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ABSTRACT

This study analyses competition in the wholesale and retail fish marketing system in Kisumu, which is Kenya's largest
fish market. It is based on cross sectional and time series primary data collected in a survey involving 88 retailers and 47
wholesale traders of fish in the town. Stratified random sampling method was used in selecting the respondents.

Concentration ratios, Lorenz curves and Gini coefficients are derived and evaluated for both markets. They demonstrate
that market shares arc unequally distributed among the wholesalers and retailers. The Gini coefficients are 0.37 and 0.45

for the whole and retail markets respectively.

Based on a Gini coefficient cut-off level of 0.4, it is concluded that the wholesale fish market exhibits effective competition
while the retail outlet has oligopolistic tendencies. The implication of this level of competition to price efficiency is
discussed. Intervention measures to enhance competition in the market are recommended.

INTRODUCTION

The perfectly competitive market model is often
used in economics to evaluate the structure and
performance of a given marketing system. This
model is characterized by a large number of
buyers and sellers, ease of entry and exit,
product homogeneity and adequate information
flow in the market. Each trading firm in the
competitive market maximises profits by
equating the price to its marginal cost. The
competitive market prices thus reflect both
consumer demand and the cost of resources
employed (SCHEID and SUTENAN, 1979).
The prices are related in time, space and form
dimensions by storage, transport and processing
costs respectively (SHEPHERD and FUTREL,
1969). This illustrates efficient pricing.

Where there are only a few sellers, each with a
big market share, decisions on prices and
profits are in the hands of only a few
participants. Such markets are associated with
non-competitive  pricing arrangements
(STAATZ, 1980). The resulting price margins

are in excess of the costs of resources
employed, indicating price inefficiency
(SHEPHERD and FUTREL, 1969.

Competition and efficiency are hence closely
related. (MILLER, 1984) affirms that
competition in a marketing system is a pre-
requisite for allocative and economic efficiency.
(CLODIUS and MUELLER, 1969) define four
variables commonly used to analyze
competition in a marketing industry. They are
the market concentration, product
differentiation, market integration and barriers
to entry and exit. Among these, market
concentration has the most important influence
on the market structure, conduct and
performance (ROSENBLUTH, 1955; TOMEK
and ROBINSON, 1972).

Market concentratiorr refers to the percentage
of total transactions accounted for by a given
number of sellers or buyers, ranked in order of
market shares from the largest to smallest
(SCHEID and SUTENAN, 1979). The
percentage share of the largest 4 or 8 firms are
commonly used to compare market
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concentrations and evaluate competition in the
marketing industry (UNITED STATES, 1966;
BAIN, 1951; BAIN, 1968; MANN, 1966;
RHOADES, 1973; KEYSEN and TURNER,
1965; SCHEID and SUTENAN, 1979
STAATZ,1986 and KARUGIA, 1991).

Lorenz curves also show the degree of
inequality in the market. The Lorenz Curve is a
graphical display of the distribution of actual
market shares in comparison to the hypothetical
case of equal sharing.

The Gini coefficient, on the other hand, is a
statistical measure of range O to 1 based on the
Lorenz Curve. It is a summary of the
concentration for all firms in the market, and
oligopolistic behaviour increases as the
coefficient tends to | (SCHEID and
SUTENAN, 1979). The Gini coefficient is a
better measure where results for the top 4 or 8
firms is inconclusive in grading the
competitiveness of the market.

ANDIC and PEACOCK 1961 show that the
Gini coefficient, R, can be expressed as:

]
R=3% P Qx-Px«Quw)x 1/10000

k=1

Where, P = Cumulative frequency of trader

classes.

Q= Cumulative frequencies of values of
commodity sold by each group of
traders.

k= Serial order for cumulative frequencies

of the class sizes.

Various authors have suggested standards for
evaluating competition in the marketing
industry based on the level of concentration.
UNITED STATES 1966 define high
concentration as a situation in which the 4
largest firms handle 50% or more of the sales.
BAIN (1951) and MANN (1966) conclude that
high concentration occurs when the largest 8
firms control 70% or more of the market, while
RHOADES (1973) puts it where the largest 4
firms control more than 30% of the sales.
KEYSEN and TURNER (1965) propose that
moderate concentration occurs when the top 8
firms handle 50% of the trade. BAIN (1968)
though puts it where the first 4 and 8 firms in
the industry control at least 35% and 45%
respectively of the market.

STAATZ (1986) classified the cattle and beef
markets in Abidjan and Bouake, where the
largest 4 traders controlled 36% and 50% of the
sales respectively, as low  concentration.
KARUGIA (1991) also determined that the top
4 and 8 beef retailers in Nairobi handled 20%
and 35% of the respective market sales and
concluded that the market exhibited low grade
oligopoly. Similarly, SCHEID and SUTENAN
(1979) detected oligopolistic behaviour in the
market for finfish in Costa Rica, where the
largest 4 and 8 sellers controlled 38% and 62%
of the trade respectively.

PARKER and CONNOR (1979) recommended
a Gini coefficient of 0.4 and below to indicate
effective competition, and otherwise as non-
competitive or oligopolistic tendencies. This is
a more definite measure since shares of all
firms in the market are considered.

High market concentration suggests oligopoly
while low concentration would imply
competitiveness, provided there are no major
barriers to entry into the market (BAIN, 1968).
Market concentration also affects the levels and
distribution of prices, income and profits. A
highly concentrated industry may thus promote
inequality in income distribution
(SCITOVSKY, 1955).

Kenya’s fish industry

Kenya’s fish industry is a source of income,
employment and food for over 11.2 million
Kenyans (OGUTU, 1992). It also earns foreign
exchange for the country through export of fish
products. In 1993 about 162,910 tonnes of fish
was landed from Kenya’s portion of Lake
Victoria. This represented about 90% of
Kenya’s total fish output (KENYA, 1994).
Three species of fish in the lake are extensively
targeted due to their market value. They are
Lates Niloticus (Nile Perch), Oreochromis
species (Tilapia) and Rastrineobola argentea
(“Dagaa”).

The fish is sold in local beaches around the
lake, in nearby and distant urban markets and in
the export market. Kisumu is Kenya’s largest
urban market for Lake Victoria’s fish. The
typical marketing channel has both wholesale
and retail traders who transfer fish from the
fishermen on landing beaches to consumers
buying fish at the designated retail outlets.
(ABILA, 1995; MOEN, 1983; NYANIJA,1986 ).



Limitations on Fish Marketing Policy

The Government policy on the fish industry
aims at increasing fish production by ensuring
high remunerations to fishermen. It also intends
to promote fish consumption by making fish
more available to consumers at affordable
prices (KENYA, 1989). Where as fish prices
have risen at all levels of the market in the last
two decades, there have been disproportionate
changes in earnings for retailers, wholesalers
share of the consumer price declined from 40%
to 20% between 1971 and 1985 and this trend is
expected to have continued in the next decade
(REYNOLDS and GREBOVAL, 1988).

Increasing consumer prices coupled with
declining shares of fishermen’s earnings are in
contrast to the Government’s objectives and it
suggests imperfect competition among the fish
marketing middlemen. Uncompetitive market
prices may be inefficient and contain high
margins above the actual costs of providing the
marketing services, thus raising consumer
prices unnecessarily. This raises the need to
evaluate the competitiveness of the fish trade.

Objective of the Study

To evaluate competition in Kisumu wholesale
and retail fish marketing systems using
concentration ratios, Lorenz curves and Gini
coefficients and make appropriate
recommendations.

Methods of Data Collection and Analysis

The study mainly used cross-sectional and time
series primary data obtained from a survey of
fish traders carried out in Kisumu from 1992 to
1993. A stratified random sampling techniques
was used to select 88 retailers in 10 fish retail
markets and 47 wholesalers in 3 wholesale
markets in the town.

The sample comprised 37% and 51%
respectively of the total population of fish
retailers and wholesalers operating in the town.
The traders were stratified on basis of the
location of markets they operated in and the fish
species they sold. Interviews were carried out
using a detailed questionnaire.

In additicn, samples of fish were weighed and
unit prices, in Ksh/Kg, recorded daily. The
quantity, in Kg, of fish sold by each sampled
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trader was also recorded during the period. The
monthly average quantity of fish sold by each
trader multiplied by the mean monthly price
gave the value of sales, in Ksh., by each retailer
and wholesaler per month. This was taken as
unit measure of the transactions and used to
derive concentration ratios and Gini coefficient
and construct Lorenz curve for the two markets.

ANALYSIS AND RESULTS
Wholesale markets

The wholesaler with the smallest transactions
sold fish valued at Ksh. 12,768.25 per month

.while that with the highest monthly sales traded

valued at Ksh. 341,693.55. The wholesalers
have been classified into 7 classes of monthly
transactions using class intervals of Ksh.
50,000 Table 1.

The largest 4 and 8 wholesalers, representing
about 9% and 17% of the sample, accounted for
30% and 43% respectively of the wholesale
market sales. The figures fall in the ranges
indicated by KARUGIA (1991) and
RHOADES (1973) but outside the ranges
suggested by SCHEID and SUTENAN (1979),
UNITED STATES (1966) and BAIN (1968) for
oligopolistic markets. These results are hence
inconclusive in telling the degree of completion
in the market.

Lorenz curve, (Fig. 1), has been constructed for
the wholesale market using data of sales values
for all sampled wholesalers. The cumulative
percentages of sales values arranged from
highest to lowest in X-Axis is plotted against
corresponding cumulative percentages of
number of traders in Y-Axis. The degree of
departure of the curve from the diagonal line
shows the extent of the deviation of distribution
from equality. There is hence inequality in the
distribution of shares among the wholesalers.

Using cumulative frequency values (Table 1)
the Gini coefficient for the wholesale market is
calculated as follows:

R= (42.5x54.2) - (18.4 x 80.8) = 816.78
(80.8 x 70.8) - (542 x 91.4) = 766.76
(91.4 x 75.5) - (70.8 x 93.5) = 280.90
(93.5 x 82.2) - (75.5 x 95.6) = 467.90
(95.6 x 90.3) - (82.2x 97.7) = 601.74
(97.7 x 100.0) - (90.3 x 99.8) = 758.06

3692.14
3692.14 x 1/10 000

nu

S



S)INs9y A9AING :921n0g

% 07001 00°809 O¥S € %0001 T4 4 B0,
0001 %bL6 C6e69 vt 8°66 %b1C l 000 0S£-100 00¢ L
€06 18 05°¢TC 8¢ L'L6 b1C ! 000 00¢-100 05T 9
[Aré HLY 0€°65L LET 966 BT 1 000 0S2-100 00T S
SSL %LV OL'L9L L9] S'e6 b1C I 000 00C-100 0§ 14
8°0L %991 ST6£0 685 V16 %901 S 000 0S1-100 001 €
vs %8Se 0£°1¢€0 L9T 1 808 Pt 8E 81 000 001-100 0S [4
781 %Y 81 0¥°€60 T59 44 bSTY 0c 000 05 0 dn I
ssnp) £q sappg fo  ssvp) Aq sappg Jo  (ysy) ssoj) Lq 2215 SsvI) fo 2215 ssvp0) Jo sSD1H) U (ysy) ssvjH
Jo Louanbausy fouanbaiy pios ysiy fo Kouanbaty Louanbaiy S12]DSI]OY M £q p1os ysiy fo ssvp) Jo
2aypymun’) EXVIIEMYS 2NJUA P10, 2ayppmunY) 2a1D]2Y Jo on sanpp Jo aSuvy ‘ON IPLI2S

MBATIA AND M.O. ODHIAMBO

"

[

32 RO ABILA.OLEF

yuow Jod nuwnsryf ur siapel], sjessjoyy ojdwes Aq payoesuen ysiy Jo (HSY) oneA ‘[ 9d]qeL




33

100
80 ..................................................................................................................................................................................................
+
4
Y
<
]
: 60 ................................................................................................................................................................................................
®
@
'2
3
£
E 40 ...............................................................................................................................................................................................
=
8}
20 ..............................................................................................................................................................................................
- | I I I S S
0 10 20 30 40 50 60 70 80 90 100

Cumulative percentage of sales

——+— Lorenz Curve

Fig. 1. Lorenz concentration curve for fish wholesale system in Kisumu

Retail market

The retailer with the smallest monthly
transactions handled fish valued at Ksh. 2 224.60
while that with the highest sales traded fish
worth Ksh. 78 635.65 per month. The retailers
have been put in 8 classes with intervals of Ksh.
10 000 (Table 2).

The largest 4 and 8 retailers comprised only
about 5% and 9% respectively of the sample.
However a comparative percentage of 9% and
17% (as in the wholesale market) controlled
32% and 48% of the retail market sales. This
would suggest that the retail market is less
competitive than the wholesale market.

Where as these percentages fall within the ranges
set by KARUGIA (1991) and RHOADES
(1973), they fall outside the ranges suggested by
BAIN, (1986), SCHEID and SUTENAN (1979)
UNITED STATES (1966) and STAATZ (1986).
Hence these results are alsq_inconclusivei

/

Lorenz curve, (Fig. 2) has been constructed for
the retail market using data of sales values for
all sampled retailers and following the same
procedure as for Figure 1. As in the case of the
wholesale market, the retail market Lorenz
curve shows market shares are distributed more
unequally in the retail market than the
wholesale market. The Gini coefficient for the
retail market has been computed using
cumulative frequency values (Table 2).

R= (52.3x37.9) - (19.1 x 72.8) =591.69
(72.8 x 57.9) - (37.9 x 86.4) =940.56
(86.4 x 67.8) - (57.9 x 90.9) =594.81
(90.9 x 77.5) - (67.8 x 94.3) =651.21
(94.3 x 84.9) -(77.5x96.6) =519.57
(96.6 x 94.5) - (84.9 x 98.9) =732.09
(98.9 x 100.0) - (94.5 x 100.0) = 439.45

4469.93

4469.93 x 1/10 000
45
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Fig. 2. Lorenz concentration curve for fish retail system in Kisumu
CONCLUSION . system for the traders through which they can

The Gini coefficient for the wholesale market is
J.37 while that for the retail market is 0.45. A
randomly selected wholesaler or retailer is
‘herefore expected to have a sales level in the
respective market by 37% or 45%. Based on a
Gini coefficient cut-off point of 0.4
recommended by Parker and Connor (1979),
the wholesale market exhibits effective
competition while retail market has
oligopolistic tendencies.

RECOMMENDATIONS

There is need to enhance competition in the
Kisumu fish market. This may be achieved by
:aking measures that favour entry into the
market by more individuals and by raising the
scale of operation of the existing small-scale
fish traders. One way is to initiate a credit

easily acquire loans and expand their business.
Increased access to market, information may
also assist in increasing the lgvel of competition
and achieve more efficient prices.
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