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Figure 1- The real price series of cotton product between 1983-2011
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1- Hedge Ratio
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1- Factor Analysis
2- Exploratory Factor Analysis
3- Confirmatory Factor Analysis
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3- Bartlett's Test
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2- Independence of Irrelavant Alternatives
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Table 1- The explanatory variables used in the study

o e Lﬁ E ™ . ™ S Cuo}l:
Explanatory Type of Description of Source
variables variable variable Expected
sign
EMpass paw &S etal,2012; Mofokeng and Vink,2013; Makus etal, 1990; Franken
1=Y1 o 0= . 16018, ) , ’ )
Education Qualitative e e D 25 + Isengildina and Hudson, 2001
)9S, s S Ju _J+ Jordaanl and Grové,2008;Jordaanl and Grové,2007; Goodwin
Experience Quantitative and Schroeder, 1994;Shapiro and Brorsen,1988
acyjo CuSllo 095 S 27 Slo 5 o)l A= (5l Jordaanl and Grové,2008; Jordaanl and Grové,2007; Mishra and

Farm ownership Qualitative 3=k

Osta,1996; Velandia etal,2009

A CulS ) daw S o S -+
Acreage Quantitative

csions g paie s a3 1386 i ¢ ool ze Ladlue 4385, ams g ool wpe Ll
-1390

Davis and Patrick,2000; Goodwin and Schroeder, 1994;

Shapiro and Brorsen,1988;Velandia etal,2009; Isengildina and
Hudson,2001

csions g pie s a3 1386 iss g ool e allue 1385 s g ol wje alle

las 3008 Lol > oS d=(dlacy50 -yt Lol il I+
Off farm income Qualitative 0= i 1340
) Mishra and Osta,1996; Shapiro and Brorsen,1988
bl o ; de ol Sl o528
Precautionary o L U‘o Tom o? -+ Mishra and Osta,1996
; Qualitative 0=
savings
Jordaanl and Grové,2008; Jordaanl and Grové,2007;
Qo S d=as Jpame (9,5 4o o Davis and Patrick,2000; Katchova and Miranda,2004; Goodwin
Insurance Qualitative 0=, and Schroeder,1994; Shapiro and Brorsen,1988
Velandia etal,2009; Mishra and Osta, 1996
oy 5l ol i 2= padai 1= [1e . i
it e o o "bu P Pennings and Smidts,2000
Marketing agents Qualitative d=ais 5 3= b
Sleslatol 4y bles adls P
- =S sl (lele ol 0ged 4 . i h
5 elagygl + .
P& ‘5”."5 Quantitative os gl Pennings and Smidts,2000; Pennings etl, 2008
Innovation
Nl Sy Sy pa3ls 5 oo
@b lole Jdo 09 4 .
Ay Jguamme gjantitative s gl - + Pennings and Leuthold,2000
Market risk €
) Pennings and Leuthold,2000;Pennings and Smidts,2000;
E3)S Sy padls S el lole Jolod o9 & + Davis and Patrick,2000;Isengildina and Hudson,2001;

Risk aversion Quantitative odd gyl

Pennings and Garcia,2001; Musser etal, 1994; Sartwelle
etal,2000

Source: Research findings
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Table 2- The KMO and Bartlett's test
i, o,

Jole . .

KMO s ,Lei I3 sine gelans
Factor * Bartellet SIRGE
il Jele 0.644 74.770 0.000
First factor
P52 ot 0.609 86.169 0.000
Second factor
P Jale 0.706 44,749 0.000

Third factor
Source: Research findings
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Table 3- Distribution of farmers' participation in futures
and options markets (Unit: Percentage)

el s gl
Frequency Percent

Mk eg
Type of market

Jibgs 3 &8 Lo pae

Nonparticipation in both 70 35
market

Sk sl

Participation in futures 38 19
market

alebes HLi3 ] 5k 8 Lie

Participation in options 43
market

Ml g3 2 53 <8l

Participation in both 49
market

215

24.5

Source: Research findings

154 L yo S Hlie  (wle 5,Slee Sy gBly 4o il o
d G 1y aloleo, Lt Hl5L adlllas 3590 ()15)gliS” s )3 ]
e gy Sl
Jio 1 ealasiwl ISl cslBuin cunY Jas adgl esd 5l an
Mbu_a du_u.\)ls pawesol dllb09)§ JM.QAM’I uo)s ual.wl)) )9§J..o
5y50 gl pdl Mzl iosaw sl pewsla (5903l 13,5 g0l
bl el oael B Jgas > ol oS a3 15 v
Liro o (solol Llod 5l wlab ales ) o)lel ude &4 Joso cleMbl
0dgr Jiuwo v jl lab a5 d )T dons lev o ol bl dgu o0
Sl JKie g9590 cnl lp Alae oY Jro S 4y

el

dolaa,lid ! o ST (gl l5l ) €8 Lbw Jloits! 5laog S (HA) Il (1558 (gl ool (9051 g2l -4 Jgoo
Table 4- Hausman test results for the assumption of 11A groups the possibility of participation in future and option markets

olb P
- 2 SHPESH 1>, o
Categories X @il s ghe

dlolaoylsl g ST slolil 2 8o pac 6.083 24 1.000
Nonparticipation in futures and options markets ' '
2 <8 le 14408 24 0.809
Participation in futures market ' '
el 2 el 0179 24 1.000
Participation in options market ' '
ey 5T s <5)le 5134 24 1.000

Participation in futures and options markets

Source: Research findings
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Table 5- Goodness criterias for Multinomial logit model

0] oybo] Hlade
Log- likelihood Model -72.44
Chi-square(LR (df=20)) 398.33
p-value 0.000
RE&" 0.93
R%/u, 0.86
Riucr 0.73

Percent Correct Predicted
Source: Research findings
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Table 6- Likelihood ratio and Wald tests results for combination group’s participation of farmers in the markets

Sl
09931 3,90 wloiwly Cumd dy)lo] ke (gl cxe I Wigoylol Hlade gyl gre w8151 dx s
Categories
251 M 76.926 0.000 23.204 0.017 11
Categories 1,2
351 w 160.464 0.000 34.553 0.000 11
Categories 1,3
41 w 279.860 0.000 48.921 0.000 11
Categories 1,4
352 w 49.365 0.000 23.151 0.017 11
Categories 2,3
452 w 154.815 0.000 31.225 0.001 11
Categories 2,4
453w 78.174 0.000 19.285 0.056 11

Categories 3,4
Source: Research findings
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Table7- The results of the estimate logit model of participation in the futures market to non-participation in markets

goeA o y90 il (RRR) (o Jloin ! Comnd 5 liliwl Blpoil  Zojlol (5,15 (o el

boe Sl o2 -5.2841 - 2.8637 4185 0.065
Intercept
e gl 0.8784* 2.4048 0.4287 2.05 0041
Education
Sk S ey -0.0237 0.9765 0.0427 056 0579
Experience
430 CuSllo 0950
Farm ownership 2.6191% 0.0728 0.6190 423 0.000
Sl gols] -4.5444% 0.0106 16178 281 0005
Slo
45y 2035 ) o 1.2236* 3.3996 0.4913 249 0013
Acreage
Glae 505 A_A‘» -2.6412* 0.0713 1.3823 -1.91  0.056
Off farm income

L 5l
oplel il o 1.0172 0.3615 13571 075 0.454
Savings
o 0.4208 1.5233 0.8343 050 0614
Insurance
Syl Jelss
Marketing agents 0.4332 1.5422 0.3935 1.10 0.271
s 0.6649 1.9443 0.4163 160  0.110
s s 0.9325 2.5409 2.1742 043 0668
S ey logls S
5 18 ool 5 yasls
#0908 ikl Jlo ot 0.0392 1.0399 0.5664 007 0945
Innovation
el Sy 5 g2 0.6613 1.9374 0.6467 102 0307
Market risk

S S Sy pa3ls
Risk aversion
Source: Research findings

0.9685* 2.6342 0.4959 195 0.051
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Table 8- The results of the estimate logit model of participation in the option market to non-participation in the future and
option markets

e o 3yglyr calps (o Jlain] o 5, lailiu! Bl o Z s, Jhosa! gelans
(RRR)

e ) ooye -5.3954 - 3.5263 -1.53 0.126
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Sk
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Innovation
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Market risk
G Sy LSl 0.8233* 2.2781 0.3789 2.17 0.030

Risk aversion

Source: Research findings
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Table 9- The results of the estimate logit model of participation in future and option markets to non-participation in future
and option markets

e PRV YN JORUTYJOF SV B V-2 FCHUE ST O VY] -J90 IO O Z s, Jhosa! gelans
(RRR)

el e -14.5306 - 5.0828 -2.86 0.004
Intercept
Mz s 0.9923* 2.6976 0.5417 1.83 0.067
Education
S59kiS S a0 -0.4693* 0.6253 0.1970 -2.38 0.017
Experience
20y CaSlle 00
Farm ownership -0.3102 0.7332 2.0782 -0.15 0.881
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Risk aversion

Source: Research findings
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