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Promoting market-orientation among agricultural producers, more so the smallholder farmers, in 
developing countries is pivotal for development of effective agribusiness value chains that could 
supply adequate food. This will involve improving the production and marketing processes as 
well as capacity for income generation among resource-poor farmers (Otieno et al., 2009). In 
developing countries, smallholder farmers find it difficult to participate in markets because of a 
range of constraints and barriers reducing the incentives for participation, which may be 
reflected in hidden costs that make access to markets and productive assets difficult (Makhura 
et al., 2001). Transaction costs, that is, observable and non-observable costs associated with 
exchange, are the embodiment of access barriers to market participation by resource poor 
smallholders (Coase, 1960; Delgado et al., 1999; Holloway et al, 2000 and Makhura, et al., 
2001). Poor infrastructure often increases the transaction costs of market participation 
(Takeshima, 2008). Policy analysis about market participation and supply decisions leave 
considerable scope for econometric inquiry (Lapar et al., 2003). In Nigeria, strong demand and 
the fact that most of the nation’s 150 million people are in the hands of smallholders provides a 
tremendous opportunity for cassava farmers to participate in the cassava market and increase 
rural incomes. Unfortunately, recent output has not kept pace with increasing demand, 
suggesting that barriers prevent rural farmers from participating in the market. Increased 
transaction costs deter entry of small farmers into the market. This study looks at required 
interventions aimed at reducing transaction costs to encourage increased farmer participation in 
competitive markets. This study looks at required interventions aimed at reducing transaction 
costs to encourage increased farmer participation in competitive markets. Using data from 360 
smallholder cassava farmers in South-Eastern Nigeria, this study determined the factors 
enabling smallholder participation in cassava market and used the findings to identify strategies 
to promote successful smallholder commercialization. A selectivity model was used and 
simulated to account for the effects of transaction costs. The study showed that 166 farmers 
were off-farm sellers, 50 on-farm sellers, 37 off-farm buyers, 12 on-farm buyers and 95 autarkic 
(neither selling nor buying) households. The stimulus levels were used to ascertain selected 
factors which were important for seller decisions (off-farm/on-farm) and effect of different policy 
alternatives. A 10% increase in personal means of transport, road conditions to the nearest 
town and marketing experience led to a 0.28%, 0.64% and 0.01% increase in sales off-farm 
respectively. Increase in distance to the nearest town, distance from the house to the market, 
distance from the house to the farm and cost of transportation by 10% led to a 0.06%, 0.07%, 
10.18% and 0.0001% increase in on-farm sales respectively. The results of policy simulations 
show that if provision of good roads were made to the nearest towns, from the house to the farm 
and from the house to the market, about 72.40%, 68.81% and 54.62% of the respondents would 
sell cassava off-farm respectively. The results also indicate that with provision of vehicle loans 
and dissemination of improved varieties, about 69.90% and 34.72% of the respondents would 
sell in the market. The study raises policy issues which, when attended to, might reduce these 
fixed and proportional transaction costs, particularly by enhancing access to information and 
communication facilities, providing market outlets and bulking centers for farming households. 
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Some constraints require direct policy measures, such as policies dealing with, extension 
services, education, and then there are those that require stable policy environment for small-
scale traders to promote significant farmer response. The conceptual and empirical evidence 
suggests that interventions aimed at facilitating rural smallholder cooperatives, by reducing 
transaction costs are central to stimulating market participation. 
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