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Extended Abstract

Introduction:

The role of monetary policy in promoting economic
growth goes back to the time of Adam Smith and
prominent monetary economists such as Fisher,
Tobin, and Friedman. Since then, there has been a
growing consensus among monetary economists
and policy activists that monetary policy matters for
growth, at least in the short term. However, the focus
of monetary policy researchers has recently shifted
from the importance or lack of importance of money
to examining the role of monetary policy in real
growth_(9). The agricultural sector and its value-
added are factors affecting economic growth. The
effect of monetary policies on the value added of the
agricultural sector is complex due to the dependence
of this sector on many factors such as soil type,
weather conditions, technology, market, etc.
However, monetary policies can have a direct and
indirect effect on this sector. Monetary policies such
as determining interest rates, exchange rates,
liquidity, etc. can have a direct effect on the price of
agricultural products. For example, an increase in
the interest rate can cause a decrease in investment
in this sector, which can ultimately cause a decrease
in production and added value in this sector. In
addition, monetary policies can have an indirect
effect on the agricultural sector and its value added.
In this case, the increase in the exchange rate can
cause a decrease in the export of agricultural
products and ultimately cause a decrease in
production in this sector and its value added.
Therefore, the effect of monetary policies on the
value added to the agricultural sector depends on the
type of monetary policies and the mentioned factors,
including market conditions(28).

The agricultural sector in Iran's economy can be
considered a strategic sector in terms of creating job
opportunities for the growing workforce of the
country, providing food for the growing population,
as well as producing raw materials and inputs
needed by industries. Therefore, considering the
importance of the agricultural sector, the present
study has examined and analyzed the effect of
monetary policies on its added value. According to
the main purpose of the research, the findings of this
research can help to better understand policy-
making and planning in related fields.

Materials and Methods

The current research was conducted with the aim of
investigating the effects of liquidity and investment
on value-added, as well as the effect of liquidity on
investment in the entire agricultural sector and its
sub-sectors, which include
crops, Livestock, fisheries, and forestry. The
geographical area of the current research is the
country of Iran during the period of 1991-2019 and
using the econometric approach (GMM). The
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research data has been extracted from the website of
the Central Bank and Statistics Center of Iran. The
empirical econometric model for the agricultural
sector is as follows:

YZ=F (iv, mo, yz (-1))

IV=F (iv (-1), yz, mo)

YZ: Value added of the agricultural sector (sum of
all sub-sectors) of Iran in the year t, mo: Liquidity of

Iran in year t, iv :Investment in the agricultural
sector of Iran in the year t.

Findings

In all models, the first interval of the dependent
variable, which is used as an instrumental variable,
is statistically significant. This shows the reliability
of the results obtained from the estimation of
dynamic patterns. Sargan's statistic indicates the
adequacy of choosing the first interval of the
dependent variable in the estimated models as an
instrument. When the probability of Sargan's test is
higher than the desired level of confidence, the null
hypothesis that shows the appropriateness of the tool
is accepted. Considering that the probability level of
Sargan's test is higher than 0.05 in all models, the
appropriateness of the tool is confirmed.

The estimation results show that in all four sub-
sectors and the entire agricultural sector, liquidity
and investment had a positive and significant effect
on value-added. Also, liquidity has had a positive
and significant effect on investment. Thus, in the
crop subsector, liquidity and investment increased
by 0.017 and 0.53, respectively, in the livestock
section, 2.76 and 0.31, in the fisheries subsector 2.18
and 3.21, in the forestry subsector 1.05 and 2.08 and
the entire agriculture sector has 3.06 and 1.56 units
of value added. In the crop subsector, liquidity
increased by 0.01, in the livestock subsector by 0.51,
in the fisheries subsector by 0.18, in the forestry
subsector by 0.40 and the entire agriculture sector
has the investment of 0.26 units.

Discussion and Conclusion

Agriculture as one of the main and important
industries has a huge impact on economic growth.
Agriculture is one of the most important factors in
economic development and poverty reduction. In
this study, the impact of monetary policy (liquidity)
and value-added investment as well as the impact of
liquidity on investment in the whole agricultural
sector and crop, livestock, fisheries, and
forestry subsectors in Iran were examined
empirically. Data were extracted from the Central
Bank and the Iranian Statistics Center during the
years 1991-2019 and the GMM method was used to
estimate the equations. Research findings
indicate that in all four sub-sectors and the entire
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agricultural sector, liquidity and investment had a
positive and significant effect on value-added. Also,
liquidity has had a positive and significant effect on
investment. According to the above results, it can be
stated that monetary policies are effective in
agricultural efficiency, and based on the results, the
following suggestions are presented: Due to the
increase in the volume of liquidity in the country,
policymakers can reduce the effects of liquidity in
the community by properly directing existing
liquidity to invest in the sectors of the country,
thereby promoting production in the sector.
Economic and agricultural sector, Monetary policy
suitable for attracting and growing domestic and
foreign investment in agriculture.
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