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Abstract
This study was conducted to examine the transaction costs of obtaining credit in
selected Islamic contracts from Melli Bank, and to determine the factors that affect
the transaction costs on this credits. Transaction costs are high in developing
countries, especially in credit sector, and the high cost reduces banking system
efficiency and its performance. The data collected by a survey in a two-stage
sampling technique in 1399, that this sample is 483 customers of Melli Bank. After
estimating transaction costs of borrowing and lending, the econometric models used
to determine the factors that affect the transaction costs of access to credits. The
sample was. The results show that the average of transaction cost rate is 4.8% which
equals 43% of average of interest rate on lending facilities. Also, this rate in micro
and subsidy facilities like interest-free, transaction cost rate is estimated to be 6%,
equivalent to 150% of the commission.
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1. Jarque-Bera.

2. Breusch-Pagan-Godfrey Heteroskedasticity Test.
3. Breusch-Godfrey Serial Correlation LM Test.

4. Ramsey RESET Test.

5. Decomposition of Variance Principal Components.



\va catie el usie L o Lo L 3 o3 dlolie sladiy 3o 05

0ol (o Sl 35 Cgeans il o Woluo (gLoaiy 3 52 50 Jolge 95905 gl A Jgoz

Aleo dyjn & 5 Al 450 S Aol apa do
Aly yuiic
e e | e | B e MZ)L:»A
Jles Jles| Jles )
<N <M <N <Y <N <Yy 2l
<N (+¥a) AV (+ V) - ¥5 (+ %) Sow
) (./a.) c 0N (./;.) c s\ < Y0 uyb_w,é“
s\ - V¥ <N WAL /N - Y0 A b gloj alold
<N (- ,7¥) .oy (- )\A) - Y (- V) Mg 48,8 Clabd
s . fY AN /oA - /¥ -5 bludl sl
< YA </ -/ <\ -/ - Mg bl 3 b Gl sl alold
i (+/*Y) . /00 <A <V (+/5) o
.Y (+/¥V) - - - Y5 (+ /N EMass
RN sy © V. (./.f) . /0N (./.;) Cooni>
./\f (./.\) ./a. AN ./f. ./\\‘ WM
<N Ve 5 /N £, /N £, lae 5l ope
- < /5 - - 0V - <Y 0l pdal s g pi2
< AY £ 0 i Y AV CAY £, 1= S5 (soylel
e VY .5 - A0 - %D VA ““l?"’,‘f“f‘”“??”"
SR = gy,
- Y A AT V0¥ AL V4 SR = gy (Simadgs (o)l
V¥ VYA - /DA AL Y Y YA 30y 7oy (1903

(aid sl sio) Wlosis o3,g] 5l 51 ko gl

L (LS ) ot sl 55 Bl 5l 5 ¥ a3 505 6 ol il o o
e S ol e aolis & 58 ol 53 el I L et Sovay iyl abols & 5a s Lo
Wl lsline 5 it 55 sl & 5o 5 SV (5,8 Slabs sl dlaily b e SR
adals 4y 38 Rl oo O ol 5 DO (3.5 8500 o gas 53 41 25 S el L
o e a3 0l e Uslon 38 e 31 5 3 5 ol 0 o SO 0 e
Mg 45 S 55 o ¢ IS by Bl sline S s i3 s (55801 o 31
5 ladaly (B> DBl wls ol ol on (6 a8 Aol glaay o b e SOL 5018
O3 by ol & 53 s laline 5 ki (slalarl 5 alolos &5 32 hio | Jlsline
Ooged pko am i (A CIl 5308 85 S Ol cnlaly 2o aolis dy a2 5

el 08 S ke oy alolos £ 3 s ABL iy 5L 5
o Alsls &g 5 Gl Gl o dolie &5 3l 5855 SBgud Jlie 4o o Sone,




VN ol g les 7YV /N e / ol golasl slaliwa VY-

2 bl S o L3 (653 5 Vg 48 (9313 cplply IS e g 2l T 2
o Slasiii 3 s b e g idole L Jante (5855 SBLgud Sl
BASIBl 55 5,8 2B el 5 o (DM (s Sla e G sb ) dlols glaasy o
5 Lo piie ol s slalins glatanly das g LS el .l o 0l LS S s SN
St ey pp Gl g b (OMenand ) A a 630 g s dlsle (slaay o e Ll
2 S AT anl Gl el dns o QLaS L ol 5o 5 odte 1 e SOL 0L e

A s QLS o |y abole a5 falS sl

ol 3 8 54
ol ool ol (e SOL Mg 0l 2l Aol laas 5 oLl B b st ol
33 Qlf.x_;ﬂ%b S8 YAY 5l asliion y foSS 5 a-bae 3o b 5l s (ol slaesls .ol
adsls 4y 5o 0Ll alie ol 53 e 5 sl per edbislinails (6 S0 pe S
= A Jslss oesliamil (L S Sl esliul U ma s ool 55 oSl o Julond sy 53
ol ok gl e SOL Mg 31 0l e 33lial AsLis (glaay 5o

N o 0T L as e s5de 555 (slaply s ol glaasy 2 das o GLEG a3 laasily
355 0l e SOL O3 0l s 31 5ok 4l 4 Syl b ol S0gd S0
035 4 e b Sl (S i 2 S oo oy g o Ly 5l a5 ) il o
oo B Ly e i slaaispr IS o ke i 5L Lol
o il e odnl 35 5 Shlzel JBb ok s 5 5658 gokzel S 53 Cul) By Js ebles
5 G g (5,503 Sl i Caonnts |y S e

o LT Sloss a8 Wlods Iy (5Ll Glommnie 805 s 455 (5L p8S 53 gaiisly
S ool Ll O e 58 el 53 (9303 G 5 035 4 5268 Sl 3,5 0 iie
oy e SOL Olads 31 Gloyl by 5 53 (6 Kt e 90252345 Oy de @48l Sl
G35 (pl & dmg (g s AL SSL e & ol S oS LT yals s
Wl a5 UL T (39l WAST (6 S eans

iy S Ly s Gladaly 5 alalo &5 aloo b S glabaly (8L 50 OVLgd 1l
Slrapn sl ide 55 sdellamsty sl ol alals & 58 £ 5 5 Vgl s 4 dlls
Sy adslio glnasy 5o 3 5 OMend abie Rli3l L aSols Ll g 5 o aolis



¥ catie el usie L o Lo L 3 o3 dlolie sladiy 3o 05

i Jramte S o 3L 555 DMgud 45 33 onlpl s RS g G
gl o S gl Sl 5o s 6 5V Al

Mg 53 355 (55030 535 Wle gly SV S 3l 3 558 e slgidn
(53 eomi@ (33 et 50955 5 JoSCAS 5 31305l Jorlim 3 a5 iy SSla s sboay 5 5
S Mg (Sl il g5 50 Dl 5 55 bl 5 0y KA 55wy ped by 5 s e
S5k Axs 5 s 5 (egme g Al e b the dsle dy a8 s 0>
Ay 020 25t e sl SOL il 5 SSb el pen SOL ol 5 b ) S Sl
b 68 ddolis (slmasy 58 (S5 a3 5 5lias ol 4S5l GLAS 50 and A )3 ey sl
3 ) ol ay ply Sl Bl oo (e Sony ilanls s K3 4 o
3 5ken cond 53 (OBl & gond 5 C13, 50 5 el 03w 5 05 3 oSS el L)
Gl ) coa 53 Sleds 1) CdS 30 cplpln 013 (5L S5k G a5
g Al e g sls iy ja EALS )5 Jisy 55T

ST 1) el e alsles 3 5 SV 55,5 olabd 31s5 cy sy 45T
bl g 5 35 Sty sl gllae OBl (8 5 &y 3 Al S ol a4 iy
5 @\STCE_.N L conlite OMged Sl Al b yogeas 53 ol 2l AT ()l e
ety sadsp G b 3l eSS Sledbl Ll ikl

ey Ol 2t sls &5 e S OBgnd Cacd Dl S5 5 305 OLIS Lo
sy a3 alies ol Vot l ol ol on (5508 Ao slaeiy 3o b 5015 Sk
ol g adsls iy s LalS ) ol 53 S o 5 S0DL OVged (61 Lol Sl
Ot QTC,JA_: aS 35 d oo OMgd Lol sl 4 Ll g o O gl dsle oS
Wl il Gl 5 sl g 5 (Jo 5 5 (o3ladl I 1) arge slap b glils 0 i
wdal 53 (SISl Sleds 89 53 (6 b ally SRl 5 an sl b b S0 (55m))
2515 Sl Sl alslis 258 JalS @ x5

Cad Sl L (gt ) o SISl Ca a5 593 55 55 803 oS )
a8l OMgs sl iy o uile sl slaay o s Cuad SalS 555 b (o
oty s |y IS ol 530 DS Loy 03] SVed s el il o
g e 3l Dl cpl il 9 ol 03Y (6,050 o gmas s 358 o Slettuy

D5b e gl JBL LSOl 4 a5 5 35 5



VN ol g les 7YV /N e / ol golasl slaliwa \FY

5 g s 20l B Dl ol 3 o 5 lolis dig 3o 1 i DS gl
Sl s Sl Al 3 p0le) Col (S aSST 0 a5 b w315 9 oo i
D 53 6503 5 g BT (Mg L5 (slaay 32 Rl 053l ol e gliolis jals
Ol sy (88 e 5 Bl bl (S pde b3 S03) S 5l ol 3 0l e
2 AST el B e o slae g, Lol [alS ) glaee 0l ite Uslie (slaay 3
ol s dallas dia3ls o) 2l ISal,y 45 ol (555 00 Ol e Asloo & pa 2alS



\FY catie el usie L o Lo L 3 o3 dlolie sladiy 3o 05

palie

33 gode 3 SV N (o5 A6 555 Shas nyp OFFA) o o papets -
10l D)) (i NS BN (s Gl 3 ) 535 By (S DAdas 50
e s 5 oK1

) NTYAA) o 2l s Sl deres (M deses ¢ HAdddos ¢ g
33l e 8l plss Ghle 55 (5LAST SSL o DOLgud sl laas 52
XEFO YIYY (5350lES tawss

g0 540l Ola sl DL 0l NN N dOFVE) s 5L

(L Dbt oy o, 53 LS (I3 TV bl e e 5 o BlSuw s
el sdSin 3 (63588 SO Sk G b w88 pamee cl((5)5LeS SOL
TVEYEN oy S 5 ol &Kl

(! sl S L s OMgus Glold 4o w0 (VTFVA) e Gl o .
S5 ol sl 0aSlin sy (53,0t SOl S\idios Qg b s he gases
AO-09 ¢ e

6. Adams, D. W. and G. I. Nehman (1979), "Borrowing Costs and Demand for

Rural Credit", Journal of Development Studies, 15(2), 165-176.

. Ahmed, Z. U. (1989), "Effective Costs of Rural Loans in Bangladesh", World
Development, 17(3), 357-363.

. Espinoza, R. & Tsomocos, D. P., (2019), Monetary transaction costs and the term
premium, Edward Elgar Publishing.

. Nguvava, Heriel & Ngaruko, Deus (2016), "Transaction cost determinants of
credit governance structures of commercial banks in Tanzania", African Journal
of Economic Review, 4(2), 22-247.

10. Nissanke, M. and E. Aryeetey (2006), Institutional Analysis of Financial Market

Fragmentation in Sub—Saharan Africa: A Risk—Cost Configuration Approach. In:
G. Mavrotas (ed.), Domestic Resource Mobilization and Financial Development,
Basingstoke: Palgrave Macmillan.


https://ideas.repec.org/h/elg/eechap/18568_8.html
https://ideas.repec.org/h/elg/eechap/18568_8.html
https://ideas.repec.org/a/ags/afjecr/264464.html
https://ideas.repec.org/a/ags/afjecr/264464.html
https://ideas.repec.org/s/ags/afjecr.html
https://ideas.repec.org/s/ags/afjecr.html

VN ol g les 7YV /N e / ol golasl slaliwa \Y¥

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21,

22,

North, D. C. (1990), Institutions, Institutional Change and Economic
Performance. Cambridge: Cambridge University Press.

Untalan, T. S. and Cuevas C. E. (1989), "Transaction Cost and the Viability of
Rural Financial Intermediaries”, Journal of Philippine Development, 16(1),
37-87.

Yedra, R. (1996), "The Rural Credit System in the Philippines: Current Situation
and Policy Measures", In: APO, Transaction Costs of Farm Credit in Asia.
Report of an APO Seminar held 30th November—10th December, 1993, Tokyo,
Japan.

Adams, D. W. (1995), Transaction Costs in Decentralized Rural Financial
Markets. Studies in Rural Finance, Occasional Paper No. 2039, Ohio State
University.

Arrow, K. J. (1970), New Ideas in Pure Theory: Discussion. American Economic
Review, 60(2), 462-63.

Bhatt, V.V. (1988), On Financial Innovations and Credit Market Evolution.
World Development, 16(2), 281-292.

Chulangani, H.M.A; Ariyawardana, A . (2007), Analysis of Lending by Public
and Private Micro-Financial Institutions to Microenterprises in Nuwara Eliya.
Sabaragamuwa University of Sri Lanka ,7(1),86-100.

Coase , Ronald H. (1937), The Nature of the Firm. Economica, 4, 386-405.

Coase, Ronald H. (1992), The New Institutional Economics. American
Economic Review, 88, 4-72.

Dahlman, C. J. (1979), The Problem of Externality. The Journal of Law &
Economics, 22(1), 141-162.

Eggertsson, T. (1990), Economic Behavior and Institutions: Principles of
Neoinstitutional Economics. Cambridge University Press.

Herath, G. (1994), The Algal Bloom Problem in Australian Waterways: A
Source Economics Perspective. Working Papers 1994.17, School of Economics,

La Trobe University.

23. Jabati, S. and Heidhues, F. (1995), Rural Financial Markets In Sierra Leone: The

Operational Performance And Problems Of The Yoni Rural Bank. Savings and

development: quarterly review,19(4), 377-392.


https://econpapers.repec.org/article/aeaaecrev/v_3a60_3ay_3a1970_3ai_3a2_3ap_3a462-63.htm
http://repo.lib.sab.ac.lk:8080/xmlui/
https://philpapers.org/s/Thrainn%20Eggertsson
https://ideas.repec.org/p/trb/wpaper/1994.17.html
https://ideas.repec.org/p/trb/wpaper/1994.17.html
https://ideas.repec.org/s/trb/wpaper.html
https://www.econbiz.de/Search/Results?lookfor=person%3A%22Jabati%2C+Sallu%22&type=All
https://www.econbiz.de/Search/Results?lookfor=person%3A%22Heidhues%2C+Franz%22&type=All
https://www.econbiz.de/Record/savings-and-development-quarterly-review/10008376314
https://www.econbiz.de/Record/savings-and-development-quarterly-review/10008376314

\FO catie el usie L o Lo L 3 o3 dlolie sladiy 3o 05

24. Khalilly, M. A. B. and Meyer, R. L. (1993), The Political Economy of Rural
Loan Recovery: Evidence from Bangladesh. Savings Development, 17: 23-38.
25. Mittendorf, H. J. (1986), Promotion of Viable Rural Financial Systems for

Agriculture Development. Quart J. Int. Agric., 26: 6-27.

26. Nissanke, M. and Aryeetey, E. (1998), Financial Integration and Development:
Liberalization and Reform in Sub-Saharan Africa. Routledge, ISBN
9780415180818.

27. Rweyemamu, D. (2003), Reforms in the Agricultural Sector: The Tanzanian
Experience. Global Development Network.

28. Saito, K. and D. Villanueva.( 1981), Transaction Costs of Credit to Small-Scale
Sector in the Philippines. Economic Development and Cultural Change, 29(3).
29. Southwold, S. and Southwold-Llewellyn. (1991), Some Explanations for the

Lack of Borrowers Commitment to Specialized Farm Credit Institutions: A Case
Study of the Role of Rural Sri Lankan Traders in Meeting Credit Needs. Savings
Development, 15: 285-313.

30. Williamson, Oliver E (1985), The economic Institutions of Capitalism: Firms,

Markets, Relational Contracting, the free Press.



