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Components of International Finance and Its Impact on Economic Growth in
Jordan (1979-2015)
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ABSTRACT

The objective of this study is to examine the impact of the components of international finance (foreign direct
investment, external loans, and foreign aids) on economic growth in Jordan during the period 1979-2015, using
time series approach. The stationarity tests found that all the study variables are stable at the first difference,
and there are two cointegration vectors relating the variables. The Vector of Error Correction Model (VECM)
reveals empirical confirming the existence of a long-term relationship between economic growth and
explanatory variables. The estimates showed that there is a significant positive effect for both foreign direct
investment and foreign aids and insignificant negative effect for external loans. The study stress the importance
of directing international financing components towards infrastructure and capital projects that deepen the
capital role and raise its productivity, and supporting the absorptive capacity (knowledge, skills and experience)
of the workforce.
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Phillip-Perron JLi&! i :(1) a8 (3alall

. Level 1t differ.
Variables _ - Integrated
Intercept | intercept and trend Intercept | intercept and trend
0.520 -1.174 -3.914 -5.619
LN(GNI) I(1)
(0.985) (0.90) (0.0049%) (0.0003%)
-1.80 -2.464 -7.349 -7.245
LN(FDI) I(1)
(0.374) (0.342) (0.0000%) (0.0000%)
-2.792 -2.66 -6.740 -12.606
LN(ODA) I(1)
(0.0694) (0.257) (0.0000%) (0.0000%)
-2.004 -1.92 -4.614 -4.813
LN(ED) I(1)
(0.283) (0.623) (0.0007*) (0.0024%)
-0.316 -1.686 -5.457 -5.687
LN(K) I(1)
(0.912) (0.736) (0.0001%) (0.0002%)
0.677 -1.415 -5.543 -9.982
LN(H) I(1)
(0.989) 0.839 (0.0001%) (0.0000%)
1.430 -0.721 -3.686 -3.881
LN(GC) I(1)
(0.998) (0.963) (0.0087*) (0.0236%)
-1.31 -2.09 -4.39 -4.63
LN(EL) I(1)
(0.17) (0.53) (0.0014%) (0.0038*)

%5 Aullaial e & Sl dpum b 58 3

(p-value) ad Jiai ) 81 Cp pl) -

a3 hlal) @) 58 ase JLAA) mildl 5(2) ad) galall

Model | Lag | AIC SC
0 -2.09 -1.74
1 -9.42 -6.26*
2 -10.47* | -4.43

(il (a3l slalall 3 3 ) s ¥

L.U.m GSLA.': Q\J'.,n':\.d (Johansen) tﬂJM\ Jalsily Jlad) @1:\3 :(3) ‘JJ dﬂaﬂ

TRACE TEST MAX-EIGEN TEST
HYPOTHESIZED Trace Critical Prob HYPOTHESIZED | Max-Eigen Critical PROB
Statistic | Value 5% Statistic Value 5%
None* 200.57 159.52 0.00 None* 53.20 52.36 0.04
At most 1* 147.36 125.61 0.0012 | At most 1* 48.07 46.23 0.031
At most 2* 99.29 95.75 0.027 | At most 2 32.17 40.07 0.29
At most 3 67.11 69.81 0.08 At most 3 26.61 33.87 0.41

%5 A2 sina (5 s Jie JalSill ade Apia 8 by ¥
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(VECM) Uaid) pruanual daia 7 gad aladiaay ymaill g Jaghall cpla¥) 8 dpd) A8Dlal) yai geilis 3(4) 2 (3alall

i ; LNEL(-1)
Co'mégfa“”g LNGNI(-1) | LNED(-1) | LNFDI(-1) | LNK(-1) | LNH(-1) | LNODA(-1) | LNGC(-1)
, -0.64 -0.13 -0.27 0.09 -0.17 -1.17 0.16
CointEql 1.00 16.75[- 1-3.54( 1-3.21 10.36[ 1-4.78[ 1-4.83[ 11.69[
-0.27
c 1-2.03[
Cointegrating Eq: | D(LNGNI(-1)) | D(LNED(-1)) | D(LNFDI(-1)) | D(LNK(-1)) | D(LNH(-1)) | D(LNODA(-1)) | D(LNGC(-1)) | D(LNEL(-1))
_ 0.72 0.09 -0.01 -0.26 0.06 -0.02 -0.41 -0.23
CointEql 12.03 10.68] 1-0.30[ 1-2.31[ 10.51] 1-0.58[ J-1.46[ 1-3.3(
R-squared 0.62 Adjusted R-squared  0.47 SC -5.095 AIC -9.006 F-statistic 4.45

O (A B AN & gl uadl) B el o Gl (5) ad) (galall

[ T-statistic] dad Jiad ul BYI G o8 Y

On i g | o e ) BN | G gl A | e k) G | e SN g Ll
s el S il il
%38.65 74.5 9%91.35 786.5 860.9 2010
%10.06 107.1 %389.94 957.0 1064.0 2011
%4.69 54.0 9%95.31 1098.2 1152.2 2012
%06.24 81.5 %93.76 1224.0 1305.5 2013
%9.66 1343 %90.34 1255.7 1390.0 2014
%12.71 182.4 %87.29 1252.2 1434.6 2015
%8.79 633.7 %91.21 6573.5 72017.2 g el

(Diagnostic tests) Axaiddall &l JLARY) gilii 1(6) ad) (3alal

Aaladf A5 3) gad) 84308 3 jdeaall

Normality Test

Heteroskedasticity Test

Serial Correlation Test

Alaa oV 5 Ala®Y) il all LadlY) daalall Alas

3 e 24

Jarque-bera Prob. F-statistic Prab. F-statistic Prob.
0.65 0.72 1.86 0.11 0.16 0.69
gl all g jabaal)

MEia Jade Jall Jysaill "(2012) a8 2 o sl
. @)’jﬂ\} ).-i.\ﬂ claall BN
LaJall g sodll 11 (2016) .2ene (ol jpans dllae
M i ) A el Jgal) e s gobaBY) pall e
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