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Evaluating the impact of transaction costs on farmers’ participation in financial
markets in Golestan Province

Sina Ahmadi Kaliji, Ali Darijani, Ebrahim Hassanpour'
Abstract

The main reason why farmers lack access to formal financial institutions is high transaction costs associated with
enough obtaining credit. The study seeks to evaluate the impact of transaction costs on farmers’ participation in
financial markets in Golestan province in 2011. Logit econometric model was used to estimate these impacts.
Based on random sampling, a total of 170 questionnaires were filled by farmers in Golestan province. The results
of study showed that, factors such as age, property index and the distance from institutions, reduces the probability
of participation in financial and credit markets. While the second occupation, family size and knowledge of the
banking system procedures would increase the probability. In order to reduce the transaction costs and promote
agricultural development, banks and other credit institutions need to expand by opening branches in rural areas
and reduce their bureaucracies, facilitating farmers’ access to financial resources and raising their tendency to
enter financial markets.
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