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Introduction: Due to the vast benefits and advantages of investment,
understanding the role of different accelerators of investment has always been one
of the most challenging issues for economists. The significant differences between
regions in different periods to achieve investment have made economists more
interested in identifying the factors affecting investment. Meanwhile, agricultural
investment, especially in developing countries, plays a crucial role in poverty
reduction, food security, and development of other sectors. One of the great
objectives of Iranian economy in current year is the ‘production jump’. Therefore,
the issue of the investment such as agricultural investment is a necessity for Iran.
Given the importance of agricultural investment, researchers try to determine
different factors affecting the investment in agricultural sector 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
investment, some emphasize that the influence of public and private bank lending
on these variables is different. In other words, bank ownership and lending from
the public or private banks can play a non-identical impact on investment and
growth. Banks' lending behavior is influenced by their ownership structure and
specific objectives. Some economists believe that state-owned banks' lending
decisions are more affected than private banks. Therefore, the role of these banks
can be different from that of the private banks in economic growth and investment.
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
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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 investment. Therefore, the present study used quarterly data to
investigate whether private or public banks play a role in the impact of bank credit
on the investment of the agricultural sector or not.

Materials and Methods: Based on the theoretical foundations, and previous
studies such as Onder & Ozyildirrm (2013) as well as access to required quarterly
data, in this study, the following regression within an equation was used to
examine the impact of bank credit on the agricultural investment:

LI, =a+b,LC, +b,LP +b,LR, +b,LER, +b.LO, +e,

Where LI, LC, LP, LR, LO, and LER would be the logarithm forms of the
agricultural investment, agricultural credits, the share of credits granted by private
banks to the total credits granted in the agricultural sector, interest rate, oil income,
and exchange rate, respectively. The LR and LO were the traditional variables of
investment models. The LC and LER were used many times in previous studies,
but the LP variable entered the agricultural investment model for the first time in
this study. The symbols of a, e, and b indicated constant, the error term and slope
coefficients, respectively. For each of the variables, except exchange rate,
quarterly data from the fourth season of 2010 to the fourth season of 2022 were
gathered from Central Bank of the Islamic Republic of Iran (CBI). For exchange
rate, the monthly data of the CBI was used. 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 was of particular importance. All value variables were based
on the constant value of 2011. In this Study, the Hylleberg et al. (1990) test was
used to test unit root. To Estimate the model, Generalized Auto-Regressive
Distributed Lag (DARDL) model was used with Mixed-Data Sampling (MIDAS)
model in a combination form of MIDAS-GARDL approach.

Results and Discussion: The unit root test did not give the consistent results.
Therefore, the ARDL family ougtht to be used, because it could be used even if
there was a combination of 1(0) and I(1) variables in the model. The results
showed the oil income in the agricultural sector had a significantly positive effect
on the investment of the agricultural sector (in accordance with economic theories
and empirical studiesO; in addition, the exchange rate had a significantly negative
effect, including the negative effect of the increase in the exchange rate, on the
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investment of the agricultural sector; the interest rate had also a significantly
negative erect, indicating the negative effect of the increase in the agricultural
interest rate on the investment of the agricultural sector. The coefficient of
agricultural credit was similar to the variable of investment in the sector where
both of them were positive while their impacts were relatively estimated lower
(therefore, the increase in agricultural credit caused to increase agricultural
investment0. As shown by the study results, the ratio of private bank credit to total
bank credits did not have a significant effect on the investment of the agricultural
sector and so, the more bank credits were granted by the public banks, the greater
the impact on the investment of the agricultural sector.

Conclusion and Suggestions: According to the study results, the following
policy recommendations are presented:

1. Due to the negative impact of the interest rate on the investment of the
agricultural sector, it is suggested to consider the negative impact of interest
rate increase on the investment in this sector. It is also suggested to decrease
the interest rate to promote the investment.

2. Considering the positive effect of oil income on the investment of the
agricultural sector, attention should be paid to the negative effects of the
decrease in oil revenues especially in the conditions of economic sanctions on
the investment of the agricultural sector, and this damage should be
compensated through other sources such as attracting foreign investment.

3. Considering the positive effect of bank credit on the investment of the
agricultural sector, it is suggested to increase agricultural credit to increase
the investment in this sector.

4. Due to the higher impact of the credit of public banks compared to private
banks, it is suggested to conduct an analysis regarding the payment of credit
granted by private banks. Some experts believe that private banks direct
production credits to non-productive sectors instead of productive ones in the
economy. Therefore, for the success of privatization policies in Iran, it is
necessary to pay more attention to the higher efficiency of private banks. In
order to eliminate the possible damages of private banks in providing credits,
it is better to grant more credit through the public banks with more supervision
of government agencies. It should be noted that in bad economic conditions,
the public banks, due to their access to more financial resources, would
compensate for the decrease in the granting of facilities by the private banks,
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through anti-cyclical behavior which used to be more effective than that of
the private banks, to maintain balance in the credit market in increasing
growth and economic investment.

Keywords: Bank Credit, Privatization, Agricultural Investment, Bank Ownership,
MIDAS-GARDL Method.
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