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ABSTRACT 

This study examines transaction costs and the contract relationship formed by artisan 

fishermen (AFs) in the artisan tuna fishing economies (ATFEs) in East Java, 

Indonesia. More specifically, this study investigates: (a) the various types of 

governance structures in ATFEs; (b) the roles of the key actors in the marketing value 

chain; (c) contracts and relationships; (d) transaction characteristics; (e) the 

importance of risk behaviour; (f) factors affecting transaction costs in AFTEs; and (g) 

the role of trust in contract fishing. 

 

This study used a combination of both qualitative and quantitative approaches, which 

is known as a mixed methods approach. A qualitative approach was applied to gain 

better understanding of the application of the transaction costs economics (TCE) 

framework in the context of contract fishing. Further to this, a quantitative approach 

was employed to examine factors influencing AFs to engage in the contract 

relationship, as well as to investigate factors affecting transaction costs. The mixed 

method approach is applied to gain a holistic understanding about the marketing 

value chain in artisan tuna fishing economies 

 

The survey study, which involved 440 AFs, from December 2012 to February 2013, 

in five sample areas, namely Malang, Pacitan, Trenggalek, Banyuwangi and Jember, 

reveals that AFs who entered into fishing contracts with middlemen had a higher 

level of human specificity and conducted transactions more frequently than those 

who did not. Additionally, AFs who did not have contracts with the middlemen were 

also found to be risk takers. Lastly, it was found that AFs who did not have contracts 

with the middlemen faced a higher level of uncertainty than those who did.  

 

A Probit model was used to examine factors influencing the AFs to engage in a 

contract relationship with the middlemen. The results indicate that a higher level of 

uncertainty tends to decrease the motivation of AFs to engage in a contract 

relationship as uncertainty creates bigger profit opportunities for the AFs and thus 

increases their motivation to avoid contract relationships.  
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Structural equation modelling is used to examine factors affecting transaction costs. 

The results show that trust has a role in limiting opportunistic behaviour, allowing 

AFs to adopt a less complicated safeguard, thereby economising on transaction costs. 

Furthermore, uncertainty has a significant effect on the transaction costs, as 

uncertainty increases the need for safeguarding (i.e. evaluating and monitoring the 

contract agreement) which, in turn, affects the level of transaction costs. 

 

The findings show the importance of trust and transaction characteristics affecting 

transaction costs and AFs’ motivation in the contract choice. Policy support in the 

artisan tuna fisheries industry should put a greater focus on the major transaction 

costs in the contract relationship formed by the AFs and the middlemen. Such policy 

support would help in strengthening the marketing value chain to become more 

sustainable, efficient and commercially viable, benefiting all the key actors in the 

tuna industry’s value chain.  

 

Keywords: artisan fishermen, marketing value chain, governance structure, 
transaction cost economics, transaction characteristics and transaction costs. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 


	TITLE: AN ANALYSIS OF TRANSACTION COSTS AND GOVERNANCE STRUCTURES OF ARTISAN TUNA FISHERIES IN EAST JAVA, INDONESIA
	DECLARATION
	TABLE OF CONTENTS
	LIST OF FIGURES
	LIST OF TABLES
	LIST OF ABBREVIATIONS
	DEDICATION
	ACKNOWLEDGEMENTS
	ABSTRACT




