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The Balance of Payments Constrained Economic

Growth Model: The Case of Jordan (1980-2000)

Abstract

In this research, the balance of payments constrained growth model
has been tested, through an estimation of the relationship between the
economic growth and the components of the balance of payments using
the Harrod Multiplier Model, which only takes into account the average
growth in exports as a factor in the economic growth. Also Thirwall
model has been used in order to test the impact of both capital flows and
relative prices changes in plus to the growth in exports on economic
growth. The paper also used Atesoglu, Sonmez model in order to estimate
the directions of the relationship between the components of the balance
of payments and the average economic growth utilizing the ordinary least
sequare method.

However the study reveals, that there is an important role for the
demand side in determining the economic growth rate in Jordan in
relative to the balance of payments. At the same time, it has reached the
conclusion that the growth in exports plays an important role in
supporting the economic growth during the period of the study in spite of,
the turmoil in both the political and economic arenas. The paper also
shows that there is a positive impact of relative prices changes on the
economic growth performance. While, capital flows shows a negative

impact on the economic growth performance.



