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ABSTRACT

Achieving economic growth is among the most crucial economic objectives for countries, as
consistently emphasized in Iran's development plans. In economic literature, one significant factor
influencing economic growth is banking credit, which foster growth by creating investment
opportunities. Given that access to suitable financial resources is a key driver for the growth and
expansion of knowledge-based companies in the economy, the present study, drawing on available
statistics, examines the impact of credit granted by government-owned and private banks to
knowledge-based companies on Iran's economic growth. Using quarterly time series data of Gross
Domestic Product (GDP), the volume of credit granted by government-owned and private banks to
knowledge-based companies, bank deposit balances, and gross capital formation during the period
2020-2024, the study employs an Autoregressive Distributed Lag (ARDL) model. The results indicate
that banking credit granted to knowledge-based companies have a positive and significant effect on
economic growth. Furthermore, the impact of credit provided by government-owned banks is
substantially stronger than that of private banks. Overall, other variables, including the ratio of bank
deposits to GDP and the capital stock to GDP ratio, also exhibit positive and significant effects on
economic growth.
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1. Introduction

2. Methodology

Achieving economic growth has consistently been
emphasized as a central objective in Iran’s development
plans. In the economic literature, banking credit is
regarded as one of the most important factors influencing
economic growth by facilitating investment opportunities
and capital accumulation. Given that access to appropriate
financial resources is a key determinant of the growth and
expansion of knowledge-based companies, the present
study examines the impact of banking credit granted to
knowledge-based companies on Iran’s economic growth.
Considering  the  structural  differences  between
government-owned and private banks, the study explicitly
distinguishes between these two types of banking
institutions.
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This study employs a descriptive—analytical and ex-post
facto research design. Quarterly time-series data for the
period 2020-2024 are used. Economic growth is measured
by the logarithm of real Gross Domestic Product (LGDP).
The explanatory variables include the ratio of credit
granted by government-owned banks to knowledge-based
companies to GDP (GBC), the corresponding ratio for
private banks (PBC), the ratio of total banking system
deposits to GDP (BD), and the ratio of gross fixed capital
formation to GDP (K).

Given the dynamic structure of the model and the
different integration orders of the variables, the
Autoregressive Distributed Lag (ARDL) approach is
applied. Unit root test results indicate that the variables are
integrated of order 1(0) and I(1), and none is integrated of
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order I(2), which satisfies the necessary condition for
applying the ARDL bounds testing approach. Accordingly,
the existence of a long-run relationship among the
variables is examined using the ARDL bounds testing
procedure.

3. Findings

The results of the bounds test indicate the existence of a
long-run equilibrium relationship between real GDP and
the explanatory variables. The short-run and long-run
estimates obtained from the ARDL model show that
banking credit granted to knowledge-based companies has
a positive and statistically significant effect on Iran’s
economic growth.

Both government-owned and private bank credits exert a
positive influence on economic growth; however, the
magnitude of the effect differs between the two. The
estimated coefficient for credit granted by government-
owned banks is substantially larger than that of private
banks, indicating that the growth impact of government-
owned bank credit is stronger. In addition, gross fixed
capital formation and total bank deposits are found to have
positive and significant effects on economic growth,
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confirming the role of capital accumulation and banking
system resources in supporting economic activity.

4. Conclusion

The findings of this study confirm that banking credit
allocated to knowledge-based companies contributes
positively and significantly to economic growth in Iran.
Moreover, the results demonstrate that the effect of credit
granted by government-owned banks is stronger than that
of private banks. These results highlight the importance of
distinguishing between bank ownership structures when
analyzing the growth effects of banking credit and
underscore the role of directed bank financing to
knowledge-based companies in promoting economic
growth.
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Table 1. Results of the generalized Dickey-Fuller (ADF)
unit root test at the level of variables
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Table 2. Results of the ADF Test at the 5% significance

level of the “First-order Difference of Variables”
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Table 7. Results of model detection tests
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Table 4. Critical values of the Dolado and Master
statistics
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Table 8. Results of ARDL (1,1,1,0,1) model estimation

Variables Coefficient Std. Error t-Statistic Prob
(ALGDP(-1)) -7.2832 1.7241 -4.2224 0.050
K 2688 .08745 3.0744 0.092
K(-1) 0.5837 .01508 3.8700 0.061
PBC 22218 0.48360 4.5944 0.044
PBC(-1) 3.3826 0.70583 47923 0.041
GBC 15.9077 3.3652 47272 0.042
BD -0.15045 0.03754 -4.0070 0.057
BD(-1) 0.33756 0.078090 43225 0.070
Constant 12.4252 2.58504 4.8066 0.041

Rebar g 0:99482 Akaike info criterion  47.7796

SE.of 0.96889 Sch\{varz criterion 44.624

. 0.006707 Durbin-Watson stat 2.1507

regression
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Table 9. Results of the long-run model estimation using

the ARDL approach
Variables Coefficient  Std. Error  t-statistic Prob
K 0.1029 .0141 7.2836 018
PBC 0.67660 0.02061 32.817 0.001
GBC 1.1182 0.08209 13.620 0.005
BD 0.02258 0.00267 8.4416 0.014
C 1.506 0.00754 198.9 0.000

g leadl iae
Source: Research findings
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Figure 1. Results of stability of coefficients (CUSUM)
(Source: Research findings)
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