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Abstract:

The economic policy represents a groups of methods, procedures,
decisions, and legislations issued by the state in order to regulate the
economic life through the optimal usage of the available economic
resources. This is done to increase the economic growth rates, the
employment levels, and to achieve the internal and external equilibrium
through affecting several factors that the economy depends on and among
these essential factors is the Foreign Direct Investment (FDI). Based on
this fact, the study tackles in detail the economic policies including
monetary, fiscal, and trading policies. In addition, this study posits a
comprehensive conception concerning the foreign direct investment and
showing its importance, the role of economic policy in attracting this
investment into the Yemeni environment, and showing the obstacles
encountering implementing such investment in developing countries.

This study also demonstrates the reality of economic policies in Yemen

and its relationship with the foreign direct investment. In this regard, a

mathematical model was composed for obtaining the relationship among

the study’s different variables. The study reveals that there is a statistically
significant positive relationships between the variables as follows:

- There is a statistically significant positive relationship between the
Gross Domestic Product (GDP) and the flow of the foreign direct
investment.

- There is a statistically significant negative relationship between the
current accounting’s deficit and the flow of the foreign direct
investment.

- There is a statistically significant relationship between the budget’s
deficit and the flow of the foreign direct investment.

- There is a statistically significant relationship between the interest rate
on lending and the flow of the foreign direct investment. This means
that the interest rate negatively influences the foreign direct investment
because of the fluctuation and instability that the interest rate shows
during the period of conducting this study.

- There is a statistically significant positive relationship between the
inflation rate and the flow of the foreign direct investment due to the
growth of Gross Domestic Product (GDP) caused by non-oil resources.

In general and according to the linear mathematical postulated model, the

flow policy of the Foreign Direct Investment (FDI) in Yemen depends on

several variables including the Gross Domestic Product (GDP), current
accounting’s deficit, budget’s deficit, interest rate, and the inflation rate.

Keywords:Economic policies, Fiscal policies, Monetary policies,
External Trade, Foreign Direct Investment (FDI), Inflation, Yemen.
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! Magdalena Ridulescu The Efficiency of the Fiscal Policy in the EU and Its Role in the
Economic Recovery by Attracting FDIs , Journal Of Knowledge Management, Economics and
Information Technology, Issue 7,December 2011.p.278.

? Magdalena Radulescu, op. cit.,p.280.
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! Magdalena Ridulescu,Op. Cit.,p.280.
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! Matei Gh. Pirvu D,“The impact of corporate income taxation on the location of FDI in the
European Union”, Finate—Provocaril eviitorului Review, Year IX ,n0.12/2010, Craiova,
Romania:pp.59-67..
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! Lane, T. and Varoudakis, A.(eds),“Fiscal Policy and Economic Growth: Lessons for Eastern
Europe and Central Asia”, TheWorld Bank Publication, 2007,p.282.
Z.Magdalena Radulescu,Op. Cit., P.383.
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? Rana Ejaz Ali Khan, Rashid Sattar, Hafeezur Rehman, “Effectiveness of Exchange Rate in
Pakistan: Causality Analysis”, Pak. J. Commer. Soc. Sci.2012 Vol. 6 (1),p.83

* Idem,p.84
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? .Glauco De Vita and Andrew Abbott, “Do exchange rates have any impact upon UK inward
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3. Godfrey Charles Nyamrunda, “An Empirical Study on the Long-Run Relationships between
Lower Exchange Rates and Foreign Direct Investments in Developing Economies; Evidence
from Tanzania”, Journal of Applied Economics and Business Research, JAEBR, 2(4), (2012),
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developing countries".Working paper No. 116. Indian Council for Research on International
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> . Gary Stern, Preston Miller, “Avoiding Significant Monetary Policy Mistakes”, Federal
Reserve Bank of Minneapolis Quarterly Review,Vol. 28, No. 2, December 2004, pp. 2-9.
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Interest RateParity: Does It Hold Between U.S.A. And Selected Emerging Asian

Economies?",Journal Of International Business Research, Volume 9, Number 2, 2010,pp.91-92.
- 182 -



Alia) B LalaiBY) Aulpad) )39 pdlaal) aial) Jlaiiud) (LY Joadll
O bl (e & e sdelicall g LSUN Jeall 8 ¢ allall e Al gast 8 < paiad dpaad)
Ll Gl W) Shaa (e Julil g pie 44T 5T alaia) )il a S5 O ang 43S al) o s
ek OF Adaail) Aggal aedl Tosga Gaw Laad 138 iy Glla L(gsoa] Gilage ) ddlaYl
3ond ald Q&) KN Slad@Yl ool B el Alaa) s px JSG AS et 32000 Y s
Cuaidd ¢ oS JS5 al gl Q85 J8 32308 Jaee st Jaa Jon Jaadl 238 . (pauzil) 5 s 3
Sl e il e G ) Ayl A el &l 2l il ase (e 3l ol

Aadiall Al e g i) ABgige < pise e Gl Sy gl Aubudl delia b

piail (3880 (5 sl (B 4 S jall gl e daell Zlad e e N e 5 e Llee sl S
Jaedd o bV ol o m s (i) Jsiy WS muale (pdie e o ey (addia
sl o el 8 AS kel Joaill A byl (B e g el g J Gy pdiaill el
oY Tk el o s dle WAl g lual aiails ity of sy xnhall Jaxall apis () 5 6238 )
OH )yl cand 321 Jaray (Blaty Caa auia g e Aol Al jal 43S el @ gl alana
Jasdl 138 Jlie 3 Leuld (S Aulndl ¥ are ) Addle dan je &5 jlEe g oauhall Jaxdl
2 3ile U< aplhl)

Al 8 Gulad TH50 canly o oSy el Jaxall 13L agd A sl (ga ¢ ) dda &
Al Aulll Lulu) GIaY) G ey (A0Sl @l e el Cliay sl sy A
G skl o oa alaall oda il Baal 5 A8y kL Cila Al ) i) dglee 5 el ) i
calaiBy) 3 dpanl) Gl il e Q8N Jal e g laBY) oA 0 A aaliy a8 4paa) byl
(ernbll Jarall Ll A B ady pdail) cud ddae e Juadl JS5 4880 (K 138 Jiad) i
& @ OSoal eldl ool ) iy jd g JAIL Sy ¢ e e Cad sl 32 Jaea ) S
Jardl (5 sy JaV) uald dpadd 3208 Jare may ye (135 Lol Caagioe 3238 Jane duliw g
Jsas s S el il cadiaill Cangin Jane (e 5 Ainidie dos 9o dad ) 4] Gliaa andal
Didla 05 S I i ylal il ld S

! Giorgio Di Giorgio, Zeno Rotondi,” Monetary policy, financial stabilityand interest rate rules”,
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