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Role of The Banking Institutions Financing in Vestment in The

Agricultural Sector in Egypt

Mohammed Hassan Ahmed Ali

Summary

This study highlights the financing problems facing the agricultural sector

in Egypt and related to the role of banking financing institutions in providing this
funding for agricultural investment. Accordingly. this research aims to preform an
economic analysis of the role of the most important banking financing institutions in

agricultural investment by identifying the current status of the role of the financial

mstitutions.

The results showed that the rate of private investment during the research
period (2000/2001-2016/2017) achieved efficiency between 0.01 and 0.1 while public
investment may appear to be inefficient. The return on private agricultural
investments was efficient. with an average of 13% during the research period. The
minimum and maximum levels ranged between 15and 69 in 1991 and 2012
respectively. The multiplier investment during the research period revealed that it
achieves efficiency more than 1 in all the years of the study except 2011/2012. the
year following the January 2011 revolution associated with special security
conditions. This year showed a decrease in the multiplier investment provided in the
agricultural sector in relation to the national product of the agricultural sector. and
hence the financing provided by the banking sector. This study also showed that the
Agricultural Bank of Egypt has been at the forefront in loans of the agriculture sector.
with 68% of the total credit granted to the agricultural sector. while the commercial
banks rate was about 32%.

This research also examined the effect of bank credit on the agricultural sector

on the cash stability coefficient. The situation. during the period of the research. was
characterized by a state of monetary instability. Most of the years witnessed
concretionary pressures. Other years witnessed inflationary conditions. which mean

the lack of credit planning and the absence of a clear strategy of the State in the field

of agricultural investment.
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The average and marginal slope of using banking credit in the agricultural

sector was minute and estimated to be about 0.3% and 0.23% respectively. which
means that the increase or decrease in agricultural output does not follow any change
in the ratio of the banking credit directed to the agriculture sector. While the marginal

slope value revealed that the agricultural credit policy is not compatible with the

development of agricultural production.

Recommendations

1. To attract more agricultural investments where they have become efficient

2- Increasing credit granted by the banking sector to the agricultural sector in Egypt.

3 - The need to establish a clear credit policy to grant agricultural credit according to
the actual needs required in order to lead the credit process its role in promoting

the development of the agricultural sector.



