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ABSTRACT

According previews researches Bank system effigienevery country, is a fundamental step towaroneenic
growth. The most important topics in the of growthconvergence. This paper examines the Impalsaok efficiency on
the convergence process across in the range ofd@hpes for the period 2001-2015, giving specttraion to the role
of bank performance as a conditioning factor, ugagel data. First, the Bank system efficiency ulated with SFA
method and after, the Impact of bank efficiencyhi@ convergence process estimated. As a resutieofdnvergence of a
function a of factors such as the accumulation hofsical capital accumulation and bank efficienchem Bank system

efficiency in every country, is a fundamental stepard economic growth and convergence.
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INTRODUCTION

Theories of economic growth of exogenous growthabey come to endogenous growth. At the end, theeiss
convergence in economic growth. However, much rebe@asn't been done on the factors affecting agevee and only
the human capital factor is considered. Less thHapéicent of the main factors of production (lalmapital, land) and
others qualitative factors are considered. Varimymit factors have been tested in the growth liteeaattempting to
explain the Regions’ long-run income level, amohgni, savings—investment ratio, labor or populagoowth, human
capital, R&D expenditure, trade, financial condio institutions, political stability, governmenpending, income
distribution, etc. There is not a clear consensuthe exact number of growth determinants that rhastonsidered when
growth equations are estimated, and most impoytagtbwth determinants are found to influence défaly developing

and developed regions.

This study uses panel data of 30 provinces folydags 2001 to 2015 to examine the effect of bafigieficy on
convergence in Iran. So in this paper seeks to medbe effects different levels of Bank systenicedhcy on the growth

of income per capita among.
Description of the Convergence Model

In 1956, the first Solow absolute convergence modith the proposed technical progress. A simplified

conventional presentation of the convergence agprday using panel data is the following:
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Alny;, =y + blny;; +u;, 1)

In this model, the convergence shown by the peacgngrowth rate of per capita income (i is regind atime)

and the per capita income is lower, the greatevexmence.

Absolute convergence is to return to scale dimnaireg described. Convergence coefficient, a parameteil — e 1),

the convergence rateis
A= —[In(1-Db)]/T. 2
Finally, T is the period over which the growth nEdome per capita is measured.

Now you can add other factors affecting the ecoeagnowth model 1 and model of conditional convergeis

achieved, the of conditional convergence is ag¥git
Alny;, =y + blny;,_, + cilnX{t + Ui )

The difference between absolute convergence amnditcmmal convergence of factors leading to incregseturns

to scale and the impact areas difference on ecangroivth are.
Efficiency
First, Farrell (1957) raised efficiency. Efficienisycalculated in two ways:
e The SFA (introduced in 1997).
* Linear programming DEA (introduced in 1978).
There are two definitions for performance:
» The ratio of current output to potential output
» The ratio of production to production factors.

To calculate the efficiency, we should comparepgbtential output of firm with the amount of the watt output.

Production Function indicates the maximum outputegbgnized inputs.
Efficiency Method

The most common methods for extracting frontierdpiction function to calculate the efficiency is g@aetric
method (SFA) and nonparametric method (DEA). Theroon features of these methods is that in both odstlihe
standard output (potential) yield of the unitshie different times and then achieved the highegiutdor certain inputs .
In these methods alone cannot achieve the effigiefia unit in a given time. But they must be examdl in different
periods and the performance of a single functioarasfficient product and was dealing with timeieedata or compare
the Efficiency of units and the best Efficiency v of the most efficient production units andldeéh cross-sectional

data and in more secure conditions compare théestushits during different periods and dealt wittnsolidated data.

The calculated efficiency of these methods is atirad efficiency because it is a comparative cosiolu method
and the efficiency will be varied by changing thember of observations. The more scope of obsengtithe more

reliable the efficiency indicators.
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The concept is microeconomic efficiency is Stodledstontier Analysis method basic. In this way, fieduction
function is estimated according to the assumptamssidered and then the efficiency of its unit isasured according to

the production function.

In ordinary least squares method to estimate theplaline passes through the points. While the Sir&,going
from the highest point. This method is achievedcbptinuous frontier production function. Conventbrconometric
methods to estimate the production function metlsodhaximum likelihood (ML). Because Production ftions are

mainly linear and nonlinear functions are retaiimethe maximum likelihood method compatibility
Inputs and outputs of the bank

The nature of the inputs and outputs of each ecananit including bank depends on how define exatehs
and economic unit. By changing our definition of thank, the bank will also change the nature ofripats and outputs.
In view of manufacturing and services to banks,kisaare like service firms. Bank services are sichading deposits

and providing the output of the bank and bank ehfsicility, bank input.

We consider the bank as an intermediary firm. Beplut is amount of deposits, labor and capital (hemof

branches), and granted facilities are bank outputs.
Bank Efficiency Measurement Model

For the analysis of stochastic frontier model hasrbstated that the second model that we use is atvanced.
The second model for the formulation of frontieoghuction is the technical effect model introducgdBetties and collie

in 1995 as following:

Y =X B8+V,-U,)
1,...N
1,..T

i
t

Where v is the random confusion component, u iffigiency values vector, Y is the entity productctar, X is
production inputs vector, and B is parameter vecidre function form used in the study is a genéoain of Cobb

Douglas Model
Y =B+ BX + B X, + BXs +V, — U, (5)

where vy is the logarithm for the total bank fa@lt ,X;, is the logarithm for number of branches jsXthe
logarithm for the number of employees working iclebank ,%,is the logarithm for the total deposits of eachkbaV; is
the model confusion component ; ¥ the inefficiency component of the ith bank dgrithe time ,t (t=1,2,3,4 and |

=1,2,...,17) as its negative coefficient indicatest #ny incur as in inefficiency will decrease béagilities.

With confidence interval 95% confidence level, #anpling results can be generalized population. rékalts

were as follows:
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Tablel. The Result the Estimation of the Bank’s Falities
Function Parameters via Stochastic Frontier Method

Variable Parameter | Coefficient | Standard Deviation | Statistic t
Fixed J2x 4.19 2.01 2.08
The number of branches(X) B 0.33 0.18 2.36
Labor number( X, ) B, 0.23 0.12 2.88
The amount of deposits(X;) B5; 0.52 0.33 4.01

Source: research findings
As illustrated table 2, the model is significantlahe estimate parameters are reliable.

Table 2: Variable Parameters

Variable Estimate Coefficient | Standard Deviation
Sigma - squared (o) 8.12 4.80
gama(y) 0.89 0.12
LRtest 8043 | e

Source: Reskdindings
Estimating and Analyzing the Results

In order to prevent false regression variablesabdlty is checked. The combination unit root telsys Kovah
(1994) was based on the studies by Levin and 992} Levin, Lin and Chu (2002), was developed. Uit tests have

been combined.

Levin and Lin (1992) and Dickey Fuller unit roostare as follows. The reliability of research tesuary based

on Levin and Lin is the following table:

Table 3: Results of the Variables Reliability Test

Variable Ii_e(;}l\ilaftl)?li?; Test Statistics | 'Probability Result
Logarithm of economic growth 1(0) 8.85- 0.000 Leigbtable
Logarithm of population 1(0) 9.24- 0.000 Level talsle
Logarithm of efficiency rate 1(0) 7.34- 0.000 Levelstable
Logarithm of the ratio of investment 1(0) 9.86- 000 Level is stable

*Source: Calculations researcher

As can be seen in all variables (without different@king) are stable. So without fear of forgery barestimated
using a regression Logarithm of variables, whichticwe to be addressed. The panel model with feféetts estimate and
then does the test redundant fixed effects. Thdteeshowed that in all cases the null hypothdsas the individual effects

of waste being rejected. And panel data modelgstimated.

Table 4: Hausman Test

Effect Test | Chi-sq.statistic | Chi-sq.d.f
Cross-section Randofn  0.0002 4
Sourpesearch findings

Prob
0.96

After the F test to the conclusion that the modialred effects And Hausman test showed that thetieguar the

equation must consider the effects of random sestice. the fixed effects estimated 30 provinces.
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Alny;, = y; + 0/085In(ef ficiency) + 0/207 In(s,) + 0/01 In(population) — 0/062iny; ;,

Since the index of all variables other than the cdtpopulation growth in the five per cent levékignificance is
meaningful, significant variables is interpretedf@fws: (Note that 87% of the variability is egohed by the regression

line.)

If the ratio of investment to GDP averaged oneqestt rise, the average five-year growth, per capgame will

rise 0.207 percent.

If Bank system efficiency of one per cent rise, #werage five-year growth, per capita income wikr0.085

percent.
If population of one per cent raise, the average five-year droper capita income will rise 0.01 percent.

«If the growth rate of per capita income in thet [asyears an average of one per cent rise, avgrageapita

income of 0.062 percent five-year growth reduced.
Convergence factorlfy; ) is significant because it is defined by the cadfit for the model (179 pace of
convergencel is calculated in this model is 0.01&8a result, this model is converging.

CONCLUSIONS AND RECOMMENDATIONS

In this study, the per capita income convergenoegss in a series of 30 provinces for the periddl 22015, with
particular attention to the role of Bank systemicéghcy Calculate. The main results of the proceSgonvergence

achieved by the following aspects as clear.

It seems that convergence is a function of facsach as population, physical capital accumulatf@tording to
the theory predicts investment growth has a direlettionship, and is statistically significant. Bleefindings are common

in most empirical studies in the literature growth.

* In estimate, it has been confirmed that by incregashe share capital increase in GDP growth. Téilects the

increasing momentum.

The different levels of population for differevariables and control the economy of the provircenaking the

difference between stable states.
The following suggestions are offered for futataedies:
* Rise facilities & Bank system efficiency
* Investin each province of the country in industrighere comparative advantage is based on research.
» High-tech and high-tech-support in less developedipces2. The increase in

With regard to the impact on the growth of baffificency can impact the overall efficiency of tfi@eancial

sector to economic growth and convergence invdstiga
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