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Abstract
The study aims to analyze the role of monetary policy in addressing
unemployment in the Jordanian economy through its tools and channels of
transmission and the extent of the effectiveness of this role in light of the
exacerbation of the problem of unemployment. This study utilized ARDL
approach and it concluded that there is a long-term equilibrium relationship
between the variables of the study, and the relationship in the long term was
inverse between the independent variables, which are the percentage of
money supply, the increase in the exchange rate of the local currency to the
dollar, and the population growth rate, and between the dependent variable,
the unemployment rate in Jordan, and the relationship was in the long term
The long-term relationship is directly positive between the independent
variable, the growth rate of GDP, and the dependent variable, the
unemployment rate in Jordan. There was no clear significant relationship
between inflation and the unemployment rate in the long term.

The most important recommendation of this study is to direct the tools of
monetary policy to support small and medium enterprises in Jordan to

increase the employment of the unemployed.
Keywords: Unemployment, Monetary Policy, Jordan, (ARDL)
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UNIT ROOT TEST RESULTS TABLE (ADF)

At Level
Y X1 X2 X3 X4 X5 X6
t—
With Constant Statistic -1.4585 1.3916 -4.7548 -6.9135 -5.6477 -3.8108 -4.0334
Prob. 0.5409 0.9985 0.0006 0.0000 0.0001 0.0069 0.0041
t—
With Constant & Trend Statistic -1.1119 -1.9276 -4.7103 -5.5984 -5.5675 -4.5362 -3.0542
Prob. 0.9107 0.6162 0.0037 0.0004 0.0004 0.0055 0.1370
t—
Without Constant & Trend Statistic -0.2595 4.7035 -0.1204 1.4854 -2.7206 -1.8425 -1.2892
Prob. 0.5845 1.0000 0.6330 0.9628 0.0083 0.0630 0.1775
At First Difference
d(y) d(x1) d(x2) d(x3) d(Xd) d(x5) d(X6)
t—
With Constant Statistic -3.7895 -4.2058 -5.1138 -7.1143 -9.0224 -7.8624 -5.3669
Prob. 0.0075 0.0026 0.0003 0.0000 0.0000 0.0000 0.0001
t—
With Constant & Trend Statistic -4.4446 -4.6155 -5.0081 -8.3560 -8.9286 -7.8664 -5.2630
Prob. 0.0071 0.0047 0.0021 0.0000 0.0000 0.0000 0.0010
t—
Without Constant & Trend Statistic -3.8572 -1.2653 -5.2052 -6.8694 -9.0901 -8.0023 -5.4434
Prob. 0.0004 0.1846 0.0000 0.0000 0.0000 0.0000 0.0000
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(Autoregressive Distributed Lag model (ARDL slasall il gadl @3 (S lasy)
L) Lopl) il
P o G SlaBY) b Al Aallae & Gail) Aubad) 50 dalad ) bl Cangd
DA (e Gld g Allad) A L8l Jl & sall 138 Adled saag Ledlim) gy gl
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VAR Lag Order Selection Criteria

Lag LogL LR FPE AlC SC HQ
0 -1573.399 NA 3.20e+37 109.0620 109.4392 109.1801
1 -1363.541 289.4583 1.62e+33 99.00286 102.3975 100.0660
111.7079 4.04e+31 94.10766 100.5198 96.11586
2 -1228.561 * * * * *

* 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

LR: sequential modified LR test statistic lual s ani oMel Jaall ) kil
AIC: Akaike information criterion L=ay FPE: Final prediction error jlaa;
HQ: Hannan-Quinn  Lssy; SC: Schwarz information criterion Laa;

2] Glidase ¥lidl) b agle g lilase ¥oga lilasddl axe ) information criterion
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F-Bounds Test
Test Statistic Value Signif. 1(0) I(1)
F-statistic [ 6.500727 10% 2.33 3.25
k 6 5% 2.63 3.62
2.5% 2.9 3.94
1% 3.27 4.39

Apdal Jalsall gaay Je oyl aBIA 0 Wiy L) 8 bound test agaall lodl
()1 dsandl e giijlie o515 F o lidl dad MUA (e clldg il yuiially Aliiasall ol piciall oy
Sl ABle agmg ) ey 13gh SV aall e 5S) LAY dalas dad culS 136 (V)1 asdly
aall e J8 8 HLEaY) dales dad il o) Lol i) picially Aliusall i) (g o e
Aalra Ao il o) Lol Jyshall Ja¥1 3 eljitie JalS ADle aa gl 43l iay 13 Gl jia]
il Jiide JolSS ADle agag b odlall Nl 138 asaall o o LY
G diie JalS ADle dllia o gt oSlel Jpaadl ) laillyy L il pially Aliil
Al 8 Aayaal) Al byl (g Aladl Jane il jriall -y dalall JaY)
p Uad) o 3gar ymeail) JaWly dashall Ja¥) 8 ClElad) Ay s 23 55l
da¥l b Bl o Capedl) 5y Cun Uadll sl 73 5an Aualaldl s5laall I L Jiw
P A sl e elldy yshall Jal) ciladess Uadll myaial Jalaas el

Dl JaY) bz dsall i (YY) o) Jsaa

Jpaill JaY) lalae

ECM Regression
Variable Coefficient Std. Error t-Statistic Prob.
Y(-1)* -0.812024 0.161964 -5.013618 0.0001
LNXT ** -7.102643 1.518758 -4.676614 0.0001
X * 0.125675 0.049553 2.536165 0.0197
X3(-1) -244.3889 46.87072 -5.214105 0.0000
X4 -0.027737 0.053615 -0.517343 0.6106
X5** 0.165061 0.089573 1.842758 0.0802
X6** -0.222438 0.076115 -2.922393 0.0084
D(X3) -95.49876 84.77249 -1.126530 0.2733
CointEq(-1)* -0.812024 0.096912 -8.379013 0.0000
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Jishall Ja¥1 3 z3paill s (VF) o) Jsan

Jushll Ja¥) cildes
Variable Coefficient Std. Error t-Statistic Prob.
LNX1 -8.746841 0.988523 -8.848391 0.0000
X2 0.154768 0.058753 2.634209 0.0159
X3 -300.9627 29.77983 -10.10626 0.0000
X4 -0.034158 0.053726 -0.635775 0.5321
X5 0.203271 0.078739 2.581582 0.0178
X6 -0.273931 0.062566 -4.378262 0.0003
CointEq(-1)* -0.812024 0.096912 -8.379013 0.0000

t IS 73 saill Aslae LS Liay

Y = -0.812024 CointEq (-1) *-8.7468*LNX1 + 0.1548*X2 -
300.9627*X3 -0.0342*X4 + 0.2033*X5 -0.2739*X6
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12
Series: Residuals
10 Sample 1991 2020
Observations 30
81 Mean -2.27e-14
Median 0.083956
6 | Maximum 1.314828
Minimum -1.674180
Std. Dev. 0.578954
1 ] Skewness -0.569681
Kurtosis 4.301512
2 I
Jarque-Bera  3.740097
ol ! | ! | | !—! Probabilty ~ 0.154116

-15 -1.0 -05 0.0 0.5 1.0 15

Yo VY



oxt (ob) s 7 guhie 3. ASlall (2 Alad! 7 Me (2 dudd) dus b 592
Ll g5 o sl TV ) (g e 701 Al A 31

serial correlation : 24, HLEAL (aldll mll Y

58 A Algdie yaieg dyie) 3y B Jlsde it G ADle dgag ade (e ASA b2a LS
Gl Jlaadll EDlalee e s Y I LUV agms o e b o) gl g8 A
Alad) gisil (bl sl € G TS e il o3 Jany 405 Lk Smie e
Loe Allime (img il ol lily 4R 378 00 eilis <5 Cigne Jllig S laaiV) cDlelad]
LS sl Uas o) IV sl a3 gy Jlaal 2
serial correlation LM test ,Lidl (e ¢llyy ¢Uad¥) G 303 Lals)) asay Hlaal 2y Lag
3 U5y ans¥ diadl (il o Uaall 3 B ang 4 paall G sSs ann
Go S &N L i3 Jals ) A1 Ll €3 %0 (e J) LAY Jlaia) da il
a3 Lalil A1 Lal aa i Dld %0
e o S cilS gl G 00t il Ll aas laaY) Jlas) ded il
ams A gas il Gl iy aael) g b 5 (ges Gl o)lia) 52 %0 dygindl)
clpdal) il a8 G o 15 L

serial correlation sy LAl Galdll =@l (V€)ad) Jsoa

Breusch-Godfrey Serial Correlation LM Test:

F-statistic 0.354317 Prob. F(1,11) 0.7064

Obs*R-squared 1.136323 Prob. Chi-Square(1) 0.5666

Heteroskedasticity Lol culi a8 —Y
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Heteroskedasticity Test: breusch—pagen—godfrey
F-statistic 0.676029 Prob. F(14,12) 0.7213
Obs*R-squared 6.997623 Prob. Chi-Square(14) 0.6374
Scaled explained SS 5.133941 Prob. Chi-Square(14) 0.8225

CUSUM test ~3saill cli jlod) —¢
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