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Real Sector

GDPgy = RPC + RGC + RI + Rex-Rim (1)
RDI = GDPy — Riax (2)
RPC= Cy e RDI+ Cis RWR + Ci4 RPC| - - (3)
RGC =c¢q; + ¢33 GDPyy + ey RTGR + ¢y RGC+ (4)
RIi=c¢3;+¢aa RIR + ¢33 + RWR + ¢34 GDPgy + €35 RK., (5)
Rtax = Cq1 + Cq2 GDP94 + Cq3 RI (6)
Rim = ¢s5; + Csp GDP94 + ngRI + Csq le ~t (7)
Money Sector '

Md= ¢4 + cg GDPo4 + o3 Def o4 + 64 RIR : (8)
Md=MS 9)

| - gllyalt allill g 3lyaltily
Sy sl e Jad () 30 3 (0) 3 (D) 5 (N Dl p S5 S
GDP94 = (C” +C2 RDI + Cis RWR + C1y RPC_I) + (021 + Cyp GDP94 + Cy3 RTGR

+ ¢y RGC-y ) + (c3; +enp RIR + ¢33+ RWR + ¢34 GDPgq + 35 RK.,)
+ [RGX - (051 + Csz GDP94 + 053RI +Csy Rim -1 ) ] (10)

= (V) Bl o Juad (V0) G () Wolee e il
GDPyy = [ +¢12 (GDPoq - (Ca1 + C4p GDPoq + cgg RI) ) + €13 RWR + 044 RPC.]
(R GDPy4 + ¢33 RTGR + ¢34 RGC-; )+ (c3; + ¢ RIR + ¢33+ RWR +
C3q GDPoy + C35 RK.1 ) + [Rex —~ (051 + ¢s52 GDPoq + C53(031 + €32 RIR + ¢33 +
RWR + ¢34 GDPyq + ¢35 RK.y) + ¢54 Rim ) ] (1)
~ (1Y) ol Jo Juaft (Riax) 5 (RY) 2o o2 gm0 i
GDPys= ey +e12 (GDPyy - Rtax) +¢;3 RWR +¢)4 RPC, ]+ (cy1 + €3 GDPoy +
¢y3 RTGR + ¢4 RGC-y Y+ (¢3y + ¢z RIR + ¢33 + RWR + ¢34 GDPyq + ¢35 RK.;)
+ [Rex — (¢s) + €52 GDPy4 + cs3RI + cs4 Rim 4 ) ] (12)
~ e Jad (VY) Dolan (3 5 g ey Jdv
(1-Bg ) GDPyq =B, + B,RWR + B3 RK,; - By Imp., + Bs RIR (13)

B=C 2-C1aCs2+HCantCaq - Csa¥ (-C12C33 = C53)/Cos T C62C42/Ces
B,=Cy-C12C31+CaHCq T REX-C51F (-€12€33 - €53) Ca

Bjy= (-c12€33 - C53)C54Cs4

B4= csq

Bs= (~C|2C33 - C53)CazHCa2
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— i e et (OF) Bl @ (V1) o I (RIR) And gV
(1-By ) GDPyy =B, + B;RWR + B3 RK.; ~ B4 Imp. + Bs Cles [ Md-
(co1+c62GDPystcgDefos)] (15)
e et (GDPOA) 2y (1) s J4 VA
(l -Bg 062) GDPyy =B —ca1t BzRWR + By RK.y ~ By Imp.— cexDefoy
+Bs Ces Md (16)
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Openness and Economic Growth: Case of Jordan

Abstract

Hindawi, Mohammed Sameer. Openness and Economic Growth:
Case of Jordan. Master of Economics Thesis, Department of
Economics, Yarmouk University, (Supervisor:Dr. Hussain A. Al-Talafha)

Jordan was one of many countries whose aim was to benefit from
the gains of openness an Economic Integration.

The aim of this study is to investigate the effect of openness on

both growth and the effectiveness of monetary and fiscal policy. It
attempts to shed some light the debate on the relationship between
openness and growth through  analyzing the effect of openness on
Investment as a channel of economic growth.
The importance of this study arise from the huge debate among
researchers about the relationship between openness and growth specially
for the case of Jordan in the sense that Jordan is following an open policy
after adapting the adjustment program.

A Macro-econometric - model was constructed to obtain the
monetary and fiscal policy multipliers. The method of two stage least
squares (2SL.S) was used to estimate model parameters, both the
monetary and fiscal policy multipliers were smaller in the case of open
economy, which means that monetary and fiscal policy are less effective,
and the income generated by a fiscal expansion well be less in the case of
an open economy.

A growth model was estimated where openness, fiscal and

monetary measures are included. The relationship between growth and
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openness was ambiguous, and the relationship between growth and Both
inflation and budget deficit was negative.

The relationship between openness and investment was positive
through the inflow of foreign direct investment (FDI).

Clearly the openness have a positive effect on growth through the
(FDI) flows, on the anther hand, it has a negative effect through it’s
indirect effects on the balance of payments.

The study recommends that Jordan should go forward on its open

policy in order to benefit from the international competitive market.

Key words: Growth, Openness, Fiscal policy, Monetary Policy,

Investment, Macro-Econometric Modeling, Jordan
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