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Abstract:

The basic aim of this paper is to identify the effectiveness of credit banking Expansion on the
value added of manufacturing industry sector. For empirical test ,we used vector
autoregressive model that shows how different shocks affect on industry growth in the
specific period and how can it explain the volatility of value added growth rate in industry
sector .By using the method of variance decomposition, the findings Based on impulse
response function indicates that economic growth in manufacturing industry sector much is
dependent to credit banking which allocated to this sector. In addition, inflation and the
number of employee as other variables of model have same effects on industrial growth rate
but lesser than credit Expansion in banking system. The result of variance decomposition
analysis show that banking system credit allocation to industry sector is important factor that
influences growth of product and explain the volatility of variation in short and long term. The
most volatility is originated from inflation and level of industrial employee in short term,but
in long term the outcomes is opposite.
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