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Investigating the Effect of Banks Credit on Economic Growth of Agricultural Sub-Sectors (Genetic Algorithm
and Panel Cointegration)

Abstract

Achieving the proper growth rate in the economic sectors is an important goal for all countries and it is in the priority
of policy-making. The agriculture sector in the economy of Iran important due to its position in terms of production
and employment and its relationship with other sectors. So the growth of this sector determines the country's economic
growth. Investment in the agriculture sector is depended on the bank credits. Accordingly, this study considered the
effect of credits on the agriculture sub-sectors growth using panel data of 1991-2010 in the Solo Growth Model context.
Firstly, using panel data of value added, capital, employment, and credits for four subsectors of agriculture including
horticulture, livestock, fisheries and forestry, we examined the cointegration between these variables. After confirming
the existence of cointegration, the long-term relationship was estimated using FMOLS approach and the short-term
relationship using ECM approach. The elasticity of credits variable was 0.81% in the long run and 0.44% in the short
run. Therefore, one of the ways to grow agriculture sector is to facilitate farmers' access to funds. In the second part,
using the genetic algorithm, we examined the effect of credits on value added in each sub-sector. The results indicate
a positive effect of credit on value added in all sub-sectors. Considering the positive effect of capital stock on the value
added of agricultural sub-sectors, it is suggested that allocation of credits to the agricultural sector be controlled and
directed towards investing and introducing modern technologies into this sector.

JEL classification: 013, E51, H81

Keywords: Credits, agriculture Sector, Solo Growth Model, Genetic Algorithm Approach, Iran
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