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Abstract

Given the multiplicity of banks and the competitive nature of the banking industry in Iran,
reducing the transaction costs of obtaining financing has become crucial for assessing bank
efficiency and encouraging customers to deposit funds. This study estimates the transaction
costs of bank facilities across eight types of Islamic contracts. Focusing on Parsian Bank, data
were collected through interviews with 263 individual and corporate borrowers in eleven
provinces. The results show that Qard al-Hasanah, Ja‘alah, and Murabaha contracts, with
average transaction costs of 63.58, 310.61, and 915.71 thousand rials, respectively, have the
lowest costs. In contrast, Commercial Civil Partnership, Non-Commercial Civil Partnership, and
Mudarabah contracts, with averages of 15,343.73, 10,861.21, and 5,710.9 thousand rials,
respectively, incur the highest costs. A breakdown of costs reveals that the stages of commuting,
documentation, waiting, and repayment account for 12.4%, 26.4%, 53.1%, and 8.1% of total
transaction costs, respectively. Thus, enhancing bank agility and expediting processes and
decision-making would most effectively reduce costs, particularly waiting costs. Furthermore,
given the substantial share of documentation costs for both individual (27.7%) and corporate
clients (22.9%), digitizing and moving the documentation process online could significantly
reduce costs associated with this stage as well as commuting expenses.
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