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Abstract
The nature of mutual economic relations has lead to use
simultaneous equations to facilitate the study of the economic
phenomena and the influential factors on these relations. These
factors change their positions such as to be in one model of
equation as an independent factor and in another one as
dependent factor.
The problem of this study is that it is not possible to determine
the equilibrium value for any endogenous variable in the model
of national income without using all types of equations model
due to the mutual effect between these equations. This indicates
the existence of correlation not only between random terms and
dependent variables but also including interpretative variables.
Therefore, the result of estimation based on single equation
doesn't reflect the accurate values of dependent variables
because of neglecting the mutual effect (indirect effect), and
there for the use of results obtained from evaluating and
forecasting would be misleading.

The theoretical framework of this study is based on deductive
method as well as books and references on the same subject. On
the other hand, the study also has used the econometrics
approach for describing, formulating, estimating and evaluating
the study's model so as to testing and discussing the hypothesis

of this study.



The most important conclusions are as follows:

1. The study confirmed the progressive relations between
disposable income and consumption with effecting degree at
(0.70).

2. The relation between investment and national income is a

progressive with effecting degree at (1.01).
3. The relation between government expenditure and total
revenue is also a progressive with effecting degree at (0.60).
4. The government expenditure has positive and significant
effects on export at (0.60).

From the most important recommendations:

The study recommends to activate the disposable income
through providing incentives to consumption expenditure in
order to increase aggregate demand, and it is also recommended
to boost the role of national income through its components
including consumption, investment, government expenditure
and net exports i.e. external sector.

Finally, it is recommended to increase government expenditure

through exports promotion and support by exemption from

taxation.
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