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Measuring the Relative Importance of Fiscal and Monetary
Policy in Stimulating Economic Growth in Yemen: An
Econometrics Study Using Co-integration Approach

Abstract:

The study attempted to analyze and evaluate the performance of monetary
and fiscal policy for the period 2000- 2014 and its effectiveness in increasing
economic growth using the descriptive analytical and econometrics approach.
The study also attempted to measure the relative importance of fiscal and
monetary policies and their relationship to economic growth using theco-
integration method and the error correction model, which allows measuring
the relative importance of fiscal and monetary policy and its relation to
economic activity. Analysis of fiscal and monetary indicators showed that
there were imbalances and distortions in financial and monetary performance
that contributed to the weak effectiveness of fiscal and monetary policy in
achieving economic stability and stimulating economic growth.

Keywords: co-integration method, fiscal policy, monetary policy, economic
growth, error correction model.
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VAR Lag Order Selection Criteria
Endogenous variables: LOGGDP LOGG LOGM1
Exogenous variables: C
Date: 08/30/18 Time: 12:59
Sample: 2000-2015

Included observations: 13

HQ SC AIC FPE LR LoglL Lag
-3.942590  -3.785420  -3.915793  4.00e-06 NA 28.45265 0
-5.267808  -4.639126  -5.160618  1.23e-06  23.66496 45.54402 1
-5.975027  -4.874834  -5.787445 9.01e-07 12.06865 58.61839 2
-11.00363* -9.431922* -10.73565* 1.95e-08* 18.99847* 99.78173 3

*indicates lag order selected by the criterion.
LR: sequential modified LR test statistic (each test at 5% level).
FPE: Final prediction error.
AIC. Akaike information criterion.
SC. Schwarz information criterion.
HQ: Hannan-Quinn information criterion
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