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the growth of the agricultural sector, especially in developing
countries, is one of the important factors in achieving economic growth
and development. Meanwhile, due to the common concern of Islamic
countries in the field of financial development and productivity growth
of the agricultural sector, the aim of this study is to investigate the
impact of financial development on the productivity growth of the
agricultural sector in selected Islamic countries.

Materials and Methods: According to the results of cross section
dependence test and unit root test, AMG method was used to estimate
the model. The time period of the research is 2000-2017 and the
variables of the experimental model include changes in the total
productivity of production factors in the agricultural sector, financial
development, human capital, trade openness, gross domestic product
per capita and the formation of gross fixed capital in the agricultural
sector.

Findings: The results show the positive and significant impact of
financial development on the productivity of the agricultural sector in
selected Islamic countries, so that with a one percent increase in the
financial development index, the productivity of the agricultural sector
will increase by 0.709%.

Conclusion: The positive effect of the financial development variable
shows that the increase in granting credits to the private sector has
made financing easier for farmers and enterprises and has brought
about a reduction in exchange and production costs for them.
Therefore, the ground has been created for the use of new production
technologies and methods, and this issue will bring the growth of the
agricultural sector.
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Extended Abstract
Introduction

In economic literature, financial
development is one of the preconditions for
economic growth and development of
countries. The general argument for the
importance of financial development is that
financial institutions, as intermediaries,
have a positive impact on the level of
savings and development of investment
funds, so it plays an important role in
economic growth. Increasing competition
among financial institutions can also lead to
increased investment efficiency and lower
interest rates, which guarantees productive
lending growth and allows for optimal
credit allocation to investment projects.
Financial development also not only
benefits those who have access to financial
markets, but also allows more investors to
enjoy new investment opportunities. If the
financial market can fulfill its primary tasks
of reducing information costs, facilitating
exchanges, funding for innovative activities,
creating the right platform for savings, and
creating the right source for investing funds,
It will increase the productivity of all
factors. On the other hand, the agricultural
sector is one of the main pillars of economic
growth and development, and its
contribution to economic growth and
development is considerable in many
respects. The agricultural sector in
developing countries is important because
of its high role in the production,
employment and food security of societies
and the fact that the industrial sector in
these economies has not been able to
generate sustainable and sustainable
economic growth. On the one hand, one of
the  fundamental prerequisites  for
agricultural development is the existence of
an efficient financial market to finance the
investments and financing of the sector's
required assets at relatively low transaction
costs. More precisely, financial development
in this sector can help farmers meet the
required inputs, particularly by adopting
new and high-tech technologies, and by
increasing productivity. The considerable
theory that can best illustrate the
interaction between agricultural
productivity and financial development is a
highly efficient input model. This theory

provides insights into the micro and
macroeconomic factors needed to increase
agricultural productivity. Microeconomic
factors Theory refers to the factors needed
to improve Ilabor productivity, while
macroeconomic factors are based on
effective factors for the provision of
technology and other resources. Thus, the
theory suggests that advances in
agricultural productivity are not based
solely on microeconomic factors, such as
labor and capital. Rather, it emphasizes
external factors such as financial
institutions (which empower farmers to
access technology) and research
institutions (which transfer technical and
professional knowledge to farmers). This
technology is based on two arguments.
First, economic growth depends on the
availability and cost-effectiveness of high-
efficiency technology, and second, financial
investment in the agricultural sector is
determined by the ability of farmers to
allocate resources efficiently. This enables
the financial development of farmers to
access high-efficiency technology.
Therefore, there is a positive relationship
between financial development and
agricultural productivity growth.
Meanwhile, due to the common concern of
Islamic countries, which are generally in the
category of developing economies, in the
field of financial development and
productivity growth in the agricultural
sector, this study is intended to be
considered.

Materials and Methods

The data used in this study is a time series
of 13 countries and is therefore a panel data
type. In econometric panel data, it is
generally assumed that the data used have
cross-sectional independence. However,
interdependence may be due to factors such
as external consequences, regional and
economic relationships, interdependence of
the non-calculated residuals, and unusual
factors observed between the different
sections. Therefore, the first step in
econometrically analyzing panel data before
conducting any test is to identify cross-
sectional dependence or independence.
Various tests have been proposed in this
field such as Friedman (1937), Pesaran
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(2004) and Fries (2004), which are used in
this study to investigate the existence of
cross-sectional dependence. Some of the
most popular root unit tests are LLC, IPS,
Brighton and Fisher. But when there is
interdependence between cross-sections,
the results of these tests are associated with
error estimation. Pesaran (2007) therefore
proposed a method for solving the problem
of cross-section dependency. His method,
which is based on the conventional ADF
regression, is called the CADF. The most
commonly used methods for estimating
panel long-term coefficients are DLS and
fully modified ordinary least squares
(FMOLS). But these two methods are also
less valid in terms of cross-sectional
dependence. Pesaran and Smith (1995)
introduced an ARDL approach for panel
data, introducing a group mean estimator
(MG). In these methods, an ARDL is
estimated for each cross section and the
average of the estimated coefficients is
calculated. Pesaran (2006) introduced the
CCEMG method by completing the group
mean method, which is also valid under
cross-sectional dependence. Eberhart and
Thiel (2010) generalized MG as an
alternative to CCEMG as a generalized mean
group estimator (AMG). The advantage of
this CCEMG approach is that the shocks that
jointly affect the cross-sectional units and
cause cross-sectional dependence are
dynamically observed. Required data
included total agricultural and horticultural
and livestock productions, area under
cultivation, share of irrigated area, labor
force, capital stock in agriculture, chemical
fertilizer, pesticides, livestock inventory and
gross fixed capital formation. In the
agricultural sector of the FAO, the ratio of
private credit to GDP (financial
development index), secondary school
enrollment (human capital index), trade
share of GDP (business openness index) and
Per capita GDP (income index) was
obtained from the World Bank in the period
2017-2000.

Findings

The results of the cross-sectional tests
indicated that there was a cross-sectional
relationship between the variables. The
results of cadf test also showed that the

vs

logarithm of changes in total productivity of
production factors are static and other
variables are static once. Therefore, the
model estimation is done by the AMG
approach. The results of the model
estimation aim to investigate the effect of
financial development on the productivity
of total factors of production in agriculture.
The results show that the coefficients of all
variables in the model except human capital
variable are They are theoretical models
and have expected signs. The first variable
discussed is the financial development
variable that is examined to answer the
question in this paper. The coefficient of
this variable was positive and significant in
the reported estimation indicating that
financial development by providing the
necessary financial resources for the
agricultural sector enabled farmers to
obtain high technology yields and hence
their ability to allocate and use effectively.
Better than resources. The coefficient of this
variable indicates that by increasing the
financial development index by one percent,
agricultural productivity growth  will
increase by 0.709 percent.

Discussion

In a sense, financial development
empowers farmers to access technical and
professional resources and knowledge. Per
capita GDP is the second variable in the
model for which the obtained coefficient is
positive and significant. Significantly, this
variable statistically indicates that with the
increase of GDP in these countries, farmers
have a higher income level and thus are able
to provide more and better productive
inputs, access to new technologies and thus
develop the agricultural sector. And so
increasing this variable has a positive effect
on agricultural productivity. The coefficient
of variation on business openness is
positive and statistically significant. The
positive and significant coefficients of this
variable are estimated according to
theoretical models and show that openness
of the economy enables farmers to have
greater access to larger and global markets
by providing a more open economic
environment and conditions for farmers.
This is why diversifying manufacturing
products and increasing the
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competitiveness of domestic firms. Thus, as
farmers become more accessible to cheaper
imported intermediate goods and more up-
to-date technology, increasing the degree of
economic openness will increase
agricultural productivity. The variable
coefficient of gross fixed capital formation
in the agricultural sector was also positive
and statistically significant in the reported
estimates. Significance of this variable
indicates that investing and providing
infrastructure is one of the most important
factors affecting productivity and increasing
the productivity of agricultural sector
through the channel of impact on
productivity of labor, capital and other
production entities. But in the results
obtained, no significant human capital
variable was obtained. One of the reasons
for the lack of significance of this variable
may be related to the sample of countries
studied because the studied countries are
developing countries with low human
capital level and hence this variable could
not have a significant impact on the
agricultural productivity of this group of
countries.

Conclusion

Financial development can help economic
growth and development by helping
accelerate investment. On the other hand,
the agricultural sector, especially in
developing countries, is an important factor
in achieving economic growth and
development. Therefore, the development
and expansion of financial markets in the
agricultural sector of these countries with
the help of modern technologies and
convenient financial resources is of great
importance. Therefore, the present study

examines the impact of financial
development on agricultural productivity of
Islamic country in the period 2017-2000.
According to the results of cross section
dependency and root unit test, AMG method
was used for estimating the model which
results show that financial development has
a positive and significant effect on
agricultural productivity. The positive effect
of this variable indicates that by increasing
private sector lending, it has made it easier
for farmers and firms to finance and reduce

transaction  and production costs.
Therefore, the ground has been created for
the use of new production technologies and
methods and this has provided the growth
of the agricultural sector and contributed to
the growth of the agricultural sector.
Suggestions are made in line with the
results of the study. Given the fact that
financial development in this research is
intended to provide financial credits to the
private sector, and that these funds allocate
a large portion of the funds allocated to
farmers and firms active in the field, it is
recommended to allocate resources
appropriately. Funding should be made
between different sectors of agriculture to
provide for the growth of the agricultural
sector as one of the key sectors in achieving
economic growth. On the other hand, it is
suggested that a portion of the lending and
banking facilities be allocated to research in
the sector to provide food security and
agricultural productivity. Countries can also
try to produce and localize intermediate
goods that need research and development
to improve the productivity of production
agents in this sector.
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