forming a group with many farmers was strongly associated with 

wanting to participate in collective action (ρ < .001).  

In addition supporting a larger group size for collective action increased the level 

of disagreement with staying with the traditional way of dairy farming (ρ < .05). This 
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means that the more a farmer wanted to join a large group the higher the level of 

disagreement with the statement that he was receiving a fair price per liter of milk and 

also an increase in dissatisfaction with the way he sold his milk. These three institutional 

variables, at the economic organization level, explain 22% of the variation in dairy 

farmers‘ perceptions concerning participation in collective action, but only 8% of the 

variation in the dairy farmers‘ disagreement level with staying in the traditional way of 

farming (see Table 5.3). 

 

Table 5.3. Economic Organization. Regression of dairy farmers’ perceptions of 

collective action on their view of economic organization.  

 
Participation in Collective 

Action 
 Institutional Variables     Β SE 
Contract failure enforcement scale 
(α- reliability =  .766) .195* .090 

Feeling part of a team when farmers involve in group 
activities .337** .115 

The group should be made up of many farmers .326** .099 

Adjusted R-square                                                                                    .196 
Dependent variable: ―Collective Action‖. α-reliability = .812. 
 *ρ < .05; **ρ < .01; ***ρ < .001 
 

Perceptions of Informal Institutions 

 

Bridging social capital  

A bridging social capital scale (α- reliability = .616) among friends and neighbors 

(*ρ < .05) influenced the dairy farmers‘ decisions to participate in collective action (Table 

5.4.). Most of the dairy farmers (74%) agreed with the statement ―I have three or more 

close friends whom I talk to about my personal problems,‖ and 53% support the 

statement ―I have enough people who can provide me with money in case of an 
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emergency.‖ Seventy-five percent agreed with the statement, ―If I have an emergency in 

my household, there is a friend who I can ask to spend time to help‖ and 85% of the dairy 

farmers in the sample agreed with the statement, ―I personally know most of the dairy 

farmers in my community.‖  Informal factors embedded in the dairy farmers‘ behaviors in 

the household environment such as ―listening to the needs of the dairy farmer‟s family‖ 

(*ρ < .05) and ―time spent watching television‖ (*ρ < .05) also influence the dairy 

farmers‘ decision to participate in collective action. We also analyzed other factors that 

might influence dairy farmers‘ motivations to participate in collective action such 

indicators were ―sources of information about milk industry‖ (ρ =.10). Most of dairy 

farmers (57%) mentioned that their primary source of information is from their milk 

buyer, while 24% mentioned that their principal source of information is through family 

and friends. Another indicator is “past membership in entrepreneurial organizations” (ρ 

=.08).  Most of the dairy farmers (58%) did not have past entrepreneurial membership.  

 
Table 5.4. Bridging social capital: Regression of dairy farmers’ perceptions of 

collective action on their perceptions of informal institutions 

 
Participation in Collective 

Action 
 Institutional Variables     β SE 
Bridging social capital scale (α- reliability = .616) .214* .094 
Communication inside the household .558** .204 
Time spent watching television .404* .198 
Source of market information -.184 .111 
Past entrepreneurial membership .167 .096 
Adjusted R-square                                                                                    .157 

Dependent variable: ―Collective Action.‖ α-reliability = .812. 
 *ρ < .05; **ρ < .01; ***ρ < .001 
 

Bridging social capital indicators explain 16 % of variation in the farmers‘ 

decisions to participate in collective action. The dairy farmers‘ disagreement with staying 
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with the traditional way of dairy farming is not significantly affected by bridging social 

capital indicators (see Table 5.4.). 

 
Bonding social capital  

The informal institutions that might influence a farmer‘s decision to participate in 

collective action are linked to his cultural environments and the influence of formal 

institutions. Factors regarding customs, beliefs, myths, traditions, habits and the use of 

social networks were analyzed to understand the dairy farmers‘ limitations and 

motivations concerning participating in collective action. We explored and analyzed 

many factors that might have influenced the dairy farmers‘ satisfaction with staying in 

traditional dairy farming versus participating in collective action.  

The farmers‘ perceptions of five indicators of bonding social capital influenced 

their decisions to go into collective action (see Table 5.5.), This research evidenced 

indicators of bonding social capital such as ―If I have a problem, there is always 

somebody to help me‖ (ρ< .05) and ―Joining other farmers in collective action would 

make me feel certainty about my milking activities‖ (ρ < .001) increased the dairy 

farmers‘ motivation to participate in collective action. Most of the dairy farmers showed 

high levels of confidence by believing that there was always somebody to help them 

(67%). In the same manner, most of the dairy farmers (94%) said they would help others 

in case he/she needed a favor and most of the dairy farmers strongly agreed (70%) that 

joining other farmers would give them more certainty about their milking activities.  

The dairy farmers‘ motivations to participate in collective action was also affected 

by a social capital indicator that helped farmers to interact with other members in the 

community. The reason we used ―listening to the radio‖ as an indicator of bonding social 
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capital was based on the radio frequencies that dairy farmers liked to listen to. This 

research assumed that these radio frequencies strengthened bonding ties rather than 

bridging interactions.  Consequently, the ―frequency of listening to the radio‖ among the 

dairy farmers was an indicator of social capital that improved bonding ties instead of 

bridging ties (see Chapter 3). The ―frequency of listening the radio‖ was regressed on 

―collective action‖ as a bonding social capital indicator and influenced (*ρ < .05) the 

dairy farmers‘ perceptions of participating in collective action.  

The feeling of being accepted and included in the community was also positively 

associated with the dairy farmers‘ decisions to participate in collective action (*ρ < .05). 

As feelings of being included and accepted in the community increased, so did the 

motivation to participate in collective action.  

 
Table 5.5. Bonding social capital. Regression of dairy farmers’ perception of 

collective cction on their perceptions of bonding social capital. 

 
Participation in Collective 

Action 
 Institutional Variables     Β SE 
If I have a problem, there is always somebody to help me. .238* .111 
Joining other farmers in collective action would make me 
feel certainty about my milking activities.     .946*** .138 

 
I feel included and accepted in my neighborhood. .508* .208 

 
Frequency of listening to the radio.   

 
.311* 

 
.082 

 
Bonding social capital scale in the household 
(α- reliability = .679). 

 
.178* 

 
.082 

Adjusted R-Square                                                                                    .401 
Dependent variable: ―Collective Action‖. α-reliability = .812. 
 *ρ < .05; **ρ < .01; ***ρ < .001 

 

Finally, a bonding social capital scale (α- reliability = .679) is positively 

associated (*ρ < .05) with the farmer‘s decision to participate in collective action. The 
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bonding social capital indicators in Table 5.5 explain about 44% of the variation in the 

dairy farmers‘ decisions to participate in collective action. 

 

Summarizing the effects of the perceptions of formal and informal institutions on the 

farmers‟ desire for collective action 

 

Table 5.6 summarizes how farmers‘ perceptions of different aspects of the formal 

and informal institutional framework surrounding them influence their willingness to 

participate in collective action.  The first equation shows that perceptions of the formal 

institutional role of the government in the dairy industry. The adjusted R square 

explained 28 % of the variation in their decisions to participate in collective action. In the 

second equation, which estimated the effects of the dairy farmer‘s perceptions regarding 

institutions in the market --‗dairy farmer‘ entrepreneurial experience,‘ ‗current production 

system‘ and the ‗price he receives for liter of milk‘ –  adds another 4 % to the explained 

variance in desire to participate in collective action (total = 32%). 

This tells us that the dairy farmers‘ perceptions of market institutions are 

mediated by their perceptions on government‘s role in the milk industry. We also 

observed that perceptions of market factors like ―price received‖ and ―entrepreneurial 

experience‖ increased the disagreement level with staying in traditional farming.  

When we added the variables in equation 3 regarding institutional factors of the 

economic organization – ‗contract failure enforcement,‘ ‗feeling part of a team,‘ and ‗the 

group should by make-up of many farmers,‘ the explained variation support for collective 

action increased to 44%.  
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Table 5.6. Regression of dairy farmers views toward collective  action on their perceptions of formal and 

informal institutions  

  Equations  

 Institutional Variables 
 

Government  
        
   Market   

Economic 
Organization 

Bonding  
S.C. 

Bridging  
S. C. 

    β            S.E               β         S.E              β         S.E                β             S.E             β         S.E                       
A captive milk market 
is the government responsibility. 

 
.458*      .228       

Government helps dairy 

farmers with innovation 

and capacitation.       

 
 
-.316**   .105 

    

Trust in government scale 
(α- reliability = .888) 

 
.210**    .088     

Dairy farmers bargaining position 

view of collective action 
 
.763***  .151     

Dairy farmers entrepreneurial  
experience.   

.183   .095    

Production system  .227* .108    

Price received                                    .455   .263    

Contract failure enforcement scale 
(α- reliability = .766).                       

.160*   .076   

Feeling part of a team when 
farmers are involved in group 
activities.                          

   
.268** .099   

The group should be made  
up with many farmers.                         

.264** .087   

If I have a problem, there is  
always somebody to help me.         

.224     .113 
 

Joining other farmers in collective 
action would give me certainty 
about my milking activities.             

   

 
 
.607*** .145 

 

I feel included and accepted in my 
community.                                     .200       .198  

Radio entertainment                                 .248*      .072  

Bonding social capital scale in the 
household (α- reliability = .679).                        .112        .081  

Bridging social capital scale  
(α- reliability = .616)       

 
.115      .081 

 

Communication inside the home                                                     .368    .342 
Time spent watching television             .205    .260 
Source of market information       -.071   .092 
Past entrepreneurial membership      .158    .186 
Adjusted R- square change .278           .319 .440 .538  .536 
Dependent variable: ―Collective Entrepreneurship.‖ α-reliability = .812. 

 *ρ < .05; **ρ < .01; ***ρ < .001 

 

Adding the dairy farmers‘ perceptions of bonding social capital in Equation four 

produced a large increase in the adjusted R2  to 54%.  This support the hypothesis about 
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the impact of bonding social capital on dairy farmers‘ decision to be involved in 

collective action.  

Equation five shows that perceptions of informal bridging social capital does not have a 

significant effect on views toward collective entrepreneurial action. 

 

Institutional Inference  

Table 5.7 summarizes the effect of those institutional factors that have a 

significant effect on the dairy farmers‘ views towards collective entrepreneurial action. 

The total amount of variance explained was 54%.  

 
Table 5.7. Regression of dairy farmers’ view toward collective action on statistically 

significant informal and formal institutional factors.  

 
Participation in Collective 

Action 
 Institutional Variables     Β SE 
The government helps dairy farmers with innovation 
and capacitation.   -.245** .089 

 
Trust in government scale (α- reliability = .888). .198* .075 

 
The dairy farmers bargaining position view of  
collective action. 

.376* .140 

 
Production system  .220* .087 
 
Feeling part of a team when farmers are involved in 
group activities 

.183* .081 

 
The group should be made up of many farmers     .326*** .099 

 
Joining other farmers in collective action would give  
 me certainty about my milking activities. 

   .624*** .137 

Adjusted R-square                                                                                    .543 
Dependent variable: ―Collective Action.‖ α-reliability = .812. 
 *ρ < .05; **ρ < .01; ***ρ < .001 
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In our sample, most of the dairy farmers (70%) agreed with the statement that 

―joining other farmers in a collective group would give them more certainty about their 

milking activities.‖ (ρ < .001). However, this research evidenced that motivation to 

participate in collective action was lower when the dairy farmers disagreed with the 

statement, ―the government helps farmers with innovating and capacitating‖  (ρ < .01).  

In addition, other institutional factors positively influencing collective action 

among the dairy farmers were associated with the statements ―Feeling part of a team when 

farmers are involved in group activities‖ (**ρ < .01), ―The dairy farmers bargaining 

position view with collective action‖ (**ρ < .01), and ―The group should be made up of 

many farmers‖ (*ρ<.05).  In addition, another factor influencing the dairy farmers‘ decision 

to participate in collective action is their low level of trust of the government (*ρ < .05). 

(see Table 5.7).   

Results of this research show that the institutions influencing dairy farmers‘ 

motivations to participate in collective action, both negative and positive, include 

informal as well as formal elements.  Conceptually, this means that an understanding of 

the problem of collective action for a group like the dairy farmers in central Mexico will 

have to come out of an inter-disciplinary paradigm that is drawn from new-institutional 

economics and new-institutional sociology. This will be the focus of our discussion in the 

next chapter.  
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CHAPTER 6. DISCUSSION OF FINDINGS 

 

Formal new-institutional economic foundations 

As we described in our literature review, a culture could either encourage or 

discourage dairy farmers from participating in collective entrepreneurship. However; we 

also observed that negative levels of the dairy farmers‘ trust in government institutions 

and agents are positively associated with the motivation to go into entrepreneurial 

collective action. This research showed the dairy farmers‘ motivations for seeking an 

alterantive market rather than government support in order to interact in the market is 

aligned with Granovetter‘s (1985) assertion which argues that formal institutions have 

limited ability to support exchange, but social networks embodying informal institutions 

such as norms and trust play a crucial role. Accordingly, we observed that negative 

perceptions of the dairy farmers about the government‘s role in the milk industry are not 

aligned with the theory surrounding government as a formal institution, this theory 

suggest that in an efficient and competitive economy, agents of production and 

government institutions maintain a continuous feedback to guarantee stability of market 

forces (Fligstein 2001,  North 1991). Because the dairy farmers didn‘t know that the 

government‘s participation in the milk industry was to regulate the oligopsony power by 

intervening in the market, by providing public goods and reducing the effect of negative 

externalities as described by Megginson and Netter (2001).  

The dairy farmers did not trust that the government would be able to use the police 

and other law enforcement agencies to make sure that regulations are enforced when 

property rights of farmers are violated in a contractual relationship of production.  In 
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other words, they didn‘t trust ―third party‖ enforcement of contracts (Coase, 1988) or 

aspects of formal market structure supports (Campbell and Lindberg, 1990). This 

situation might also explain why the dairy farmers perceived themselves as having more 

bargaining power when feeling themselves involved in collective action. 

We found that the dairy farmers in the region of ―Altos Sur‖ produce milk under an 

umbrella of a weak formal institutional framework. The dairy farmers‘ beliefs about 

formal institutions, especially their lack of trust of them, results in a lower level of 

reliance upon these institutions. This research indicated low levels of interaction of dairy 

farmers with formal institutions. On the other hand, the findings suggest that if the dairy 

farmers feel more confident that the government will be a third party enforcement 

mechanism to enforce formal agreements, they will be more motivated to engage in 

entrepreneurial collective action  This view is supported by Habermas‘ (1970) assertion 

that society will not cross the threshold to modernization, ―as long as the development of 

subsystems of purposive-rational action remain within the limits of the legitimating 

efficacy of cultural traditions.‖   

The institutional interaction between the market and the economic organization is 

another factor influencing dairy farmers‘ participation in collective action. Our results 

showed that indicators of ―dairy farmer‟s entrepreneurial experience,‖ ―price received 

per liter of milk,‖ ―contract failure enforcement cost,‖ ―team feeling,” “production 

system.‖ and ―preference for a large sized collective group‖ influenced their motivations 

to join an entrepreneurial collective action venture.  

Our results indicated that the dairy farmers in the region of ―Altos Sur‖ believed that 

having a group formed by many farmers would strengthen them to have a better position 
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in the milk industry, but their understanding of collective action was not aligned with 

Olson‘s (1965:51) group size theory. The farmers in the region of ―Altos Sur‖ shared a 

social entrepreneurship view, which not only pointed to created private value or multiple-

level rent generation through collective entrepreneurship (Cook and Plunkett B. 2006), 

but also pointed to create social value or achieve social objectives (Yunus M. 2005).  

However; they failed to understand two main impediments to collective action.  They 

did not understand the relationship between group size and successful collective action, 

especially, other things being equal, that small groups are more effective than large 

groups. The farmers‘ said that they wanted as large a group as possible to be involved in 

collective action. In addition, they did not understand the problems that would be created 

by having a group that contained such a heterogeneous mix of farms of different size. 

Findings in this research are consistent with Cheung (1983) who argues that not only 

do measurement and the problem of separating contributions without a contractual 

engagement hold back the success of collective action, but also in the absence of an 

entrepreneurial group or economic organization more transactions are required and 

product information costs more. We found that the dairy farmers‘ motivations to 

participate in entrepreneurial collective action increased when dairy farmers‘ individual 

agreement level with the statement: ―if a contract fails, then many transactions and more 

time is required to enforce it‖ and ―It is very expensive to enforce a contract when it 

fails,‖ increased. These views are be strengthened even more when farmers‘ have had  

entrepreneurial experience.  

In contrast to well-functioning markets where institutional rules reduce cost and  

facilitate repeated transactions (Coase,1988; Furubotn and Richter, 2000) 77 % of the 
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dairy farmers only interact with the market based on  ‗verbal contracts‘ and 23% do not 

have even have a verbal contract.  When the buyer wanted to stop receiving the farmers‘ 

milk, the buyer simply said ―please, don‘t bring your milk tomorrow.‖(field-note)  

 

Informal sociological foundations    

We found that the social institutions influencing dairy farmers‘ participation in 

entrepreneurial collective action were linked to their cultural environment and were 

influenced by formal institutions. Our study showed high levels of solidarity and trust 

among dairy farmers, which is aligned with Stone‘s (2001) approach to social capital 

consisting of networks of social relations which are characterized by norms of trust and 

reciprocity. This can be understood as a source of collective action. This sociological 

foundation of bonding social capital is explained by Putnam (2000) and  Grootaert et al. 

(2004) who referred to this foundation as the make up of links that tie people with similar 

demographic characteristics together to provide mutual support and facilitate collective 

action. 

The high level of solidarity and trust showed among dairy farmers in the region of 

―Altos Sur‖ is in opposition to Nabor‘s (2003) arguments about discouraging dairy 

farmers to go into collective action in the ―Altos‖ region. He observed a paternal 

customary relationship between the state and producers, and a lack of trust amongst the 

groups of people who wished to form a collective. Countervailing those arguments, we 

found that the dairy farmers‘ statements, such as ―if I have a problem, there is always 

somebody to help me,‖ and “feeling certain about milking activities when joining other 

farmers” showed strong bonding ties of solidarity and mutual support among the farmers. 
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This finding suggests that there may be a foundation in informal institutions to support 

collective action.  The key problem here is to somehow combine the bonding social 

capital among the farmers, which already exists, with new forms of bridging social 

capital that will create effective collective entrepreneurial action.  This also suggests the 

need for new institutions that can ―mediate‖ between bonding and bridging social capital.  

O‘Brien et al. (2005), for example, note that Tribal Colleges play this role in connecting 

bonding and bridging social capital in Native American reservation communities, so that 

members are able to build bridges to outside resources in the global economy while 

retaining their bonds of solidarity to the local community.  

The current state of bridging social capital among the dairy farmers in Los Altos, 

however, is very limited.  They use a traditional communication network to access milk 

market information. This social network is principally based on friends, neighbors (25%) 

and the milk buyer (57%) instead of formal or official sources of market information that 

could not only help the dairy farmers to make better decisions, but could also influence 

their decisions about how many cows to milk and how to feed them. This phenomenon 

reflects a small and dense social network highly influenced by the milk processors that 

discourages social and collective entrepreneurship, or other strategies for improving the 

dairy farmers‘ socioeconomic environment.  

Findings in this research are consistent with  Krishna and Shrader (1999) who argue 

that the lack of both bonding and bridging social capital can become an institutional 

constraint to participating in collective action because it is directly correlated with: (a) 

access to information such as price of inputs and new markets for milk; (b) the creation of 

social networks that facilitate the farmers interactions and discovery of production 
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alternatives; (c) written and non-written contracts; and (d) homogeneity and 

heterogeneity among farmers. 

Dairy farmers perceived that the institutions in which they have to operate are not 

legally transparent enough to facilitate economic transactions and to engage in 

contractual relationship with buyers. Joskow (1993) and Coase (1988) observe that 

transparency is dependent on contractual relations and transactions that are set within a 

set of formal institutions that provide clear and enforceable property rights. We found 

that in the ―Altos Sur‖ environment, these formal institutions are weak or absent, and 

dairy farmers lack access to information that would assist them in collective action.  

These findings are counter to those of Alvarez et. al (2000) who argued that  the 

informal institutional environment influencing the dairy farmers‘ initiatives to participate 

in collective action in the region of ―Altos‖ is most likely tainted by old ideological 

conflicts between the rich and the poor, landlords and small farmers, the ejido figure and 

the landowner. Our findings are more consistent with those of  Gomez et. al. (2003) who 

argues that it is the lack of formal institutional support that has created the informal 

institutions that are not as supportive of collective action as they might otherwise be.  

Gomez et al. found in a qualitative study of social capital in two regions of Mexico that 

dairy farmers from the Altos‘ region in the state of Jalisco showed a poorer awareness of  

the benefits of belonging to a group than dairy farmers from a neighbor region with a 

different land ownership structure.  He argued that in the ―Altos‖ region, land structure is 

organized by private property owners. However; in the current global context, owning 

property rights of land may become an entrepreneurial motivation to participate in 

collective action. 
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Mixing foundations 

Formal and informal socioeconomic foundations described above frame the 

institutional environment to facilitate social interaction and the economic success of dairy 

farmers. As theorized by North (1991), formal and informal institutions are the rules of 

the game in a society. In support of North‘s theory and by using our findings in this 

research where dairy farmers showed a pour socioeconomic performance, we found that 

institutions facilitate human interactions, whether political, social or economic; and 

consequently, they reduce uncertainties created by incomplete information concerning 

socioeconomic transactions. As observed in our results, not only did formal institutions 

such as the state, market and economic organization influence collective action among 

the dairy farmers but also the informal institutions which were analyzed in the different 

form of social capital affected the dairy farmers‘ motivation to participate.  

The low levels of trust on formal institutions and high levels of bonding social capital 

among the dairy farmers observed in this research suggest a need to design, to implement 

and to sustain socioeconomic programs to develop dairy farmers‘ social capital in both 

the bonding and bridging levels. These programs should be based on dairy farmers‘ 

interaction with formal institutions, such as government, market, and economic 

organizations rather than focus exclusively on their interaction with informal institutions. 

This observation is aligned with North‘s (1990) observation about the implementation of 

formal rules (political, economic, judicial) that can compliment and increase the 

effectiveness of informal institutions, but also may be enacted to modify, revise or 

replace informal constraints.  O‘Brien‘s et al (2007) found in the early post-Soviet period 

that  Russian villagers were skeptical of the efficacy of formal institutions that were 
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supposedly regulating agricultural markets.  In that environment, households were very 

risk-averse, relying exclusively on highly dense support networks while refusing to 

expand the amount of land on which they produced food.  However, when the formal 

institutional environment stabilized after 2000, with increased third party enforcement 

and transparency, these same ―peasant farmers‖ began to expand the amount of land 

(usually through lease agreements) they cultivated.  Yet, at the same time, these 

households retained their traditional informal support networks. However, culture might 

play an important role in influencing the dairy farmers‘ formal and informal institutional 

framework in the region of ―Altos Sur.‖ According to DiMaggio (1994) three roles of 

culture can be used to conceptualize the current institutional arrangements that shape 

production in that area: ―first, culture constitutes rational actors, the atoms of the market 

economy; second, ideas, cognitive technologies, and related institutions create enabling 

frameworks for market economies; third, people use culture to interpret and adjust to 

market institutions and relationships.‖ For example, in order to enforce a transaction in an 

efficient economic system, rational actors are completely informed about the process to 

complete a transaction not only because they know about the existence of a formal 

institutional framework supporting them, but also because these actors have been 

culturally educated to act under the influence of social norms of behavior.  
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CHAPTER 7. CONCLUSIONS AND IMPLICATIONS 

The results of this research demonstrate the value of inter-disciplinary sociological 

and economic institutional analysis of the foundations of collective action by focusing on 

government, market, economic organization and social capital. This comprehensive focus 

of analyzing economic and sociological factors mixed in the same data set gives us a 

better understanding of the institutional framework and relations surrounding the milk 

industry in the region of ―Altos Sur.‖ We analyzed and described a socioeconomic 

diagnostic of the dairy farmers‘ perceptions of participating in entrepreneurial collective 

action. We proved that socioeconomic factors surrounding the dairy farmers‘ decisions to 

participate in collective action were embedded in their socio-economic behavior in both 

the household and social settings. On the one hand, the dairy farmers in the region of 

―Altos Sur‖ in Jalisco, Mexico showed strong (dense) bonding social capital indicators; 

however, we observed bridging indicators of social capital to be less developed. For 

example, at the neighborhood and family networks levels, dairy farmers have strong 

dense networks, but their formal networks at the production level, such as access to 

sources of market information and access to formal institutional support levels were very 

weak.  
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The implication of these findings is that the dairy farmers‘ perceptions of the benefits 

of collective entrepreneurial action will increase if the formal institutional structural 

foundations of the market become stronger in Los Altos.  For example, the dairy farmers 

not only need to improve their understanding about how the market works and 

contractual relationships, but also their understanding of the operation of formal 

mechanisms used  to enforce property rights.  

Most importantly, this research strongly shows that the informal institutions of 

household, neighborhoods and community, especially those relating to bonding social 

capital, will support collective action if the formal institutional support is also there. This 

support will result as an answer to the high levels of bonding ties among farmers.  

Such a development would increase farmers‘ access to market information, reduce 

transactions cost in the market and to establish formal contracts with transparent and 

enforceable property rights. Currently, our findings show that dairy farmers have low 

interaction with formal institutions. Socioeconomic indicators that influenced that low 

interaction are principally; low trust in government institutions and agents, low levels of 

entrepreneurial interaction in the market and a reluctance to confront socioeconomic 

costs of contract failure enforcement.  

We believe that the dairy farmers in the region of ―Altos Sur‖ should become 

entrepreneurs on their own, supported by strong formal institutions such as regulatory 

agencies and market incentives. Results of this research justify immediate changes in 

formal institutions, not only because of the existence of wide and strong bonds of dairy 

farmers to neighbors, family and friends but also because of lack of trust and interaction 
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of the dairy farmers with formal institutions like government, market and economic 

organizations. 

In addition results from this analysis also justify the implementation of 

socioeconomic reforms seeking to stimulate bridging social capital and aid community 

development, not only employment and education, but also extended social services 

including health care and better public services. According to O‘Brien and Wegren 

(2002), there is empirical evidence that making formal and informal institutional changes 

in a country‘s path development can result in creating positive social capital to support 

community economic development. Alternatively, a lack of more complete formal 

institutional support will increase the negative associations between the growth of highly 

dense personal networks and involvement in community-wide bridging networks. In 

short, it is the failure of formal institutions, not cultural resistance that is the biggest 

obstacle to the development of bridging social capital in rural regions like Los Altos.  

These dairy farmers lacked a collective action figure to bargain their position in the 

milk industry but they had an entrepreneurial disposition to engage in collective action. 

We argue that success of collective action will take place when the dairy farmer in the 

region of ―Altos Sur‖ perceive more certainty in law enforcement, trust in political and 

government institutions and agents. We analyzed dairy farmers‘ perceptions regarding 

formal and informal institutions to explore ties of government, market and the economic 

organization with dairy farmers‘ socio-cultural environments.  

Consequently, findings of this research use dairy farmers‘ formal and informal 

institutional ties to support entrepreneurial group action as an approach to promote, 
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engage and sustain social entrepreneurship and collective action within production 

systems, industries or a country‘s economy. 

We also analyzed whether dairy farmers‘ perceptions of entrepreneurial collectivism 

match the current institutional frameworks of production surrounding them to perform 

collective action. Formal institutional reforms and practices should be implemented to 

raise and to guarantee the dairy farmers‘ trust in law enforcement institutions and agents, 

both state and federal, which we found to be the principal obstacles to creating economic 

development not only through collective action, but also through all activities of people 

in the society.  

In view of this analysis of economic and sociological foundations that influence 

collective action, bonding social capital among neighbors and the household facilitated 

collective action; however, the dairy farmers‘ perceptions of government institutions and 

agents were unfavorable toward engaging in collective action. 

Our conclusion is the local culture or ideology of producers in the milk industry 

would encourage collective action if there was a higher degree of convergence between it 

and formal institutions allowing them to work together (see O‘Brien and Wegren 2002). 

If the institutions more closely matched the ideology of the producers there would be 

much less resistance to the implementation of the economic development programs.   

Unfortunately, the current perceptions by farmers is of a weak state of formal institutions 

which tends to discourage collective action and encourages them to rely solely on 

informal institutions.  When low levels of association exist among formal and informal 

institutions, then formal institutional changes are recommended to improve 
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socioeconomic development (See O‘Brien et. al. 2007). Consequently, entrepreneurial 

collective action would be strengthened by changing formal institutions. 

Despite perceptions of formal institutional obstacles, the dairy farmers face an 

oligopsony power that also countervails collective action because buyers of milk 

maintain strong production networks tied to formal institutions which help to balance the 

supply and demand of milk in the region. Consequently, an entrepreneurial collective 

action movement benefiting dairy farmers might affect economic interests structured in 

the formal production network between government agents and milk processors. This 

entrepreneurial collectivism analysis supports the dairy farmers‘ socioeconomic rights to 

seek an ‗alternative path‘ that promotes better milk trade among small dairy farmers. The 

sociological and economic foundations analyzed in this research show ties among formal 

and informal institutions encouraging the dairy farmers‘ dependence on the milk buyers. 

The promotion and creation of an ‗alternative path‘ that encourages the dairy farmers‘ 

interaction with formal institutions can lead these dairy farmers to experience a real 

participation in the Mexican milk industry.      

This analysis of sociological and economic institutional foundations of  collective 

action can open up a broad discussion about institutional factors seeking to ameliorate the 

evolution of globalization and facilitating local farmers‘ communities to integrate and to 

facilitate success in the global economy. Our general finding is that these potential 

collective organizations are not constrained so much by culturally-based ideologies as 

they are by the level of formal institutional support that they receive from government 

and market interactions.   
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Results of this research suggest the need for further studies. Future similar studies are 

needed in other regions and industries with similar or varied market structures. In 

addition to cross-sectional, a multivariate longitudinal approach including a larger sample 

will help to ensure greater accuracy of the findings when a socioeconomic problem seek 

to be explained. The additional use of qualitative approaches in order to analyze the 

opinions and thoughts of the dairy farmers might help to strengthen the validity of our 

findings about the diagnosis of the problems facing entrepreneurial collectivism. In 

addition to structured quantitative interviews, qualitative methodologies like focus 

groups, in-depth case studies and Q-sort methods may strengthen our understanding of 

the sociological and economics foundations of collective action.  
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APPENDIX 1.  REFFERAL LETTER  

 
1. Spanish  

 
Mayo del 2006 

 
Estimado companero productor de leche 
 
 
Eleazar Gonzalez quien presenta este escrito, realiza una encuesta a productores de leche 
de la zona de los Altos para conocer mas de cerca la problematica actual en la produccion 
de leche y poder justificar, fortalecer  e incentivar esquemas de organizacion y 
comercializacion que puedan crear certidumbre y mayores beneficios al productor de 
leche en esta zona.  
 
Por lo anterior te pido tu apoyo para que participes contestando las preguntas a la 
encuesta que el esta realizando.  
 
 
Quedo de usted. 
 
Refugio Munoz 
Presidente de la Asociacion Ganadera 
 
 
2. English Translation 

 
May, 2006 

 
Dear dairy farmer producer 
 
Eleazar Gonzalez, who refers this letter, is interviewing dairy farmers in the ―Altos‖ 

region. He is seeking to know the current socioeconomic environment in the regional 
milk industry in order to justify, strength and promote organizational and marketing 
schemes that bring certainty and more benefits to dairy farmers in the region. 
  
I request your support to participate in this interview. 
 
Sincerely 
Refugio Munoz 
Dairy Farmers Association 
President 
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APPENDIX 2. INTERVIEW QUESTIONAIRE 

 
Analyzing perceptions that might encourage or discourage participation in collective 
action 
 

V. Demographic Variables 

1. Sex  Male - 0  Female - 1 
 
2. Age 
 
1 - less than 20       4 - 31 to 35            7 - 46 to 50                                                                     
2 - 21 to 25             5 - 36 to 40            8 - 51 to 60                              
3 - 26 to 30             6 - 41 to 45            9 - more than 60                                                     
                                                                     
3. Marital Status 
   1 – Married         2 -  Couple living together     3 -  Single 
   4 -   Divorced      5 – Widow                              6 -   Other _______ 
 
4. How many children do you have? 
 
5. How many people live in your household? 
 
6. How many years of formal education do you have? 
 
0  -  6 years or less          1  -  7 to 9               2  -  10 to 12  
3  -  13 to 15                   14 -   
 
7. Do you practice a religion? 
                  1.  Catholic                               2.  Baptist  
                  3.  Other __________               4.  NO 
 
8. Choose your family Income (include dairy activity, permanent job, temporal job, wire money) 
       1. Less than 5000 pesos a month             2. 5001 to 10000 
       3. 10001 to 15000                                    4. 15000 to 20000 
       5.  21000 to 30,000                                   6. More than 31000 
 
9. What percent of this income is generated from the dairy farming activities? 
 
1 - 100%          2 – 81 to 99    3  -  61 to 80      4.  41 to 60 
5 -  21 to 40     6 -    1 to 20    7  -  0   
 
10. What percent is wire transferred from the USA? 
 
1 - 100%          2 – 81 to 99    3  -  61 to 80      4.  41 to 60 
5 -  21 to 40     6 -    1 to 20    7  -  0   
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Section IV 

 
Production Variables 

11. How long have you been milking cows?          
1  - 5 years or less   2 - 6 to 15 years 
 3 - 16 to 30                   4 - more than 31 
 
12. Currently, how many cows do you milk daily?        
 
13. As a dairy farmer, what is the most amount of cows you have milked in a day? 
                                                                            
 
14. What is the average number of cows you have milked in the last two years? 
 1 -  1 to 20 cows     2 -  21 to 30 cows    3 -  31 a 50     4 -  _______ 
 
15. How many times a day do you milk your cows? 
                                                                              
16. On an annual basis, what is the average production of milk per cow a day?  

1 -  10 liters or less     2 -   11 to 15    3  -  16 to 20    
4    -   21 to 30               5  -   More than 31   

 
17. Production system 
  

1. Only grassing       2. Estabulado       3. Semi-estabulado 
 
18. do you add milk-hormones to cows 
 

19. Do you use mechanical machines when milking? 
                                                                              0 - Yes 
                                                                              1 - No                                  
20. How do you transport your milk? 
 
                                 1 -  I deliver it in my own truck 
                                 2 -  A buyer picks the milk up 
                                 3 -  Other 
21 who control thermoes to collect milk? 
 

                                                                          0  - own 
                                                                          1  -  milk delivered to a buyer thermo 
                                                                          2. - buyer gave me a thermoes in commodate 
                                                                          3. - buyer pick milk up without thermoes 
 
22. How much money do you receive per liter of milk?  
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I. Warm up questions 

 

Do you strongly agree or disagree with the following: 
 

 Strongly 
Agree 

 
Agree 

 
Neutral 

 
Disagree 

Strongly 
Disagree 

23. The current way I sell 
milk satisfies me. 

 
 

 
 

 
 

 
 

 
 

24. There is always a buyer 
for my milk.   

     

35. It is difficult to find 
another buyer for my milk. 

     

26. I would like to join 
other individual farmers to 
negotiate the price of milk. 

 
 

 
 

 
 

 
 

 
 

27. I believe there is a 
better way to deliver my 
milk than my current 
method. 

     

28. I would like to spend 
time in community 
activities such as cleaning 
the street, recycling trash 
or rebuilding the park. 

     

 
29. I used to have a membership in an entrepreneurial organization in my community. 

0 – Yes   
           1 - No 
 
 30. Currently holding a membership in an entrepreneurial organization in my 
community. 
        0 – Yes   
          1 - No 
 
Please mark your level of agreement to the following statements as an individual 
producer: 

 Strongly 
Disagree 

 
Disagree 

 
Neutral 

 
Agree 

Strongly 
Agree 

31. I am able to bargain 
the price of milk with my 
buyers. 

     

32. The price of milk 
seldom rises. 

     

33. Cost of inputs has 
been increasing 
drastically in the last 3 
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years. 

34. My current profit per 
liter of milk is higher 
than last year. 

     

35. I am able to sell my 
milk every day.   

     

36. I receive a fair price 
per liter of milk. 

     

 
If you and other individual farmers form a group, which of the following would you 
achieve? 

 Strongly 
Agree 

 
Agree 

 
Neutral 

 
Disagree 

Strongly 
Disagree 

37. We would have the 
power to bargain the 
price of milk with our 
buyers. 

     

38. We would be able 
to sell all our milk 
everyday. 

     

39. We could lower the 
cost of inputs per liter 
of milk. 

     

40. Our profit per liter 
of milk would increase. 

     

 

 

Section II (Formal Institutions) 

 
 

Clear and enforceable property rights 

 
 

The state (government) 
 
Please mark as an individual producer your agreement level to the following statements:  
 

 Strongly 
Agree 

 
Agree 

 
Neutral 

 
Disagree 

Strongly 
Disagree 

Don‘t 
Know 

41. The government 
promotes collective 
action among farmers. 

 
 

 
 

 
 

 
 

 
 

 
 

42. Dairy farmers have 
direct interaction with the 
government in order to 
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obtain official benefits, 
such as new markets and 
subsidies.  
43. The government 
intervenes in favor of 
farmers to bargain a 
competitive price for 
milk with buyers.   

      

44. If my buyer fails to 
fulfill agreements written 
in the contract, then the 
government will help to 
enforce my rights 
specified in the contract. 

      

45. In case of a dispute, 
the buyers might 
influence the court to act 
in their benefit. 

      

46. Government 
regulations concerning 
milk standards are fair.   

      

47. The government‘s 

duty is to guarantee a 
market for my milk. 

      

48. The government 
helps dairy farmers 
improve their milk 
production. 

      

 
 
Choose the answer that best corresponds to the question: 
 

 Yes  No Don‘t 

know 
49. Government has established formal rights that support 
dairy farmer activities. 

   

50. I feel confident engaging in formal agreements with the 
government. 

   

51. I receive government subsidies like Procampo and 
Alianza. 

   

52. I am currently engaged in a contractual agreement with 
the government. 

   

53. My rights are written clearly in that contract    
54. I have a verbal contractual agreement with the 
government.  
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55. I have been engaged in verbal agreement with the 
government before 

   

 

 

The Market 

 
Choose the answer that best corresponds to the question: 
 

 Yes  No N/A 
56. I have many buyers to sell my milk to.    
57. I signed a contractual agreement to only sell milk to my current 
buyer. 

   

58. I know my rights in that contract.    
59. My rights are clearly written in that contract.    
60. I am able to enforce my rights.    
61. I have a verbal contract with my milk buyer.    
62. I live far away from other buyers who pay more per liter of milk.    

 
 

Please mark your agreement level to the following statements:  
 

 Strongly 
Agree 

 
Agree 

 
Neutral 

 
Disagree 

Strongly 
Disagree 

N/A 

63. Currently, I receive a 
fair price per liter of 
milk. 

 
 

 
 

 
 

 
 

 
 

 
 

64. I have access to 
information which can 
help me find a buyer who 
will pay a higher price 
per liter of milk. 

      

65. It would be more 
costly to sell my milk in 
a different way than to 
sell my milk to my 
current buyer. 

      

66. It is easier to sell my 
milk to my current buyer 
than to find a higher 
paying buyer. 

      

67. I like the way my 
milk is paid for by the 
buyer. 
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68. My milk buyer will 
always buy any amount 
of milk I deliver. 

      

 

 
69. The best way to receive payment for my milk is: 

      1 – Each time I deliver it 
      2 – At the end of the week 
      3 – Once a month 
       4 - Other 

 

70. How often do you interact with other farmers to talk about your problems in the milk 
industry?  
 
1 – very often  2 – often 3 – somewhat often 4 – neither often nor non-often
 5 – once in a while 6 – rarely  7 –  never 
 

 

The firm/economic organization 

 

Choose the answer that best corresponds to the question: 
 Yes No N/A 
71. I have made a specific investment to service my current buyer 
such as buying a thermos for cooling my milk. 

   

72. I joint other dairy farmers to buy a thermos     
73. I made a large specific investment with one buyer of milk such 
as purchasing equipment to pasteurize my milk. If yes, then answer 
the following three questions. 

   

74. We signed a contract for enacting this investment.    
75. I know my rights in that contract.    
76. I trust my buyer. They will not appropriate my investment    

 

 

Please mark your agreement level to the following statement: 
 Strongly 

Agree 
Agree Neutral Disagree Strongly 

Disagree 
N/A 

77. My buyer expects me 
to deliver more or less the 
same amount of milk every 
day. 

 
 

 
 

 
 

 
 

 
 

 
 
 

78. My buyer monitors the 
quality of my milk (they 
look for standards of 
quality). 
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79. I feel comfortable 
engaging only in a verbal 
agreement with my buyer.  

      

80. I would like to be 
engaged in a written 
agreement with my buyer. 

      

81. I will be able to enforce 
my rights in case of 
contract failure. 

      

82. If a contract fails, then 
many transactions (time) 
are required to enforce it.  

      

83. It is very expensive to 
enforce a contract when it 
fails. 

      

84. I feel a moral 
obligation to sell my milk 
to m0y current buyer.  

      

 
 
Please, give your perceptions of the following statements. 

 Strongly 
Agree 

Agree Neutral Disagree Strongly 
Disagree 

N/A 

85. I feel confident engaging 
in a formal agreement with 
milk buyers. 

 
 

 
 

 
 

 
 

 
 

 
 

86. I would like to join other 
farmers in order to sell my 
milk. If yes, answer the 
following question. If no, 
then skip next 4 statements.   

      

87. The group should be 
made up of a few dairy 
farmers. 

      

88. The group should be 
made up of many farmers. 

      

89. It would be important 
that participants in the group 
be similar regarding the 
numbers of cows they owns, 
technology etc. 

      

90. Having similar 
characteristics among 
members in the group is not 
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important to me. 

91. The main reason I would 
like to participate in 
collective action is to 
improve my income. 

      

92. Although, I am afraid 
that some people in the 
collective would take 
advantage of me and other 
members because his lack of 
involvement. 

      

93. In a collective, there is no 
way to enforce property 
rights.  

      

94. I don‘t trust the law.       
 
 

Section III Informal Institutions 

 

 

Bonding and Bridging Social Capital 

 
Please fill in the blank as to the level of importance you place on the following 
statements: 
 

Customs  Very  
Important  

 
Important  

 
Neutral 

Somewhat   
Important 

Not 
Important 
at all 

N/A 

95. Staying in the milk 
industry is… 

 
 

 
 

 
 

 
 

 
 

 
 

96. Selling my milk to 
local buyers is… 

      

97. Buying inputs and 
selling milk 
individually is… 

      

98. I feel safe just 
having a verbal 
agreement with my 
buyer. 

      

99. Producing and 
selling milk in a 
traditional way is... 
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100. Talking with other 
farmers about milk 
issues is … 

      

101. Selling milk as a 
member of a collective 
is...  

      

 

 

 

Culture in the form of social capital - Bridging social capital-Networks 

 

Informal networks  

 

a) Family networks 

 
Mark the frequency you face the following statements: 

 Always Most 
of the 
time 

Someti
mes 

Rarely 
 

Never N/A 
 

102. I talk to my family 
about problems in the 
milk industry. 

 
 

 
 

 
 

 
 

 
 

 
 
 

103. I support my 
children‘s interests by 

attending activities at 
school or other social 
institutions. 

      

104. I ask my family 
about their needs 
regularly. 

      

105. In the last 2 years, I 
have spent a lot of time 
helping either a friend or 
a relative.  

      

106. I spend a significant 
part of my time with my 
family every day. 

      

 
Choose your agreement level to the following statements 
 

 
 

Strongly  
Agree 

Agree 
 

Neutral 
 

Disagree 
 

Strongly 
Disagree 

107. If I was in need of 
money, I can ask a 
relative to borrow 
money. 
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108. If I have an 
emergency in my 
household, there is a 
relative who I can ask 
to spend time to help. 

     

 
b) Friends and neighbors 

 
Please, give an answer to the following statements: 

 Yes No N/A 
109. I have three or more close friends whom I talk about my personal 
problems with. 

 
 

 
 

 
 

110. I have enough people who can provide me money in an emergency.    
111. If I have an emergency in my household, there is a friend who I can 
ask to spend time to help. 

   

112. I personally know most of the dairy farmers in my community.    
113. At least once a month, I meet with other dairy farmers in the plaza 
or the club to play games, talk or drink coffee. 

   

 
 

 

Formal Networks 

 

Please, give an answer to the following statements: 
  

Yes  
 
No 

 
Don‘t 

know 
114. Currently, I belong to an organization such as a political, 
or sport club. If yes, name the organization.  _________ 

 
 
 

 
 
 

 
 
 

115. I am an active member of an organization, such as a 
political, religious or sports club. 

   

116. Do you belong to a producer association?    
117. Are you an active member of this association?    
118. I feel a part of a team when I am in a group.    
119. I visit or have friends visit me at least once a month.     
120. In the last 12 months, I have contacted a government 
institution regarding a community problem. 

   

121. In the last 12 months, I have contacted the government 
because of a personal problem. 

   

 

Access to Information 

 

22. How many times in the last month have you or anyone in your household read a 
newspaper or had one read to you? 
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23. How often do you listen to the radio? 

1. Every day 
2. A few times a week 
3. Once a week 
4. Less than one a week 
5. Never 

24. How often do you watch television? 
1. Every day 
2. A few times a week 
3. Once a week 
4. Less than one a week 
5. Never 

25. What are your three major sources of market information? 
 
 
 

1. Relatives, friends and neighbors 
2. Community bulletin board 
3. Local market 
4. Community or local newspaper 
5. Radio 
6. Television 
7. Political associations 
8. Community leaders 
9. Government outreach workers 
10. Internet 
11. Buyer  

126 What is your second major source of market information 

1.  Relatives, friends and neighbors 
2. Community bulletin board 
3. Local market 
4. Community or local newspaper 
5. Radio 
6. Television 
7. Political associations 
8. Community leaders 
9. Government outreach workers 
10. Internet 
11. Buyer 

 

127 What is your third major source of market information 

 

1. Relatives, friends and neighbors 
2. Community bulletin board 
3. Local market 
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4. Community or local newspaper 
5. Radio 
6. Television 
7. Political associations 
8. Community leaders 
9. Government outreach workers 
10. Internet 
11. Buyer 

 

128. In general, compared to five years ago, has access to information (Newspapers, 
magazines, television and radio, which are sources of information about price of inputs, 
and new buyers of milk)… 
 

Improved   ___________ Deteriorated  __________ Stayed about the same ________ 
 

Bonding Social Capital-Norms of Trust 

 
Particularized trust  

 
Please mark how often you trust people based on the following statements: 

 Always Most 
of the 
time 

Sometimes Rarely Never N/A 

129. If one of my close 
friends asks me for a 
personal loan amounting 
to 10 % of my income I 
will lend him the money.  

 
 

 
 

 
 

 
 

 
 

 
 

130. My relatives act in 
my best interests. 

      

131. My friends act in 
my best interests.  

      

132. How often do you 
borrow things from your 
neighbors?  

      

133. How often do you 
exchange favors with 
your neighbors? 

      

 
Generalized trust to estrangers 

 
Please mark your agreement level to the following statements: 

 Strongly 
Agree 

 
Agree 

 
Neutral 

 
Disagree 

Strongly 
Disagree 

N/A 
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134. Generally speaking, 
most dairy farmers in my 
community can be 
trusted. 

 
 

 
 

 
 

 
 

 
 

 
 

135. Most dairy farmers 
in this state can be 
trusted. 

      

136. Generally speaking, 
you can‘t be too careful 

in dealing with most 
people in my town. 

      

137. In this town one has 
to look out for people 
who are likely to take 
advantage of you. 

      

138. If you lose a cow, 
one or more dairy 
farmers will help you 
look for it. 

      

139. If another dairy 
farmer tells me that I will 
be better off participating 
in a collective, I will trust 
him. 

      

140. Joining a collective 
would make me feel 
more secure about the 
future of my dairy 
farming activities. 

      

141. I will help my 
neighboring farmers to 
sell or transport their 
milk if their truck breaks 
down. 

      

142. If I am unable to 
measure and deliver my 
milk to the thermos, I can 
rely on my neighbor to 
do it for me. 

      

 

Institutionalized Trust 

 

Please mark how often you trust the following institutions: 
 Always Most of 

the time 
Sometimes Rarely Never N/A 

143. Legal system        
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144. Church       
145. The press       
146. The police       
147. Federal government       
148. State government       
149. Local government        
150. The postal system       
151. Buyers of milk       
152. Credit agencies       

 

How often can you trust each of the following to act in your best interests? 
 Always Mostly Sometimes Rarely Never N/A 
153. The police       
154. Pastor of church       
155. Political parties       
156. Public servants       
157. Federal government 
agents 

      

158. State government 
agents 

      

159. Local government 
agents 

      

160. Buyer of milk       
 

Norms of reciprocity 

 

Please mark your agreement level to the following statements: 
 Strongly 

Agree 
Agree Neutral Disagree Strongly 

Disagree 
N/A 

161. Most people are 
only concerned about 
their own welfare. 

 
 

 
 

 
 

 
 

 
 

 
 

162. If I have a problem, 
there is always somebody 
to help me. 

      

163. I don‘t pay attention 

to the opinions of other 
dairy farmers. 

      

164. Most people in my 
town will help if you 
need them. 
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165. I feel included and 
accepted in my 
neighborhood. 

      

166. If one of my 
neighbors milks my cows 
when I get sick, I feel in 
debt with him. 

      

167. If somebody else 
needs a favor, I will help. 

      

 

168. Where is your farm location? 
 

169. Who receive or buy your milk? 
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 120 

REFERENCES 

 
Acheson James. (1994). Anthropology and Institutional Economics. University Press of 

America. 5-29. 
 
Alchian A.A., and Demsetz H. (1972). ―Production, Information Cost and Economic 

Organization.‖ American Economic Review V.62: 777-795. 
 
Alston L., Eggertsson T., and North D.C. (1996). Empirical Studies in Institutional 

Change. Cambridge University Press. 
 
Alvarez A., Bofill S., and Montano E.(2000). El Asociacionismo como factor de 

competitividad: el caso del sector social en la lecheria de aguascalientes Mexico. 
Cited in ―Los agronegocios y el desarrollo agropecuario ante los retos del nuevo 
milenio (2000). Edited by Sociedad Mexicana de Administracion Agropecuaria 
A.C. Universidad Autonoma Chapingo.   

 
ASERCA (2004) Ganadería bovina lechera; Levaduras; Programas de apoyo directo. 

Claridades Agropecuarias. Vol. 136. 
 
Aust, Patricia. 1997. ―An Institutional Analysis of Vertical Coordination Verses Vertical 

Integration: The Case of the U.S. Broiler Industry.”  Michigan State University. 
 
Boland M., Barton D., Domine M. (2002). Economic Issues with Vertical Coordination. 

Kansas State University. 
 
Campbell, J., and L. Lindberg. (1990). ―Property Rights and the Organization of 

Economic Activity by the State. ―American Sociological Review. 
 
Castro C. (2003) Perspectivas de la Red Leche de Bovino en Mexico 2003. Fideicomisos 

Instituidos en Relacion con la Agricultura. FIRA.  

Child D. (1970) The Essentials of Factor Analysis. London: Holt, Rinehart and Winston.  

CEPAL (1999). Centro America: Cambio Institucional y Desarrollo Organizativo de las 
Pequenas Unidades de Produccion Rural. Naciones Unidas. P.79. 

 
Cheung S. N. (1983). ―The Contractual Nature of the Firm.‖ Journal of Law and 

Economics. V 26. P.3-8. 
 
Cidi (2006) Padron de Productores lecheros del Estado de Jalisco. Centro de 

Investigacion para el Desarrollo Industrial. Universidad Autonoma de 
Guadalajara. 

 
Coase, Ronald. (1960). ―The Problem of Social Cost.‖ Journal of Law and Economics . 

P.1-44. 



 121 

 
Coase, Ronald. (1984).‖The New Institutional Economics.‖ Journal of Institutional and 

Theoretical Economics. P. 140. 
 
Coase R.H. (1988). The Firm, The Market and the Law. The University of Chicago Press. 
 
Coleman, James. (1988). ―Social Capital in the Creation of Human Capital.‖ American 

Journal of Sociology. V. 94 Supplement  S95-S120. 
 
Cook, M. L. (1995). ―The Future of U.S. Agricultural Cooperatives: A Neo-Institutional 

Approach,‖ American Journal of Agriculture Economics. P. 1153-1159. 
 
Cook, M. L. and Plunkett B. (2006) ― Collective entrepreneurship: An Emerging 

Phenomenon in Producer-Owned Organizations‖ Journal of Agricultural and 

Applied Economics. 38, 2. 
 
Comrey, A. (1973) A First Course in Factor Analysis. New York. Academic Press. 
 
DiMaggio P. (1994). Culture and Economy.Cited in ―The Handbook of Economic 

Sociology.‖ Edited by Smelser Neil and Swedberg Richard. (1994). Princeton 
University Press. P. 35-37.  

 
Dobbin F. (2004). The New Economic Sociology. Princeton University Press. 
 
Dobson W. (2003). ―Desarrollo de las Industrias Lecheras en Latinoamerica.‖ Babcock 

Institute. University of Wisconsin. No. 102 
 
Powell W. and DiMaggio, P. (1991).  The new institutionalism in Organizational 

Analysis. Chicago: University of Chicago Press. 
 
Eggertsson T. (1990). Economic Behavior and Institutions. Cambridge Surveys of 

Economic Literature, University of Iceland. P. 59-64. 
 
Esteban J. and Ray D. (2001) ―Collective Action and the Group Size Paradox.‖ American 

Political Science Review. Vol. 95, No. 3. 
 
Fafchamps M. and Minten B. (1999). ―Social capital and the Firm: Evidence from 

Agricultural Trade‖ cited March, 2007. 
http://www.appropriate-economics.org/materials/social_capital_and_the_firm.pdf 
 
Futemma C., De Castro F., Silva M., Ostrom E.  (2002) ―The Emergence and Outcomes 

of Collective Action: An Institutional and Ecosystem Approach‖ Society and 

Natural Resources 15:503-522. 
  
Fink Arlene (2003) How to ask survey questions. The survey kit 2. 2nd edition. pg52-79 
 

http://www.appropriate-economics.org/materials/social_capital_and_the_firm.pdf


 122 

Fligstein N. (2001) The Architecture of Markets. An Economic Sociology of Twenty-
First-Century Capitalist Societies.  Princeton. Pg 274. 

 
Fundacion Produce-Jalisco (2005) ―Avances, Retos y Perspectivas del Systema Producto 

Leche.‖ Gaceta tematica official. Ano 1., numero 3. 
 
Furubotn E. and Richter Rudolf. (2000). Institutions and Economic Theory. The 

Contribution of the New Institutional Economics. The University of Michigan 
Press. 

 
Garson, G. David (2007). "Factor Analysis", from Statistic notes: Topics in Multivariate 

Analysis. Retrieved 03/02/2007 from 
http://www2.chass.ncsu.edu/garson/pa765/statnote.htm. 

 
Garcia H. Martinez E., Salas H., and Tanyeri A. (2000) ―Transformation of dairy activity 

in Mexico in the Context of Current Globalization and Regionalization.‖ 

Agriculture and Human Values. 17: 157-167. 
 
Gomez M., Cervantes F., Schwentesius R., Whiteford S., Chavez M. (2003). Capital 

Social y Pequenos Productores de Leche en Mexico: Los Casos de los Altos de 

Jalisco y Aguascalientes.‖ Cited in ―Capital Social y Reduccion de la Pobreza en 

America Latina y el Caribe: en Busca de un Nuevo Paradigma‖ (2003). Edited by 

Atria R., Siles M., Arriaga I., Robinson L. and Whiteford S. Comision Economica 
para America Latina y el Caribe (CEPAL) of  Naciones Unidas and Michigan 
State University.   

 
Grootaert et. al. (2004). ―Measuring Social Capital.‖ An Integrated Questionnaire. 

Working paper  18.  The World Bank. Washington, D.C. 
 
Granovetter. (1985). ―Economic Action and Social Structure: The Problem of 

Embeddedness‖ American Journal of Sociology. 481-510. 
 
Habermas J. (1970). Toward a Rational Society. Student Protest Science and Politics. 

Beacon Press Boston. P.81-93. 
 
Hailstones T. (1982) ―Basic Economics” South-Western Publishing. 7th edition 
 
Hart O. and Moore J. (1990) ―Property Rights and the Nature of the Firm‖ The Journal of 

Political Economy, Volume 98, (6) 1119-1158 
 
Heilbroner R. and Thurow L. (1998) Economics Explained. Touchstone publisher. 4th 

edition. 
 
Menezes C. (1997) Fundamentals of Economics. University of Missouri-columbia, 

custom publiched packet. 
 



 123 

Hernandez E. and Del Carmen M. (2000). La Industria Lactea de Mexico en el Contexto 
del Tratado de Libre Comercio de America del Norte (TLCAN). Banco 
Interamericano de Desarrollo e Instituto para la Integracion de America Latina y 
el Caribe. BID-INTAL.  P.100. 

 
Herman A. ―Commentary on Quantitative Methods in I-O Research‖ Society for 

Industrial and Organizational Psychology. Vol. 35/ No. 4. April, 1998. 
 
Hatcher, Larry (1994). A step-by-step approach to using the SAS system for factor 

analysis and structural equation modeling. Cary, NC: SAS Institute. Focus on the 
CALIS procedure  

 
Jackson D. and Borgatta E. (1981) Factor Analysis and Measurement, London: Sage 
 
Jensen M.C., and Meckling W.H. (1976). ―The Theory of the Firm: Managerial Behavior, 

Agency Cost and Ownership structure.― Journal of Financial Economics 3.(No. 4 
October). P 305-360. 

 
Jepperson R. (1991). ―Institutions, Institutional Effects, and Institutionalism.‖ Cited in 

―The New institutionalism and Organizational Analysis.‖ Edited by Powell W. 

and DiMaggio P. (1991). The University of Chicago Press. 
 
Joskow P. (1993). ―Asset Specificity and the Structure of Vertical Relationships: 

Empirical Evidence‖ Edited by Williamson and Winter. (1993). ―The Nature of 

the Firm‖ Origin, Evolution and Development.‖ P. 124-125. 
 
Klein  B., Crawford, R. C., and Alchian, A. (1978). ― Vertical Integration Appropriable 

Rents, and the Competitive Contracting Process.― Journal of Law and Economics 

21. (October) no2 . 297-326. 
 
Keefer P. and Shirley M. (2000). ―Formal Versus Informal Institutions in Economic 

Development on Institutions Contracts and Organizations.‖ Perspectives From 

New Institutional Economics. Edited by Claude Menard. (2000). P. 96-97. 
 
Krishna A. and Shrader E. (1999). Social Capital Assessment Tool. The World Bank. 

Washington, D.C. 
 
Lara D., Mora J., Martinez M., Garcia G., Omana J., and Gallegos J. (2003) 

Competitiveness and Comparative Advantages of Milk Production Systems in 

Jalisco State, Mexico. Agrociencia 37:85-94. 
 
LeConpte M and Schensul J. (1999) Analyzing and Interpreting Ethnographic Data. 

Altamira Press. Pg 133-135 
 
Liconsa (2006) ―Registro de Productores de Leche 2006‖ Liconsa S.A. de C.V.  Padron 

por centro de acopio. 



 124 

 
Mantzavinos C. (2001). Individuals, Institutions and Markets. Cambridge University 

Press. 
 
Mariscal V. Estrella H. Ruiz A. Sagarnaga M. Salas J and Gonzalez M. (2004). ―La 

Cadena Productiva de Bovinos Lecheros  y el TLCAN.‖ Universidad Autonoma 

Chapingo. P.106. 
 
Megginson W. and Metter J. (2001). ―From State to Market: A Survey of Empirical 

Studies on Privatization.‖ Journal of Economic Literature. P. 89. 
 
Miller Benjamin (2001) “Beyond Statistics” a practical guide to data analysis. Allyn and 

Bacon. P 3. 
 
Mohar Alejandro (1998). La Nueva Institucionalidad Rural: El caso de Mexico. FAO. 

Centro de Estudios para la Reforma del Estado. P.115. 
 
Mulaik, S. (1972) The Foundation of Factor Analysis. New York. McGraw-Hill.  
 
Nabor E. (2003). ―Ideologia, Estado y Organizacion para la Produccion en el Campo 

Mexicano.‖El Colegio de Michoacan.  
 
National Economic and Social Forum. (2003). ―The Policy Implications of Social 

Capital.‖ Forum report 28. 
 
Nee V. and Ingram P. (2001). Embeddedness and Beyond: Institutions, Exchange, and 

Social Structure. Cited in ―The New Institutional in Sociology.‖ Edited by 
Brinton and Nee. (2001).   

 
Norma Oficial Mexicana (2003). ―NOM-155-SCFI-2003 Leche, formula lacteal y 

producto lacteo combinado-denominaciones, especificaciones fisicoquimicas, 
informacion commercial y metodos de prueba.‖ Estados Unidos Mexicanos-
Secretaria de Economia. 

 
North D. C. (1990). Institutions, Institutional Change and Economic Performance. 

Cambridge University Press.  
 
North D. C. (2005). Understanding the Process of Economic Change. Princeton 

University Press. 
 
O‘Brien D. J.,  Phillips J. and Patsiorkovsky V. (2005) ―Linking Bonding and Bridging 

Social Capital‖ Regional Studies, Vol. 39. 8, pp.1041-1051. 
 
O‘Brien D. J. and Wegren S. (2002). ― Rural Reform in Post-Soviet Russia.‖ Woodrow 

Wilson Center Press. Washington, D.C.  
 



 125 

O‘Brien D. J., Wegren S. and Patsiorkovsky V. (2007) ―Income Stratification in Russian 

Villages‖ From Profession to Property.‖ Problems of post-communism, Vol. 54, 
no. 1, pp 37-46.  

 
Odermatt P. and Santiago M. (1997) ―Ventajas Comparativas en la Produccion de Leche 

en Mexico.” Agroalimentaria no. 5 
 
Ochoa R., Anderson D., Outlaw J., Richardson J., Knutson R., Schwart R., and Miller J. 

(1998). ‖Granjas Lecheras Representativas en Mexico Panorama Economico‖ 

1998. ―AFPC Working Paper 98-10. Texas A & M University. 46 pg. 
 
Olson M. (1965). The Logic of Collective Action. Public Goods and The Theory of 

Groups. Harvard University Press. 
 
Ostrom, Elinor. 1990. Governing the commons: The evolution of Institutions for 

collective action. Cambridge: Cambridge University Press. 
 
Personal case study interview (2005). ―Why Dairy Farmers are not Organized in the 

Altos Sur Region? Personal interview with a dairy farmer. Interviewer: Eleazar 
Gonzalez.  

 
Pindyick R. and Rubinfeld D. (1997) Microeconomics. Fourth Edition. Prentice Hall. 
 
Putnam Robert. (1993). Making Democracy Work. Princeton University Press. 
 
Putnam, Robert. (2000). Bowling Alone: The Collapse and Revival of American 

Community. Touchstone. New York. 
 
Royer, Jeffrey (1995) ―Potential for Cooperative Involvement in Vertical Coordination 

and Value-Added Activities,‖  Agribusiness: an International Journal. 11 473-81 
 
Rummel R. (1970) Applied Factor Analysis. Northwestern University Press. 617p. 
 
Salcedo Salomon (1999). Impactos diferenciados de las reformas sobre el agro 

mexicano: productores, regiones y agents. CEPAL. Naciones Unidas. P. 84. 
 
Samuelson P. and Nordhaus W. (1999). Economia. 16 edition. Mc Graw Hill. P. 310-311.  
 
Scott Richard. (2001). Institutions and Organizations. Second Edition. Foundation for 

Organizational Science. 
 
Schmidt L., Morton S., Damberg Ch., and McGlynn E. (1999)  An Overview of methods 

for Conducting Surveys. Edited in ―Health information systems: design Issues and 

Analytic Applications. Health information System Vol.1. pg.198  
 



 126 

Sexton, R.J. and Iskow, J. (1988). ―Factors Critical to the Success or Failure of Emerging 

Agricultural Cooperatives.” USA. Agricultural Cooperative Service. Giannini 
Foundation Information Series No. 88-3 

 
 
Steve W. Martinez. (2002). ―A Comparison of Vertical Coordination in the U.S. Poultry, 

Egg, and Pork Industries.‖ Agriculture Information Bulletin No. 747-05 Current 
Issues in Economics of Food Markets. 

Stevens J. (1992) ―Applied Multivariate Statistics for the Social Sciences”  London: 
Lawrence Erlbaum. 

Stone Wendy (2001). ―Measuring Social Capital‖ Towards a theoretically informed 

measurement framework for researching social capital in family and community 
life. Research paper No. 24. 

 
Sudman S. and Bradburn N. (1982) Asking Questions. A Practical Guide to Questionnaire 

Design. San Francisco: Jossey-Bass. 
 
Tabachnick B., and Fidell L. (1996) Using Multivariate Statistics. 3rd edition. Harper 

Collins College Publishers. P 880. 
 
Tacq Jacques (1997) Multivariate Analysis Techniques in Social Science Research. From 

problem to Analysis. Sage publications. P.409. 
 
Trigilia C. (2002) Economic Sociology. State, Market, and Society in Modern Capitalism. 

2nd ed. Blackwell Publishers. 
 
Wikipedia (2007) ―La enciclopedia libre‖ cited in April 2007. 

http://es.wikipedia.org/wiki/Regiones_del_Estado_de_Jalisco#Regi.C3.B3n_Alto
s_Sur. 

 
Williamson O. E. (1991). ―Comparative economic organization: the analysis of discrete 

structural alternatives.‖ Administrative Science Quarterly. V36 n2 P. 269(28). 
 
Williamson O. E. (1996). Prologue: The Mechanisms of Governance. Oxford University 

Press. 
 
Williamson O. E. (2000). ―The New Institutional Economics: Taking Stock, Looking 

Ahead.‖ Journal of Economic Literature. V. 38. p. 595-613. 
 
Woolcock, Mi. (1998) ―Social Capital and Economic Development: Toward a 

Theoretical Synthesis and Policy Framework.‖ Theory and Society 27 (2): 57 
 
Yunos M. (2005) ―Eliminating Poverty Through Market-Based Social Entrepreneurship‖ 

Global Urban Development. Metropolitan Economic strategic. Vol. 1 issue 1.  

http://es.wikipedia.org/wiki/Regiones_del_Estado_de_Jalisco#Regi.C3.B3n_Altos_Sur
http://es.wikipedia.org/wiki/Regiones_del_Estado_de_Jalisco#Regi.C3.B3n_Altos_Sur



