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: Abstract

¢ Introduction: Given to economic sanctions as well as the emphasis of policy
¢ makers on the resistance economy and national production, it is important to
. identify the factors affecting the agricultural growth. One of these factors is

© banking credit. Despite the relative consensus of economists on the positive
¢ impact of banking credit on macroeconomic variables, some of them believe in
¢ the difference between the impact of public and private bank lending on
: economic growth and employment. Therefore, the purpose of this study is to

: investigate the impact of banking credit on Iranian agricultural growth sector by
: considering the role of bank ownership

: Materials and Methods: In this study, the data for the fourth quarter of 1388
 (2009) to the first quarter of 1397 (2018) and the MIDAS-GARDL method

: were used

: Findings: The results showed that the credit granted by state-owned banks

: have a greater impact on the growth of the agricultural sector compared to the

. credit of private banks

: Conclusion: It is suggested that state-owned banks have a greater share in the
: payment of banking facilities to the agricultural sector.
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Extended Abstract

Introduction:

Due to the vast benefits and advantages of
agricultural growth, understanding the role of
different accelerators of economic growth has
always been one of the most challenging issues for
economists. The significant differences between
regions in different periods to achieve economic
growth have led economists to become more
interested in identifying the affective factors of
economic growth. Meanwhile, agricultural growth,
especially in developing countries, plays a crucial
role in poverty reduction, maintaining food security,
and the development of other sectors.

On of great aims of Iranian economy in this year is
Production jump. Therefore, the issue of the growth
of the agricultural sector is a necessity for Iran.
Given the importance of economic growth,
researchers try to determine different factors and
their mechanisms to affect it. One of these variables
could be bank credit.

Despite the relative consensus of economists on the
positive impact of credit on growth and
employment, some beliefs emphasize that the
influence of public and private bank lending on
these variables is different. In other words, bank
ownership and lending from state or private banks
can play a non-identical impact on economic
growth. Banks' lending behavior, which is
influenced by their ownership structure and specific
objectives.

Some Economists believe state-owned banks'
lending decisions are more affected than private
banks. Therefore, the role of these banks can be
different from the role of private banks in economic
growth. On the contrary, Proponents of private
banking argue that the inadequate financial
structure, the high volume of delinquent receivables,
the inefficient allocation of credit, and the lack of
dynamism in banks are due to government
management practices on banks.

A review of previous studies shows that few studies
have examined the influence of bank ownership and
their credit allocation on agricultural value-added.
Therefore, the present study uses quarterly data to
investigate whether private or public banks play a
role in the impact of bank credit on the growth of the
agricultural sector or not?

Materials and Methods

Based on the theoretical foundations of growth
models, previous experimental studies such as
nndrr & zz yiddrim (2013) ss wlll ss cceess oo
required quarterly data, in this study the following
regression is used to examine the impact of bank
credit on agricultural
growth:

LY, =a+bLL, +b,LI, +b,LC, +b,LP, +e,
Where LY, LL, LI, LC, and LP are the logarithm
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form of the agricultural value added, labor force,
investment, bank credits, and the share of credits
granted by private banks to the total credits granted
in the agricultural sector, respectively. LL and LI
variables are the traditional variables of growth
models. Khan & Reinhart (1990), Barro, R. J.
(1999), Nazmi & Ramirez (1997), Ghani Din
(2006), and Kartikasari (2017) stressed the
importance of the investment variable in the
economic growth model. The LC variable has been
used many times in previous studies, but the LP
variable has entered the agricultural growth model
for the first time in this study. The symbols a, e, and
b indicate constant, the error term and slope
coefficients, respectively. For each of the variables,
quarterly data from 2010 to the first season of 2018
are gathered from Iran central bank. Seasonal data
have the advantage that they allow the researcher to
examine the relationship between variables in terms
of seasonal variations. Due to the seasonal behavior
of the agricultural sector, the use of seasonal data is
of particular importance.

In this Study, ADF and KPSS unit root tests were
applied to data. Also, the Hylleberg et al. (1990) test
was used to consider the seasonal nature of the data.
To Estimate the model, Generalized Autoregressive
Distributed Lag Model (MIDAS-GARDL) is used.

Findings

Unit root tests do not give consistent results.
Therefore, using the ARDL family must used
because it can be used even if there is a combination
of 1(0) and I(1) variables in the model.

The results show the first lag of employment has a
negative and insignificant coefficient. The low
productivity of agricultural labor and technological
changes can be the main reasons for this result.

The first and second lag of investment in the
agricultural sector have a positive and significant
effect on the growth of the agricultural sector. This
result is also in accordance with economic theories
and empirical studies.

The first lag of the exchange rate has a positive and
significant coefficient, which indicates the positive
effect of the increase in the exchange rate on the
growth of the agricultural sector.

The first and second lag of the facilities granted to
the agricultural sector are also similar to the variable
of investment in the sector. Both of them are
positive, but relatively their impact is less than the
investment in the agricultural sector. The second
break also has a greater impact on growth.

The first lag of the ratio of private bank credit
facilities to total bank credits does not have a
significant effect on the growth of the agricultural
sector. The more bank credits are granted by state



The Impact of Banking Credit on Iranian Agricultural Growth with Emphasis on the Role of Bank Ownership

banks, the greater the impact on the growth of the
agricultural sector.

Discussion and Conclusion

According to the research results, the following
policy proposals are presented:

1- Considering the positive impact of investment on
the growth of the agricultural sector, it is suggested
to increase the country's food security and increase
employment in this sector, as much as possible,
more capital should flow into the agricultural sector.
2- Due to the negative impact of the labor force
variable on the growth of the agricultural sector, it is
suggested to improve the productivity of the
agricultural  labor force, especially through
increasing the knowledge and skills of the labor
force.

3- Due to the positive effect of the exchange rate on
the growth of the agricultural sector, it is suggested
to use the capacities of the exchange rate to promote
exports, and the government should not harm the
exports of the agricultural sector by keeping the
exchange rate artificially low.

4- Considering the positive effect of bank facilities
on the growth of the agricultural sector, it is
necessary that the provision of facilities needed by
farmers should be prioritized by the policy makers
of the sector so that farmers can increase their
investment with these resources and get the inputs
they need. Prepared to promote the development and
growth of this sector.

5- Due to the higher impact of the facilities of state
banks compared to private banks, it is suggested to
conduct an analysis regarding the payment of
facilities granted by private banks. Some experts
believe that private banks direct production facilities
to non-productive sectors instead of productive
sectors of the economy. Therefore, for the success of
privatization policies in the country, it is necessary
to pay more attention to the higher efficiency of
private banks. In order to eliminate the possible

Journal of Agricultural Economics Research. 2023; 15 (2)

damages of private banks in providing facilities, it is
better to grant more credit facilities through state
banks and with more supervision of government
agencies. It should be noted that state banks in bad
economic conditions, due to access to more financial
resources, compensate for the decrease in the
granting of facilities by private banks and with anti-
cyclical behavior to maintain balance in the credit
market in increasing growth and Economic
employment is more effective than private banks. In
general, support for the state banks due to moving
towards the realization of the objectives of the
development of the agricultural sector, support for
the presence of state banks in less developed areas
and also more monitoring of the lending behavior of
private banks in low income areas for Their greater
participation in the growth and employment of the
agricultural sector by granting targeted credits can
lead to the reform of the credit allocation and
financing market in the agricultural sector of Iran.
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