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The estimate of Effect of Bank credits and Government Budget on
agriculture sector

Abstract

In most countries, Governments are charged with the duty to support agriculture sector.
By planning, they allocate credit sources to farmers in order to provide food security and
maintain welfare caused by increasing foodstuffs in the long run. This study, determine
how much budget and bank credit is required to achieve the targets in agriculture. To this
end, we used production linear function by substitution government budget and credit
bank variables instead of investment variable and also adding raining years to the
function. By estimation, result showed that the constant is equal to -38561.57 which in
other words, it demonstrates that volume of agricultural products would decline if
government does not plan to allocate adequate investment to the sector. Banking credit
coefficient is 1.57, coefficient of government budget for water is 2.57, Labor coefficient
is 18.01 and 23.66 is for raining year coefficient respectively. This function has a
Dummy variable which the coefficient is equal to 14300. This variable is presumed to be
zero for the years that government revenue by oil and gas has exceeded over 20 billion
dollars where as in other years it has been taken one in the model. It is therefore clear that

the coefficient shows Dutch disease negative effect on Iran Agriculture sector
Key words: credit bank, government budget, agriculture production
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