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Analysis of factors affecting the development of investment in the agricultural sector of
Kermansha

Abstract

Investment in the productive sector of agriculture is of great importance due to its role in economic
growth, food security, foreign exchange and rural development. Therefore, the main purpose of
this study was analyzing the factors affecting the development of investment in the agricultural
sector. The statistical population of the research included all the farmers jof Kermanshah
(N=34386). By Using Bartlett's sampling table, 264 of them were selected forithe study by simple
random method. The main instrument in this study,was questionnaire, whi€h its validity was
obtained by Content validity. To measure reliabilityiof questionnaire Cronbach's Alpha formula
calculated (0=0/71). Data analysis was done with SPSS(software. The ﬁﬂdings indicated that in
the studied area, investment in agriculture is affected by 8 facters: infrastructure, education and
information, institutional development %in agriculture (effective and appropriate laws and
regulations), economic conditions of farmersysupport.andieredit facilities, security of investment,
the stability of prices and the quantity and quality,of production factors, which explained 77.707%
of the total variance of the factors. Therefore, the faQLors of infrastructure and education and
information have been the mest important determinants of imvestment in the agricultural sector,
which indicates that the development and strengthening of.infrastructure, equipment and access to
new technologies and Preparing ofistrategic programs to improve the level of financial literacy,
knowledge and agricultural skills will'fead to the development of investment.

Keywords: Capital, agricultural economy, investment, Kermanshah city

EXTENDED ABSTRACT >

Objectives N

In the pastifew yearsythe growth rate of the agricultural sector has been far from the expected goals in the
country's development plans, and despite all the progress made, the agricultural sector still suffers from a
lack of capital. Therefore, one of the structural problems of the agricultural sector in the Iranian economy
is the flow and outflow of capital from this sector to other economic sectors. Continuation of this trend and
lack of favorable investment in the agricultural sector will reduce the productivity of this sector and, of
course, the loss of competitiveness of agricultural producers. The unfortunate point is that this low
productivity and less competitiveness have hindered the absorption of capital in the agricultural sector and
has practically created a vicious circle of lack of investment and lower competitiveness, which is expanding

in the current situation. Also, due to poverty and lack of attention to investment and agricultural



development, the migration process has increased uncontrollably and while endangering agricultural
production and food security of the country, leads to marginalization, insecurity and social problems in
cities. Be. Hence, almost all experts consider one of the most important challenges of the agricultural sector
to be the lack of sufficient capital in it. The severity of this issue is such that failure to solve this problem
will make it impossible to achieve the goals of the vision document in the agricultural sector. Therefore,
identifying the factors affecting the development of investment in the agricultural is very important.
Methods

The research method in terms of paradigm was quantitative, and in terms of ‘analysis, method was practical
and descriptive. Research Instrument was questionnaire. The statistical population consisted of 34386
farmers were. By using the Bartlett's sampling table, 264 people were chosen through a random stratified
sampling method with appropriate attribution to the study. Data analyzed by finmcial-accounting and
descriptive methods using Spss22 software. In the descriptive statistics section, descriptive statistics of
frequency, percentage, mean, standard deviation were'used, and n'the analytical\statistics section, the factor
analysis method was used.

Results \

Exploratory factor analysis was applied in order tayidentify, the factors affecting the development of
investment from the perspective of the investigated farmetssf®MO coefficient and Barlett’s test were used
to determine the appropriateness of.the data for exploratory factor analysis. The value of KMO was equal
to 0.635 and the value of Bartlett’s testywas equal t0\22560.441 (p=0.000). In this analysis, 8 factors with
eigenvalues higher than 1 were extraeted, explaining 71:707% of the total variance of the factors, and the
remaining 28.293% is related to the variables that were not identified in this analysis. In order to isolate the
factors affecting theydevelopmentof investment in the agricultural sector in a clearer way, varimax rotation
has been used. After investigatin&the items (variables) related to each factor and their factor load, given
the nature“of the items of each factor, the factors affecting the development of farmers’ investment in the
agricultural sector were named as follows: 1. Infrastructural factor; 2. Education and information; 3.
Institutional developm}nt in agriculture (effective and appropriate laws and regulations); 4. Economic
conditions, of farmers; 5. Support and credit facilities; 6. Investment security; 7. Price stability; and 8.
Quantity and quality of production factors.

Discussion

Based on the results of the study, the development of infrastructure will lead to increased productivity of
the agricultural sector and create an incentive to attract capital. Giving due attention to the software aspect,
i.e. training, increasing awareness and providing information on agriculture and investment, will lead to an
increased awareness of farmers on farm management and investment. Providing a strategic plan to improve

the level of financial literacy helps people to be productive and also makes it possible to make better



investment decisions. Institutions can facilitate the investment of farmers in productive activities by
forming a motivational structure and providing a suitable platform for productive activities. The instability
of laws and regulations in various sectors, especially for the export of agricultural products, will cause
confusion for investors and insecurity in the market for the sale of manufactured products.

Given its low productivity and having uncontrollable risks, including weather shocks, natural disasters and
the invasion of animals and insects and the spread of diseases, the agriculture sector is less attractive for
investors. Therefore, it requires multiple support tools as well as the use of modern and knowledge-based
agriculture. It is suggested that the investment development funds of the agricultural sector be strengthened
in order to renovate and modernize the agricultural infrastructure. Moreover{the participation of the
operating banks in strengthening the agricultural infrastructure will lead to economie prosperity in the
agricultural sector and rural systems. In order to benefit from the facilitation advan@e of institutions, in
some cases, it is essential that the previous institutions be‘corrected fundamentally with effort and creative
management and change of perspective attitude. Otherwise, It 1s recommende\ that ‘new institutions be
developed. Needless to say, it is of high significance toidevelop specialized organizations, unions and
companies for the production of inputs in order to,meet pre—productiQn heeds in the agricultural sector and
deal with production issues and post-production support (including strengthening processing industries,
storing units), so that the added, value of manufactured praddiets will be increased. In this way, the farmers

are highly motivated and investment is greatly developed.
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