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Investigating of Expenditure Constraint of Potato Producers in Ardebil Using Indirect
Production Function

Abstract
Expenditure constraint can affect variable inputs purchasing decisions and profit maximizing of firms.
Low financial ability of farmers and lack of adequate financing in agriculture increases the probability
of this problem occurrence in agricultural units. Therefore, present study examines expenditure
constraint effect on potato production in Ardebil. To this end, the required data were collected by
completing Y e+ questionnaires from potato producers in Ardabil in YY¥4e. Then, the translog indirect
production function along with factors cost share equations were estimated simultaneous using
seemingly unrelated regression equations method. The results indicate that there is a shortage of credits
among the producers of this product, so that the available budget is ©Y/A ¢ percent lower than the amount
needed to achieve the desired level of production. This shortage of credits has reduced the production
of potato about YY,+Y percent compared to production in the absence of expenditure constraints.
Therefore, it is recommended that policy makers and officials of this section give priority to financing
of these farmers. It is also suggested that the potato producers, through available financial resources,
provide possibility of preparing the optimal amounts of variable inputs to achieve maximum profit.

JEL Classification: MYY, DY), Q) €.

Keywords: Ardebil, Expenditure Constraint, Indirect Production Function, Potato, Translog Function.
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