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Abstract

This study examined the impact of credit crunch on the stagnation of the industrial sector
and their relationship. It also investigated the role of good governance in the intensity of
this relationship. For this purpose, the MS-IVAR model was used. The credit crunch index
is calculated based on the maximum available information and its main determinants. The
data set was collected with annual frequency (1996- 2020) from the most recent statistics
published by the Central Bank of the Islamic Republic of Iran and World Bank website.
The results showed that credit crunch had a significant positive effect on the stagnation of
the industrial sector, and there was an intensified relationship between these variables.
However, the influence of the good governance index could significantly reduce the
severity of the credit crunch's effect, as demonstrated through interactive analysis.
Therefore, promoting good governance can be a solution to compensate for the negative
impact of credit crunch on industrial sector stagnation.

Keywords: Credit crunch, Good governance, Industrial sector, MS-IVAR model, Iran
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! Abbasian et al. (2018); Abbasian & Roshani (2020)
2 Dargahi & Hanaei (2020)
3 Rottmann & Wollmershaeuser (2010)
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3 Not everything that counts can be counted (Albert Einstein).
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2 Regulatory Quality (RQ)
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.(Asgharpur, 2020
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I The MSVAR class provides tools to estimate VAR models with changes in regime (Krolzig, 1998)
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Null Hypothesis in ERS Test: Series Has a Unit Root
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