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The relation between the financial policy and the economic development is
considered as one of the subjects that was paid a great deal of attention by
the economic and financial studies, and took different forms and dimensions
as the subject is dealt with. In this research many financial indicators were
used to study and analyze the relation between the financial policy and
development, and the extent of effect between the two variables. The
common feature of most of the studies that the research depended on refers
the fact that this relation can extend from financial policy to development,
and visa versa. The matter which gives the chance to causal relations
between financial policy and economic development to appear. The study
hypothesizes. That the economic development attraction of financial policy
gives a strong likelihood for multiplicity of causal relation between the first
and the second, in addition to the difference of the effect from one country
to another. The researcher has found that the increase of total returns in
Saudi Arabian economy with a percentage of 1% causes to increase the
governmental spending with a percentage of 0.0005 to a thousand, while the
reduction of economic development rate with a percentage of 1% causes to
reduce the governmental spending with a percentage of 0.27%. And the
reduction in the deficit with a percentage of 1% causes the increase of
governmental spending with a percentage of 17.41%. As for Jordan, there is
a causal relation between the total returns and governmental spending,
which means that the increase of total returns causes the increase of
governmental spending, in addition, the total returns depend mainly on
governmental returns, and the increase of governmental spending on (health
care and improving population's life) can activate the rates of development
in the total economy. The researcher proposes that Saudi Arabia needs to
treat the defect resulting from depending on earnings income resources in
funding the public spending, and the necessity of researching and balancing
income resources resulting from taxes earnings and financial funding. As for
Jordan, we propose to direct towards financial and taxes reformation,
variability of taxes income resources, treating deficiency in the regulations
concerning taxes avoidance as an attempt to increase the financial outcome
of the state accompanied by achieving economic and social aims of financial
and taxes policies.
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(1-1-3) Jgaa
L) (b ) 2 A IR
Pairwise Granger Causality Tests
Date: 06/05/06 Time: 21:50
Sample: 1970 2003

Lags: 4

Null Hypothesis: Obs F-Statistic Probability

GDP does not Granger Cause R 25 2.16287 0.11991

R does not Granger Cause GDP 0.78049 0.55409

GE does not Granger Cause R 25 1.23569 0.33520

R does not Granger Cause GCE 0.98059 0.44568

D does not Granger Cause R 25 3.67578* 0.02627

R does not Granger Cause D 7.25254* 0.00157

GE does not Granger Cause GDP 30 0.13119 0.96925

GDP does not Granger Cause GE 2.51227 0.07246

D does not Granger Cause GDP 30 0.19166 0.94006

GDP does not Granger Cause D 3.75293* 0.01867

D does not Granger Cause GE 30 1.34131 0.28770

GE does not Granger Cause D 0.91061 0.47589

o A gunall F A5 e ey g ¢ aadl s S ) Y1 o Folial il < yedkal LS
pardl dpm i = ol Adlsal) e ST gl F oo gl @ pelal ddsaall F
O e Gaall s SISl Y1 G A s ABe i ) (g edbad) A i) s
) jelal LS JISH 21 Y1 8 s oy sl s Gaal) b o IS 31 y)
Jaad) 8y o  Jaa) sl gl 8 @l ) of
olaal) ) Jan sc'q}q.'d\ Gl e om Granger J Al GlESall pasd ey
Ay (g AL g e pitall (s AaS ol AL ) i 238 Y 5 i GBMe Sga g axe
a0b (2-1-3) Jsaadl QLEaY) &l @ elal (VAR I dsiall 131 HLEay) aladii)
ainall juriall Hlas Aabeay Jgaall B 2see JS T sae] JS5 e daia oo ¥ alaxe
) Tl Calatl 5y aat Cllaty VAR LR 1 aY 5 cdgaad) e g e sall
2Ty Coges Al ST il ) Jeasill Jal cas RN 138 Lealadin) A
bl apaa g Aliall Calaall 5 5% aaal Schwarz Jlaal g e 2l caladl) 5y
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el JLEAY) 8 I Alilaal) &880 85 ol ikelihood s AIC Dlme A (e g3ga
(8.386008) _ltie: ci¥alaall (s 4l Aad il (3ia o3 AIC il e

(2-1-3) Jsad)
Lagead) & AN jlaady) Las)
Date: 06/05/06 Time: 21:54
Sample(adjusted): 1974 2003
Included observations: 25
Excluded observations: 5 after adjusting endpoints
Standard errors & t-statistics in parentheses

REVENUE GDP GE DEFICIT
REVENUE(-1) -0.187175 -0.001070 -0.000135  0.276786
(0.36057)  (0.00124)  (0.00034)  (0.31526)
(-0.51911) (-0.86604) (-0.40058)  (0.87797)
REVENUE(-2) -0.576241  7.00E-05  0.000525  0.295811
(0.41261)  (0.00141)  (0.00039)  (0.36075)
(-1.39659)  (0.04946)  (1.35683)  (0.81999)
REVENUE(-3) 1.605045  0.001487 -0.000282  0.836008
(0.45624)  (0.00156)  (0.00043)  (0.39890)
(3.51801)  (0.95073) (-0.66067) (2.09579)
REVENUE(-4) -0.041989  -0.000915 -0.000310  -1.284023
(0.59229)  (0.00203)  (0.00055)  (0.51785)
(-0.07089)  (-0.45072) (-0.55847) (-2.47951)
GDP(-1) 2584359 0932931  0.155323  256.3439
(153.319)  (0.52556)  (0.14365)  (134.050)
(0.16856)  (1.77511)  (1.08126)  (1.91229)
GDP(-2) 232.4745 -0.046079  -0.276044  67.26726
(182.466)  (0.62548)  (0.17096)  (159.534)
(1.27407)  (-0.07367)  (-1.61469)  (0.42165)
GDP(-3) 2458821  0.214796  0.194113  -186.6298
(236.985)  (0.81236)  (0.22204)  (207.202)
(-1.03755)  (0.26441)  (0.87423)  (-0.90072)
29
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GDP(-4) 14.00781 -0.176120 0.018565  159.0610
(186.730)  (0.64009)  (0.17495)  (163.263)

(0.07502) (-0.27515)  (0.10611)  (0.97427)

GE(-1) 350.0010  0.969232 0.920936  -544.4524
(416.107)  (1.42638)  (0.38986)  (363.813)

(0.84113)  (0.67951)  (2.36220)  (-1.49652)

GE(-2) -741.1937 -1.950618  -0.720101  -470.0298
(499.357)  (1.71175)  (0.46786)  (436.601)

(-1.48430) (-1.13954)  (-1.53913)  (-1.07657)

GE(-3) 200.8069  0.785289 0.334128  373.8170
(482.846)  (1.65516)  (0.45239)  (422.165)

(0.41588)  (0.47445)  (0.73858)  (0.88548)

GE(-4) 2.048581 -0.136658  -0.152919  -433.1373
(405.834)  (1.39116)  (0.38024)  (354.831)

(0.00505) (-0.09823)  (-0.40217)  (-1.22069)

DEFICIT (-1) 0.402147  0.000537 3.07E-05  -0.485754
(0.20905)  (0.00072)  (0.00020)  (0.18277)

(1.92373)  (0.74955)  (0.15688)  (-2.65767)

DEFICIT (-2) 0.035823  0.000480 0.000103  -0.557294
(0.19540)  (0.00067)  (0.00018)  (0.17084)

(0.18333)  (0.71709)  (0.56465)  (-3.26204)

DEFICIT (-3) 0.403964  0.000447 8.72E-05  -0.353152
(0.19970)  (0.00068)  (0.00019)  (0.17461)

(2.02280)  (0.65310)  (0.46584)  (-2.02255)

DEFICIT (-4) -0.220192  -0.000316 5.62E-05  -0.667690
(0.18662)  (0.00064)  (0.00017)  (0.16317)

(-1.17988) (-0.49416)  (0.32148)  (-4.09202)

C 27214.24  135.4837 59.46864  -45267.92
(39708.5)  (136.117)  (37.2041)  (34718.2)
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(0.68535)  (0.99535) (1.59844)  (-1.30387)
R-squared 0.986741  0.972548  0.972987 0.885891
Adj. R-squared 0.960224 0917643  0.918961 0.657673
Sum sqg. Resids 1.88E+09  22053.00  1647.489 1.43E+09
S.E. equation 15316.46  52.50358  14.35047 13391.59
F-statistic 37.21129  17.71334  18.00950 3.881777
Log likelihood -262.1476  -120.2526 -87.82511  -258.7901
Akaike AIC 22.33181  10.98021  8.386008 22.06321
Schwarz SC 23.16065 11.80904  9.214844 22.89204
Mean dependent 84773.08 4343856  119.0616  -11723.00
S.D. dependent 76797.76  182.9524  50.41014 22888.20
Determinant Residual Covariance 1.60E+19
Log Likelihood -694.6008
Akaike Information Criteria 61.00807
Schwarz Criteria 64.32341
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e el A sina s o S Calaall 8 e el Uil A gine s ol Cpa
33 (A s LAY Ol siall L ae 9] Ay U ) Y B3l ) ()l ecalaladl)
s A Ay 35 O 3 SN Caladll vie 940.0005 Ay o sSall Gl
@352 %1 (Hea¥) Haall @l (aliail o) s (e s Sall glasyl sl
5 %1 Dlsar Jaall Gl O e (B 690,27 sy (oa Sl Bl aliss)
C_A_J\u;_\m.u&_f\j)@ JP}.\‘JJJUAU.\.\JJSS} 9%17.41 J\AEAJGAJS;J\ oyl saly )
G 3 i e el mlll of ey ¢ oasSall GLEYT s SaaYl sl
JJJ}‘;LAAY\ ‘_AMS\ C..\Lﬁ\@).}ﬁy GA}SAJ\ du.v\ﬂ u\ L5‘ u.uS:d\ u.u.deAJS;j\
AV u\ ;u;j M._ﬂns.x]\ u\a\)_a‘)(\ LsJ‘: \)_\.\S \ALA.K:\ MJ}:..J\ g_a\A\)_a\ U}S (GEEEVE
e ATl Al g (e o2 Al g 00l e paaill i yaa 3 gl
s mal) JSall 3 LS (pand A e gy yacall ) ) e Agladill i)y
o sk
u.mf}“ CJ}AJ\ oaadi 2

JJ\}.AS\ \}J}b‘)d_\.\udw\um.u‘rmw\)_\cd}.ﬂ\wud‘)y‘du
iy Y1 of LaS dialay Alaiall J a5 cdalig sy sbaall Jall 1) Luls Zalady|

31 daalad) sl A0 - Abitacal) cilad jal) S e



dﬁﬁb\ﬁ’u@.d‘gﬁiwmi,d

w52l s ASU ALY (5 g e Lppasill s Arndlil) 45 e o ISy Lo 3 ) 5all i

(1-2-3) dsaall e
(1-2-3) g
LY (B a8 A LGS

Pairwise Granger Causality Tests

Date: 12/05/05 Time: 21:07

Sample: 1970 2001

Lags: 4
Null Hypothesis: Obs  F-Statistic Probability
GDP does not Granger Cause GE 28 2.20734 0.10690
GE does not Granger Cause GDP 1.35707 0.28581
R does not Granger Cause GE 28 4.74604 0.00797
GE does not Granger Cause R 1.21467 0.33734
D 2 does not Granger Cause GE 28 3.15418 0.03796
GE does not Granger Cause D 0.97056 0.44654
R does not Granger Cause GDP 28 2.86097 0.05187
GDP does not Granger Cause R 1.43720 0.26029
D does not Granger Cause GDP 28 1.60234 0.21465
GDP does not Granger Cause D 1.24612 0.32524
D does not Granger Cause R 28 2.03119 0.13066
R does not Granger Cause D 1.55310 0.22734

L )lie e o Jaal) ol il 5 oo sSall GLaY) g F s il < ekl
VPR ALY PR FPIVERN DRSS PN [ o BV 13 RSN 2 W PREN [P SO PPN
D) il e lal LaS | e sSad) LYy Saay) Asall il (G 4005 48e 25a
O e Al gl G ST Ay sundll F o el ¢ sSall Lt 5 aall LAl F
F o DR gl o yedal GllaS ¢ o sSall Y15 Gaall G 4608 s 48e dllia
A ¥ o A ABe @lia ) Al saall e ST A gl F ol Al gaall 5 4 ganal)
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dS...u Az ‘;ﬂ\ J\‘)_N\ u\ L)-‘: """ ).,.as sGAJS;j\ O\A.N\ aJ\.U ‘_A\ S5 ‘_ASS\ J\‘).N\
el_:d O A jaal S q\)_.N\ O %58 S & ) ¢y ) u\a\)_aY\ PSS
LAl A8y 38a &) s 862001

22009 — 21430 Gydall g Galill g ¢y g pdinll g gl al) — Al & gay Alna 32



Y Y g (g3 grd) SLaiBY) B alaBy) galll B Adlal) Aadbad) il gaf i

o) ) Jaw GS}J\ Gl yaia G Granger = Axad) GLEall 33a3 aay
zasalll D3lalan o (i yal oz d gaill Gl puatia Ao VAR 4aiall SIA0 lassy)
(2-2-3) Jsaall e jeday Alls (VAR) QL o) ) ayg dleIDA (e 5l

(2-2-3) Jgad)
Y B I sy Ll
Date: 12/05/05 Time: 20:58
Sample(adjusted): 1976 2001
Included observations: 26 after adjusting endpoints
Standard errors & t-statistics in parentheses

GE GDP R Dificit
GE(-1) -0.310499 -1.024708 -1.066594 -0.543566
(1.21636)  (3.61846) (0.03326)  (0.01426)
(-0.25527) (-0.28319) (-32.0639) (-38.1291)
GE(-2) -0.474885  0.234515 -0.203651  0.195249
(0.61305)  (1.82373)  (0.01677)  (0.00719)
(-0.77462)  (0.12859) (-12.1470)  (27.1741)
GE(-3) -0.951587 -0.916171 -1.097476  -0.149500
(1.39106)  (4.13818)  (0.03804)  (0.01630)
(-0.68407) (-0.22139) (-28.8487) (-9.16979)
GE(-4) -1.455742 -1.228250 -1.152769  0.681325
(2.11106)  (6.28006)  (0.05773)  (0.02474)
(-0.68958) (-0.19558) (-19.9673)  (27.5371)
GE(-5) -1.469311 -0.679190 -2.029690  -0.965649
(2.86646)  (8.52724)  (0.07839)  (0.03360)
(-0.51259) (-0.07965) (-25.8918) (-28.7434)
GE(-6) -2.489748 -4.364398 -4.344816  0.448796
(4.24450)  (12.6267) (0.11608)  (0.04975)
(-0.58658) (-0.34565) (-37.4303)  (9.02168)
GDP(-1) 0.299547  0.820796  0.235107 -0.358214
(0.31211)  (0.92847)  (0.00854)  (0.00366)
(0.95976)  (0.88403)  (27.5447) (-97.9270)
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GDP(-2)

GDP(-3)

GDP(-4)

GDP(-5)

GDP(-6)

Revenue (-1)

R(-2)

R(-3)

R (-4)

R (-5)

-0.646602
(0.53052)
(-1.21882)

0.336388
(1.37417)
(0.24479)

1533066
(1.15572)
(1.32650)

-0.823869
(0.31405)
(-2.62336)

-0.212125
(0.70232)
(-0.30203)

1.367890
(1.73500)
(0.78841)

2.286040
(1.77831)
(1.28552)

0.226225
(1.52418)
(0.14842)

0.513860
(2.29156)
(0.22424)

2.700871
(1.30803)

-0.995964
(1.57820)
(-0.63108)

0.172462
(4.08792)
(0.04219)

1.297200
(3.43809)
(0.37730)

-0.213208
(0.93425)
(-0.22821)

-1.693410
(2.08930)
(-0.81051)

0.276429
(5.16135)
(0.05356)

4.365804
(5.29017)
(0.82527)

-1.011102
(4.53418)
(-0.22300)

3.072041
(6.81701)
(0.45064)

3.311842
(3.89118)

-1.067327
(0.01451)
(-73.5659)

1.291106
(0.03758)
(34.3558)

1.022454
(0.03161)
(32.3495)

-0.323368
(0.00859)
(-37.6508)

-0.798461
(0.01921)
(-41.5713)

1.561969
(0.04745)
(32.9192)

2.280361
(0.04863)
(46.8894)

-1.648165
(0.04168)
(-39.5405)

3.226063
(0.06267)
(51.4778)

1.991708
(0.03577)

0.011068
(0.00622)
(1.78006)

0.314627
(0.01611)
(19.5354)

-0.736309
(0.01355)
(-54.3588)

-0.008382
(0.00368)
(-2.27723)

-0.483226
(0.00823)
(-58.7053)

0.585454
(0.02033)
(28.7910)

-0.455499
(0.02084)
(-21.8547)

0.291955
(0.01786)
(16.3435)

1.864669
(0.02686)
(69.4281)

0.393123
(0.01533)
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(2.06483)  (0.85111) (55.6781)  (25.6433)

R (-6) -0.393095  4.355988  2.904789  2.420926

(1.70496)  (5.07199) (0.04663)  (0.01998)

(-0.23056)  (0.85883)  (62.2985) (121.152)

DEFICIT(-1) -1.544958 -1.355649 -1.401554  0.003711

(1.26941) (3.77628)  (0.03472) (0.01488)

(-1.21707) (-0.35899) (-40.3725)  (0.24942)

DEFICIT (-2) -0.452051 -0.860230 -0.143042 -0.132701

(0.48787)  (1.45134) (0.01334) (0.00572)

(-0.92657) (-0.59271) (-10.7209) (-23.2077)

DEFICIT (-3) -1.049790 0.911556  0.873709  0.455407

(0.43406) (1.29126) (0.01187)  (0.00509)

(-2.41853)  (0.70594)  (73.6025)  (89.5183)

DEFICIT (-4) -1.956810 -3.665158 -3.621725 -1.108808

(3.70430)  (11.0197) (0.10130) (0.04342)

(-0.52825) (-0.33260) (-35.7509) (-25.5397)

DEFICIT (-5) -2.848041 -4.967705 -4.424858 -1.105512

(3.81199)  (11.3400) (0.10425)  (0.04468)

(-0.74713) (-0.43807) (-42.4449) (-24.7444)

DEFICIT (-6) -1.532497 -4.195708 -3.692498 -1.331727

(2.49692) (7.42793) (0.06829)  (0.02926)

(-0.61376) (-0.56486) (-54.0746) (-45.5067)

C 279.7851  582.4873  384.0496  146.1975

(274.752)  (817.343)  (7.51387) (3.22015)

(1.01832)  (0.71266)  (51.1121)  (45.4008)

R-squared 0.999841  0.999877  1.000000  0.999999

Adj. R- 0.996037  0.996927  0.999997  0.999986
squared

Sumsq. resids  1149.991  10177.02  0.860080  0.157967

S.E. equation 33.91151  100.8812  0.927405  0.397450
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F-statistic 262.8331  338.8830  311251.2  74444.45
Log likelihood -86.15476 -114.4997  7.422338  29.45268
Akaike AIC 8.550366  10.73075  1.352128 -0.342514
Schwarz SC 9.760075  11.94045  2.561836  0.867194

Mean 1024.745  2989.842  768.9319 -89.51423
dependent

S.D. dependent 538.7127  1819.691 506.9448  106.2514
Determinant Residual 0.000000

Covariance
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