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An Analysisof Farm-Wholesale Price Transmission in Cotton Market (A Case
Study of Golestan Province)

M asoumeh Asgari, Mohamad K haledi, Gholamreza Yavari*

Abstract

Price transmission mechanism is of a great importance in affecting the welfare of producers, marketing agents and
consumers. In this study Error correlation models were used to analyze price relationships and patterns of price
transmission among farm and wholesale markets for cotton in Golestan province as one of the main producers of
cotton in Iran. The empirical analysis was conducted using annual data from 1353 to 1389. The results suggested
that price transmission was bilateral and asymmetric in farm-wholesale levels. Estimated elasticities of the model
indicated that price changes at wholesale level transmitted increases more rapidly and completely than decreases
in farm level while these changes at farm level were reverse and transmitted decreases faster and more compl etely
than increases in wholesale level. As aresult of asymmetry in price transmission in cotton market producers pay
less and consumers pay more than actual price and processing industries benefit from price changes.
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