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(1) Raymond W. Goldsmith, Financial Structure and Development,
In Wai, U. Tun edited "Economic Essays on Developing
Countries”. Washington, D.,C. September 1979.
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Title: The Role of Money Supply and Credit in the Jordanian Economy .

Author: Ahmed Ibrahim Malawi Abudel-Hadi

Abstract:-

Money supply 1is regarded by some economists as an
important production factof together with the other two
factors, labor and capital. According to the Wealth View (WV)
money supply constitutes an important part of the society’s
wealth. This study basically aims at testing the postulates
of this View in the Jordanian economy for the period (1968-
1986).

Because of the difficulty of distributing the money
supply by sectors, a proxy variable is used, it is the credit
offered by the financial and Banking structure to different
sectors.

The results were consistent with the postulates of the
Wealth View, where it has been shown that the marginal
products of the three factors of production were ‘positive;
an 1increase in the quantity of any factor 1leads to an
increase in the real gross national product in Jordan.

It has been shown also that the average marginal product
of one Jordanian Dinar (JD) which was offered as a credit to
industrial sector was (1.62) JD, while it was (1.55) JD in
the agricultural sector, on the other hand, this average was _
(0.64) JD and (0.17) JD 1in both the services and
constructions sectors respectively.

The shares of the industrial and agricultural sectors
from the gross credit were low compared with the shares of
the other two sectors in the economy, in spite of the high
marginal product of the first two. During the study period
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the average share of both the industrial and agricultural
shares were (14.7%), (7.7%) respectively,while the average
share was (0.54%), (23.6%) in the services and constructions
sectors respectively. This is due to the lack of guarantees
and collaterals in the first two sectors. The risk factor
is available in the agricultural sector, while the industrial
sector needs long-term loans anddetailed feasibility studies
prior to establishment.

Finally the Study is Concluded by some recommendations
such as; the expansion of the banking system and the
improvement of its quality services in Jordan, increasing the
credit facilities offered to industrial and agricultural
sectors . and the government is expected to act as a guarantor
for the credit offered to both the agricultural and

industrial sectors.
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