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 The purpose of research was identifying effective factors in effectiveness of capital 

credits and refunding barriers in Agricultural Bank. This descriptive-correlative 
research was conducted using survey method. Three hundred seventy wheat farmers 

were selected from statistical population of this research using stratified random 

sampling. The research’s major tool was a questionnaire whose validity was tested by 
agricultural bank workers and faculty members of Islamic Azad University. Its 

reliability was also tested by Cronbach’s coefficient alpha. The research results 

revealed a positive and significant relationship between social participation, social 
status, educational level of wheat farmers, degrees of supervision of bank experts, 

income from agricultural activities, amounts of credits received by wheat farmers, and 

effectiveness of capital credits. The results also showed a negative and significant 
relationship between variables of age of wheat farmer and wheat farmer experience and 

effectiveness of   capital credits. Regression results indicated that the variables: "social 

participation, social status, educational level of wheat farmers, degrees of supervision 
of bank experts, income from agricultural activities" explained 65.6 of the changes of 

research’s dependent variable. 
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INTRODUCTION 

 

 Many economists believe that a progressive and powerful agriculture sector is one of the requirements of 

the economic development and that development of the agriculture sector is the prerequisite of a country's 

economic development in all circumstances. They believe that the other sectors will not flourish unless the 

development obstacles of this sector are overcome [7]. However, it is impossible to achieve economic 

development without capital. Capital plays a very important role since it can be converted into other factors 

influencing the production process. In addition to global challenges, the sustainable agricultural development of 

our country deals with many other challenges such as lack of investment in this sector [6]. 

 Expert reviews reveal that currently, not only less than half of the potential is exploited in the agriculture 

sector but also it is not utilized in a completely scientific manner. Low levels of investment in this sector during 

the past years were the most important factor leading to this situation. An obvious example is the remarkably 

low share of the agriculture sector in total economic investment compared to its share in gross domestic product 

[2]. According to many researchers, bank credits, increasing their amount and easy access to them are among 

factors influencing the development of the agriculture sector [3]. Credits are necessary for development and they 

provide the capital requirements of the farmers and entrepreneurs for new investments or utilizing novel 

technologies. Agricultural credit is a type of directed credit that is granted to people for expanding agricultural 

products [10]. Agricultural credits are granted for farmers in two types, operating and investment credits. 

Operating loans are used by the borrowers to cover a portion of the required liquidity and working capital and 

their repayment period is as long as a production cycle (twelve months at most). Investment loans, on the other 

hand, are generally granted to increase the production capacity. They include more credits and a longer 

repayment period [23]. 
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 Agricultural bank states that the purpose of providing investment and operating credits is to create or 

increase new capacities and to maintain the existing activities and capacities in the projects concerning the 

various subsections of agriculture, respectively [1]. 

 According to the report of Central Bank in August 2013, the performance of agricultural bank in different 

years reveals that there was a high demand for working capital credits. In addition, the amount of granted 

working capital credits was more than the amount of granted investment credits in most of the agricultural 

subdivisions. Comparing the statistics of both institutions, these questions come to mind "Have the granted 

capital credits by agricultural bank had the desired effectiveness?" and "Which factors influence the 

effectiveness of these credits?" Evaluating the aforementioned programs before their further expansion can help 

with detecting the problems, solving them and improving the performance. 

 One of the most important stages of planning is evaluating the effectiveness of the projects. This process 

facilitates optimizing the decisions and planning realistic and feasible projects in the end. Effectiveness 

evaluation can considered as an important factor in rectifying the weak points of development plans and 

increasing supervision [8]. The most important purpose of effectiveness evaluation is determining the impact of 

executing financing plans at different levels in order to specify the degree to which the plans are successful in 

fulfilling their goals. In addition, the aforementioned studies make it possible to rectify and improve the 

performance of the plans [5]. 

 Many studies are conducted on effectiveness of the agricultural credits inside and outside of Iran; 

 For example, by studying the productive effects of the credits allocated to agriculture sector, Zare [24] 

demonstrated that quick response to the farmer's request, i.e. minimizing the interval between requesting and 

granting the credit, is one of the important factors in proper credit absorption and utilization for production and 

finally, its effectiveness. 

 Saadi and Arabmazar [19], evaluated Zeynab Kobra program whose purpose is providing credits for rural 

female head of households. The research results revealed that educating women, supervising facility usage, the 

education level of female head of households and their age had a significant effect on the project success. 

 Talebi and Najafiasl [21], conducted a research on the effect of the microcredits of Agricultural bank on 

economic empowerment of the active women in the livestock sector of the villages covered by Hazrat Zeinab 

program in Buin-Zahra. The following items were identified as the factors influencing the effectiveness of the 

credits of this program: facility rates, education and awareness, age, education level, economic status and credits 

such as land, livestock, stable, household employee count and financial debt rate. 

 In a comparative analysis of farmer behavior regarding the expenditure of agricultural bank credits, 

Varmarzyari et al.[23] demonstrated that the behavior of the farmers in the two groups being compared was 

different in terms of the following variables: type of the  agriculture loan, agricultural insurance usage, amount 

of supervision after loan grant, loan amount and education level. 

 Shahbazzadeh et al.[20], studied the effect of credits on the development of the quick-impact firms in the 

livestock industry of Babol township. The research results revealed that although these credits had a positive 

impact on employment and resulted in new investment in this sector, the impact did not last in long term and the 

investment and employment decreased considerably in these firms during this period. 

 Comparing the effectiveness of microcredits in the rural communities of Azadshahr, Nazari and Adeli, 

demonstrated that the credits were more effective among the rich than the poor in various aspects (employment, 

loan to total investment ratio and income increase) because they had better income and the average loan granted 

to them was higher. 

 Reed and Befus [18] studied the microcredit programs in several countries such as Indonesia (Rakyat Bank) 

and Honduras. The results revealed that the microcredit programs that combined lending with education were 

more effective in employment. 

 The results of Folt's research [9] indicated that the size of the operational land had an impact on the 

effectiveness of the microcredits. The farmers that owned big lands used microcredits as transfer incomes in off-

farm investment. Credits received by small farmers were more effective. 

 The results of Mohieldin and Wright's work [12] in Egypt revealed that the credits provided by formal 

sources were more effective than the informal ones. 

 Khandkar and Farquee [10] studied agricultural credits in Pakistan and concluded that short-term credits 

were less effective than the long-term ones. 

 Pitamber [17] studied the factors influencing the effectiveness of microcredits in decreasing poverty in 

Ethiopia and Malawi. Result analysis revealed that the most important factors influencing the effectiveness of 

microcredits were the size of the credit granted to the borrower, credit utilization strategy and management, the 

interest rate on the loan and the amount of the savings of the borrower. 

 On the subject of granting agricultural loans to the farmers of Nigeria's Niger Delta, Okerenta and Orebiyi 

[15] stated that the following factors were the most important ones influencing the effective management of 

agricultural credits by the lending organizations: investment profitability, the amount of assets owned by the 

borrowing farmers, the interest rate on the loan, loan availability, transaction costs and risk level of the loan. 
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 Ansari et al.[4], studied the factors influencing the efficiency and effectiveness of agricultural credits from 

the viewpoint of farmers and experts. They revealed that there was a positive and significant relationship 

between agricultural training, facility to income ratio, young age, higher education and the efficiency and 

effectiveness of the agricultural credits. 

 According to the aforementioned discussions, it is clear that due to low income and high risk and 

production costs in agriculture sector, one of the prerequisites of developing the activities in his sector is to 

provide the farmers with credits and ensure their effectiveness in production. Therefore, the main purpose of this 

research is to study the factors influencing the effectiveness of the working capital credits received from the 

agricultural bank by the wheat farmers of Kohgiluyeh-and-Boyer-Ahmad with a focus on determining the 

effectiveness rate the received working capital credits. 

 

MATERIALS AND METHODS 

 

 The research method was descriptive and correlation. Kohgiluyeh-and-Boyer-Ahmad was the research area 

and the statistical population contained all of the wheat farmers in this province who received the capital credit 

of agricultural bank at least once during 2011 and 2012. There were 6168 qualified wheat farmers. Applying the 

Krejcie & Morgan table, the sample size was determined as 370 based on the statistical population size. Using 

the stratified random sampling method, the samples were selected among the agricultural bank in Kohgiluyeh-

and-Boyer-Ahmad province. 

 The research’s major tool was a questionnaire whose validity was tested by agricultural bank workers and 

faculty members of Islamic Azad University. Its reliability was also tested by Cronbach’s coefficient alpha.  

According to the results, the questionnaire had a reliability of 0.78 in average, which is acceptable. The 

effectiveness of the working capital credits received from the agricultural bank by the wheat farmers of 

Kohgiluyeh-and-Boyer-Ahmad was considered as the dependent variable. 

 The research studied the effect of the following independent variables on the dependent variable: personal 

attributes of the wheat farmers, professional attributes of the wheat farmers, economic attributes of the wheat 

farmers, social attributes of the wheat farmers and supervision by the officials of the agricultural bank on all the 

stages of loan grant and expenditure. The data processing and calculation were performed using SPSS19 

software application. 

 

Results: 

Effectiveness Results of the Capital Credits: 

 In order to evaluate the effectiveness of working capital credits in the population under study, the following 

four different aspects were considered for effectiveness, effectiveness of working capital credits in production, 

employment, income and improving the life and welfare of the wheat farmers. 

 After evaluating the effectiveness of the credits in each aspect, the effectiveness in production, 

employment, income and welfare were studied together to evaluate the effectiveness of the credits among the 

population under study. Table (1) presents the effectiveness of working capital credits among the statistical 

population under study. 

 
Table 1: The effectiveness of working capital credits among the statistical population under study. 

Effectiveness of Working Capital Credits Absolute frequency percent Cumulative percentage 

very low 21 5.5 5.5 

low 144 38.8 44.4 

average 119 32 76.3 

high 55 15.2 91.5 

very high 31 8.5 100 

TOTAL 370 100 ـ 

 

 Among the statistical population, the effectiveness of the working capital credit received by 21 wheat 

farmers was very low. In addition, 38.8% of the samples (144 wheat farmers), 32% of the samples (119 wheat 

farmers), 15.2% of the samples (55 wheat farmers) and 8.5% of the samples (31 wheat farmers) were 

categorized in the low, average, high and very high effectiveness groups, respectively. 

 

Inferential Findings: 

 Spearman test was used to study the correlation between the dependent variable "effectiveness of capital 

credits" and the independent variables. It revealed that there is a positive and significant relationship between 

the dependent variable and the following independent variables: social participation, social status, education 

level of the wheat farmers, the amount of supervision by the bank officials, the yield from agricultural activities 

and the amount of facility received by the wheat farmers. There is a negative and significant relationship 

between the dependent variable and the age and experience of the wheat farmers. 
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Table 2: Spearman Coefficient Correlation between effectiveness of capital credits and independent variables. 
Sig r Variables 

Variable 

0.000 -0.296** Age 

0.022 0.119* Education Level 

0.057 0.099 Household Size 

0.374 0.046 The Area under Cultivation 

0.734 0.018 The Amount of Main Product Per Hectare 

0.000 -0.269 Agricultural Experience 

0.01 0.134** Social participation 

0.000 0.345** Social Status 

0.378 -0.004 Financial Debt Rate 

0.000 0.239** Salary from Agriculture 

0.041 0.106* Facility Rate 

0.492 0.036 Savings Rate of the Wheat Farmers 

0.113 0.082 Repayment Period 

0.000 0.32** Supervision by the Bank Officials 

Source: Research Findings     ** : Significance Level : 0.01          * : Significance Level : 0.05 

 

The Results of Regression Analysis: 

  The following regression equation was obtained using multivariate stepwise regression analysis test: 

 

 
 
Table 3: The Regression Results between Effectiveness of Working Capital Credits and Independent Variables. 

Steps Independent variables B SE B Beta t sig 

Step 1 Social Status 0.314 0.049 0.301 7.408 0.000 

Step 2 Supervision by the Bank Officials 0.162 0.048 0.164 3.394 0.001 

Step 3 Age -0.004 0.001 -0.172 -3.293 0.001 

Step 4 Salary from Agriculture 0.1 0.32 0.135 2.7 0.007 

Step 5 Social participation 0.96 0.046 0.106 2.107 0.036 

 intercept 1.782 0.241  6.404 0.000 ـ

sigif F = 0.000       F = 52.97   R2 Adj= 0.644   R2 = 0.656  R = 0.809 

 

Source: Research Findings: 

 The variables social participation community involvement (x1), age (x2), salary from agriculture (x3), 

supervision by the Agricultural bank officials (x4) and social status (x5) were the main independent variables 

influencing the dependent variable. Together, they determined 6.65% of the dependent variable variations. 

 

Discussion: 

 In this section, the results of this this research is discussed and compared with the results of other studies. 

 There is a positive and significant relationship between social participation of the wheat farmers and the 

effectiveness of capital credits, which is supported with the findings of  Mohammagholinia [11]. 

 There is a positive and significant relationship between wheat farmers' salary from agriculture and the 

effectiveness of working capital credits, which is supported with the findings of the works of Negarjan and  

Myer [13], Mohieldin and  Wright [12], Saadi and  Arabmazar [19], Nazari and  Adeli [14]. 

 There is a positive and significant relationship between the amount of facility received by the wheat farmers 

and the effectiveness of working capital credits, which is in line with the findings of Oakrenta and  Orebiyi [15], 

Oluwasolaand  and Alimi [16]. 

 There is a positive and significant relationship between the amount of supervision by the Agricultural bank 

officials and the effectiveness of working capital credits which is in line with the findings of Saadi and  

Arabmazar [19], Varmarziari et al. [23]. 

 

Recommendation: 

 Since there is a positive and significant relationship between social participation and the effectiveness of 

capital credits, providing information and training programs for people along with institutionalizing cooperation 

culture among them can increase the effectiveness of bank credits. 

 Since there is a positive and significant relationship between the amount of credits received by the wheat 

farmers and the effectiveness of capital credits, it is recommended to increase the amount of the credits granted 

to the wheat farmers so that their concerns regarding the costs of agricultural activities are alleviated and they 

remain loyal to the agricultural bank. 

 Since there is a positive and significant relationship between the amount of supervision by the agricultural 

bank and the effectiveness of working capital credits, it is recommended to use more advanced mechanized 

monitoring systems compared to the current ones for cost estimation and supervising facility expenditure.  
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 Moreover, it is recommended to take economic conditions of the area into consideration while applying 

economic analyses for cost estimation. 

 

REFERENCES 

 

[1] Agricultural Bank, 2009. Retrieved July 22 2013, from http://www.agri-bank.com/services.htm (In Farsi). 

[2] Ahmadpur Borazjani, M. and M. Hosseinipur, 2007. Effective Factors on Agricultural Credits Demand in 

Sistan, Agricultural Economic & Development, 15(58): 91-110 (In Farsi). 

[3] Akroyd, D., 2003. Agricultural and Rural Development Planning, New Delhi, Ash Gate Publishing.  

[4] Ansari, Y. and D. Gerasim and M. Mahdavinia, 2011. Investigation of Factors Affecting Efficiency and 

Effectivness of Agricultural Facilities from Viewpoint of Farmers and credit Experts in 2009, IRAN, 

African Journal of Agricultural Research, 6(15): 3619-3622. 

[5] Barens, C. and E. Keogh, 1999. An Assessment of the  Impact of zambuko`s micro – Enterprise Program 

in the Zimbawe: Baseling Finding, USAID AIMS.  

[6] Chizari, A. and A. Zare, 2000. Studying of Allocated Credits Effects of Mazndaran Province Agricultural 

Sector by Keshavarzi and Melli Bank, Agricultural Economic & Development, 8(32): 69-92 (In Farsi). 

[7] DArvishi, A., 1992. Capasity and Power of Agricultural Sector, Agricultural Economic & Development, 

2(5): 20-53(In Farsi). 

[8] Eynali, G., 2003. Evaluation`s Role of Agriculthral Credits on Economic Development and Rural 

Employment in Khararud River Basin Villages Khodabandeh Township, Conference of Financil 

Preparing, Experiences, Lessons, Tehran, pp: 381-390 (In Farsi).  

[9] Folt, J., 1998. Credit Market Constraint and Profitability in Tunisian Agriculture, Agricualtural and 

Applied Economic, 28(3): 345-356. 

[10] Khandker, S.R. and R. Faruqee, 2003. The Impact of Farm Credit in Pakistan, Retrieved August 8 2013, 

from http://www.world bank.  

[11] Mohammadgholinia, J. and M. Salari, 2006. The role of social strategies to increase productivity and 

efficiency in wheat production cooperatives case study of South Khorasan Province in 1386. Journal of 

Cooperatives, 301: 87-100. 

[12] Mohieldin, M.S. and P.W. Wright, 2000. Formal and informal credit market in Egypt, Economic 

Development and Cultural Change, 48: 657-671. 

[13] Nagarajan, G. and R.L. Meyer, 1992. Informal finance through land pawning contracts: Evidence from the 

Philippines, Journal of Development Studies, 29: 93-107. 

[14] Nazari, A. and G. Adeli, 2011. Comparison Effectivness of Micro-Credits on Rural Population in 

Mountain and Plain Areas of azadshahr Township, Journal of Geography, 9(31): 191-214. (In Farsi). 

[15] Okerenta, S.I. and J.S. Orebiyi, 2005. Determination of Agricultural Credit Supply to Farmers in the Niger 

Delta Area of Nigeria, Journal of Agriculture and social Research (JASR), 5(1): 67-72.  

[16] Oluwasola, O.  and T. Alimi, 2008. Determinants of agricultural credit demand and supply among small-

scale farmers in Nigeria, Outlook on Agriculture, 37(3): 185-193. 

[17] Pitamber, S., 2003. Factors Impeding the Poverty Reduction Capacity of Micro-credit: Some Field 

Observation from MALAWI and ETHIOPIA, Economic Research Papers N:74, African Development 

Bank.  

[18] Reed, R.L. and D.R. Befus, l992. Transformation Lending Helping Microenterprises  Become Small 

Businesses in Otero, Maria  and Rhyne, Elisabeth, The New World  of  Microenterprise Finance, Building 

healthy financial institutions for the poor, IT Publications.   

[19] Saadi. H. and A. Arabmazar, 2005Role of Micro-Credits on Rural Women Empowerment: Experienceof 

Agriculthral Bank, Micro- Finance, Removing Poverty and Rural Development Conference, Tehran, pp: 

235-262.   

[20] Shaabanzadeh, M., N. Shahnushi, M. Daneshvar, M. GHorbani and M. Mojaverian, 2011. Studying`S 

Role of SME`s at Animal Farming Industry Developmen, Journal of Agriculthral Economic Research, 

3(3): 137-155. (In Farsi). 

[21] Taleb, M. and Z. Najafiasl, 2007. Outcomes of Rural Micro-Credits on Economic Empowerment of  

Householder Women: A look at Results of Hazrat Zainab project in Bueenzahra`s Villages, Village and 

Development, 3(10): 10-26. (In Farsi).  

[22] Van  Den Ban, A.W., 1999. Agricultural  Development: Opportunities and  Threats  for Farmers and 

Implications for Extension Organizations, The Journal of Agricultural Education and Extension, 6(30): 

145-156. 

[23] Varmarzyari, H., KH. Kalantari And H. Shaabanali Fami, 2010. Comparative Analysis of Behavior`s 

Farmers at the Spending of Agricultural Credits (Case Study: Khoy Township, Western Azarbaiegan 

Province, Agricultural Economic & Development, 24(3): 346-355. (In Farsi). 



343                                                   Cyrus Gashtasbi and Ahmad Reza Ommani 2014 

Advances in Environmental Biology, 8(11) Special 2014, Pages: 338-343 

[24] Zare, A., 1997. Studying and Evaluation of Allocated Credits Effects of Agricultural Sector by Keshavarzi 

and Melli Bank, Thesis of Msc, Economic Department. Tehran University, Iran. 


