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Estimation of factors affecting transaction costs of obtaining formal credits by farmers
in Golestan Province

Ali Darijani, Sina Ahmadi Kaliji', Ebrahim Hassanpour'
Abstract

In the conditions that farmers’ income and saving are limited, agricultural credit plays a vital role in agricultural
development. Small farmers incur high transaction costs in obtaining loans from financial institutions. The objective
of this study is to estimate factors affecting transaction costs of obtaining credits from formal institutions by farmers
in Golestan Provincein2011.Data were gathered. From farmers selected through simple random sampling in Golestan
province. To determine factors affecting the transaction costs of receiving loans a linear econometric model was used.
Our findings suggest that factors such as farmer’s assets, loan amount and distance from the bank increase transaction
costs, but factors like farmer’s age, the year of receiving loan, knowledge of bank services, reduce transaction costs.
Given the importance of transaction costs in the banking system, some measures including the expansion of bank
branches in rural areas, increasing banking productivity, flexibility on credit payments, facilitation of the lending
process especially in obtaining securities, and mechanization of operations are recommended.

JEL classification: G21, G28
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