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The Impact of International Monetary Fund (IMF) Programs and Policies
on Economic Growth

(Jordan as a Case Study)
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Dr. Torki M. Al-Fawwaz

ABSTRACT

The main objective of this study is to examine the impact of IMF programs and
policies adopted by the Jordanian Government on the economic growth.

The study uses the Vector Error Correction Model (VECM) to test the impact of
IMF programs ( repersnted by Public Dept , and a dummy variable to represent the
implementation of the IMF programs) on the economic growth.

The study uses data during the period 1980-2016 . After testing the data for
unit-root and cointegration , the results show that there is a significant short — long term
positive effect of IMF programs on the Jordanian economic growth .However , the time-
varying variable is not significant.

Finally, the study recommends a revision of Implementing the IMF programs and
adopting a national plans.
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Lagrange multipliers statistics

Serial Correlation Test Normality test Heteroskedasticity Test
Prob. F-statistic Prob. Jarque-bera Prob. F-statistic
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Vector Error Correction Estimates
Sample (adjusted): 1982 2016
Included observations: 35 after adjustments

Standard errorsin () & t-statistics in [ ]

Cointegrating Eq: CointEql]
LN_GDP(-1) 1.00
0.31
LN_LOANS(-1) (0.03)
[12.10]*%
0.03
DUMMY(-1) (0.07)
[0.45]
g 6.63
Error Correction; D(LN_GDP) D(LN_LOANS) D(DUMMY)
CointEql -0.04 1.70 -0.49
(0.04) (0.44) (0.34)
[-1.07] [ 3.85] [-1.44]
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o oSl o9 ) pith S ud 6B Wl O Y] (3) 03) Jgaad] & diehl SLasY) g3l oo JamWy
BN § (%3.7Y) dieus Lg o3l 1950 @0 Wil3dly 3T 03 (%-.+¥) o= dsld 85a § 0,50 &b 3)
BN § s (30 (%3 + +) s s Jloz ¥l oxb! LIl Jiexl] goLadY) gaidl O o & o8 il
gl i) duws Lol .8 1=l BRA1 § (%AV.+0) ] e i a8l Bl 0 1us 03 (oY
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Variance Decomposition of LN_GDP:

Period S.E. LN_GDP LN_LOANS DUMMY
1 0.04 100.00 0.00 0.00
2 0.06 99.56 0.01 0.41
3 0.08 99.30 0.08 0.60
4 0.10 99.04 0.17 0.78
5 0.12 98.77 0.29 0.93
6 0.13 98.47 0.43 1.09
7 0.14 98.15 0.59 1.24
8 0.16 97.81 0.78 1.40
9 0.17 97.44 0.99 1.56
10 0.18 97.05 1.21 1.72
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