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The structure of public debt in Jordan and its impact on economic

growth (1980-2012)
Radi AL-Adayleh*, Hassan AL-amro*, Huthaifa AL-Gralleh**

Abstract

The intention of this study was to investigate the structure of public debt in
Jordan and its impact on economic growth, over the period 1980-2012.

The statistical techniques which were employed in this study include Johanson
co-integration test, Vector Error Correction Model (VECM) to explore the
association between domestic debt and external debt ratio of GDP as independent
variables and the total debt relative to GDP as the dependent variable, Also Fully
modified least squares (FMOLS) approach is employed in order to describe the
impact of internal and external debt on economic growth.

The co-integration test procedure reveals that there is one relationship,
consequently an (VECM) was estimated revealing that 9 % of the departure
from equilibrium is cleared annually, and the results of Causality test showed
that independent variables have uni-directional relationship with the total debt as
the dependent variable .

Based on regression coefficient, it was found that external debt has a negative
influence, and domestic debt has positive influence on economic growth .

The study recommended that the external debt must be re-oriented toward
invested in productive projects in order to the burden of debt service.
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Gl pas G (2) 8y Jsaall e LDl Cua npla e pe dah Gag Al alaee cul
s Caal s J3I Gaall laie 08 e 8 Jlea) Jad) il e %35 JSE oIS alal)
sl Pa 2l sl e %18 s JSi Jlall cpal) anay s %17 )l L gl K85
L gially il 1303 55380 DA dan Janay 155 alad) Gl A <ulS (s (8 1986-1980
i Gy %64 Vs ¥l Jadl) bl du aledl ol Jawgie IS JUlls %46 s
slie Y Aglan Aayall oda cul€y Lpalill Joall chlae lsal) pas addy desial) Joall iy 29uy) Jol
paa il s (Y53 s Lo JSA) dpnlall (g Al paa davs G Al Gl e
(sl Cpn) dapad) Aa¥) Ay pas %27 s Joail  Jlaa¥) sl mlill dos Jalal) gl
ol Fll aaa iea Al ald) Gl aaa OIS G SV e shke laals
U Ja) e %1.84 i Le a)lall (pall das cilS 1991 —1988 sl Pla JlaaV!
il sl P ) Jad) il Jles) o0 %39 sl gl (IS cpa 8 e Jlaa¥] sl
e zaball @l i laals 1y ealai@Y) #3aY) sl Alage 3V Jsdas 1992 e (pa leys
S 1990 sle 8 %221 oo Jleayl Jaall milill Lsate Gl aas aalit s ¢ 331 ALY
aidl o3 P Jaa¥l Jadll w5l (e %137.4 havsias g1 2001 ple Lles ae %96 s
e %821 aylall call Lo ulS Lo calad) cpall Jlea) (e %17.9 s Jalall cpall R
alad) ol s

2l e A€ dap JAI Al ol das @y 2001 alad aladl cpall sl Juax axy
el call das sl il 2010-2002 358l s %29 s Jawitl  Jleal¥) sl
%49 Lps Jawitl ¥l ) mslll

OSars ¢ Mlaa¥) Jaddl =l (e 4 Al aaa sk (1) a8y JSN DA (e iy
)l Zl e aledl pall A o clinlall Gl 4 Capall e da)) il e dlaadl
ol (K5 (1987 ale 4 0.80 ks cwl of 2y 1988 ale 8 2.03 wislad dum JleaV!)
AV el PR Gpalall gl e 0 slael S 135 1,63 lgia alall



(2) A% Joa

GOV b leal) aall gilll A cpal) aaa

el il [ el alad) cpall | aall ilill / a A aladl cpall | el gl [ A1) alad) cpal) | Adud)
Al Seaall aal)
0.52 0.35 0.17 1980
0.54 0.38 0.16 1981
0.58 0.41 0.17 1982
0.64 0.47 0.18 1983
0.70 0.52 0.18 1984
0.75 0.56 0.19 1985
0.71 0.52 0.19 1986
0.80 0.53 0.27 1987
2.03 1.63 0.39 1988
2.64 2.23 0.41 1989
2.21 1.83 0.38 1990
2.04 1.68 0.36 1991
1.56 1.27 0.29 1992
1.38 1.09 0.29 1993
1.35 1.08 0.27 1994
1.25 1.04 0.20 1995
1.25 1.05 0.20 1996
1.15 0.97 0.18 1997
1.16 0.95 0.21 1998
1.14 0.95 0.18 1999
1.05 0.84 0.21 2000
0.96 0.78 0.18 2001
0.98 0.79 0.20 2002
0.98 0.75 0.24 2003
0.89 0.66 0.23 2004
0.84 0.57 0.27 2005
0.69 0.49 0.20 2006
0.68 0.43 0.24 2007
0.55 0.23 0.31 2008
0.57 0.23 0.34 2009
0.61 0.25 0.37 2010
0.65 0.22 0.44 2011
0.80 0.22 0.58 2012
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AphEdl sl — Ko lasly BlawY) &8 Jlaad) e s dne)l Jdudladl o Se s
.(Shewhart.2004) .(Augmented Dickey—-fuller)

il Sl calfine e i o) Al clsie o (3) A Jsaall DA (e ey
(1) A1 Aapal e AlalSie Ayl chiia o o e ) 135 (JsY1 Guill 2l

(3) A% Jsaad
(ADF) gausall jigh— S HLas) gl

BUCAEPIEEY

(%5) Js¥) il (%5) 5l s
dagil tiglos) | s ADF o iagl tiglos) | Hsesd) ADF o )
Siee | —2.963972 -3.377285 Siea e [ —2.963972 -1.613604 TOTAL DEBT
Hiiwe | —2.960411 -4.355948 S e [ —2.957110 0.910575 DOM. DEBT
Hiiwe | —2.960411 -4.322867 Sy [ —2.960411 -2.581543 EXT. DEBT
* g | —2.621007 -2.713165 S e [ —2.963972 1.101716 GDP
Silea | —2.991878 -5.249111 s e | —2.981038 -1.834093 TOT/GDP
Hiiwe | —2.960411 -3.277377 e e | —2.957110 0.478736 DOM/GDP
Siies | —2.991878 ~5.440949 s e | —2.991878 -0.003083 EXT/GDP

%10 A2 ssias J5Y) 3l e lea¥) sl milll e i *

Osilygald o idall Jalsil) lad) 2.4
O plandYly st lill (sae Adjedd Carg Al ¢ el JelSll Gauilaga Lol Gl 3
Gl e e (51 cdmsall Jola i Legd OIS 1) el Lagd) cppitia 2 Cum ¢z 3paill Cilpiiia
SV las) =i (4) B8y Jsaall selah (Guajarati, Porter, 2009) Mie dpe lai 4l sbe 445k
vie 4 «(Maximal eigenvalue) alaall 2l 2ol lodls (Trace Test) dpsall Jalill
g olb bl Clyie Lo Slidie LLalS 4aie dgag ade (i gl ¢ 1=0 die z3sall gl
Gsiase de 29.79 cialy Al ds sl dadll pe Djlie 35.29 caly & (Trace Test) 51 jlasl
sl e ALl ADle dgmg ade ol G Apdiall Aumpdll Jod e i 1ag (%5 dysies
O Jishll Gadd) e ams ALl ABle dsap Jsi (Al ALl A jdll Jsg i) Jyshal
Maximal) alaell 2ualSl degl jlos) ol oST S5 .%5 iy Lgiee Giiwe die il
WDle dag 41l agle Aaall Aadll o L) =1 vie alaal) 2SN Aadll o) ) «(eigenvalue



ealls R0 clly el ) (e daiS lall ual) (et Jushall 2l e 4l kel
sl sl 8l e dS
(4) A Jsadl
(Maximal eigenvalue) ksl 454l 4agdllg (Trace Test) ¢ idall Jalsill ) jlad) gl

didal) Jalsill A9 jLad) (Trace Test)

0.05 Trace Hypothesized
Prob.** Critical Value Statistic Eigenvalue No. of CE(s)
0.0105 29.79707 35.29449 0.445672 r=0
0.0238 15.49471 17.59452 0.401268 r1
0.1374 3.841466 2.206275 0.070903 r=2

(Maximal eigenvalue) ,akal) 4ials)) 4ol Lad)

0.05 Max-Eigen Hypothesized
Prob.** Critical Value Statistic Eigenvalue No. of CE(s)
0.1415 21.13162 17.69997 0.445672 r=0
0.0331 14.26460 15.38824 0.401268 r=1
0.1374 3.841466 2.206275 0.070903 r=2

Ol A Auhall Ghte g daY) Al DLl ADL (2)48) JE) DA e By
lagaany g sy eV o) i) ) Jlea¥) cpall dass  Jlea¥) ol galil) ) o lad)
JaY) 8 A0 o3 e Calaal ol Gy o(dahly A lai ) olatV) Cldyg Adisde diylay (anl)
Uail) momaal z3gai L) 0285 Lo aag cJa) dlygla 200N 1) 25nil Uajlise esmacl v jpuaill
e o) el 3 A e %9 s G 0 Cus o5) by Jsaall 8 WS (VECM)
Wle dln () maly Cus sl Ghiie C L) A0 £ b (Sa GG s laaaas
e ADle Lelai ol a8 T dad (e peday LS AU i) oladly Al Chpariall (e A
Aliisall el olatly sl jiial) (e gl LuSleall sl b

2 ) A Jla¥) gl aan 8 Gead) e gl G Lyl (2)a8) JS8 muag WS
el bl U s a)lal Gl Gl €l i) e ) (1989 ale b Jlal) sl
ale ae A3)lie 1989 ale 4ied (1 %50 Ll lgd 28 @Al Capall e Aa)Y dagi ¢ JleaV)
.1987
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(5) o dssad
(VECM) Uaill paa g dgad L) gl

Error Correction: D(TOT) D(EXT) D(DOM)
CointEq1 -0.084705 0.063148 -0.098531
t- test [-1.43978] [ 0.62581] [-0.42847]
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Al ,iad a5 ((FMOLS)  Fully Modified Ordinary Least Square el (g jall
Aoyl e i) e paliill dlglae 8 (OLS) Zalall (g ytuall cilagyal) diplal Lalee Y pmasd
bl sl Qlies Saaie e Jass e Jpeandl (a A5kl sdgd Bunlu) S G 3 (At



el sanie @il QoS zila pail bl JS5 deaas 45 Normal Distribution
da o Al s dasd LS ¢ (1) JolSal) Lnlal @l z3saill chiie (3585 amy Al

.(Koop,2005) +Uas U mmiailly dliiisall clpiially osiall Uadll o cpaliiall Tl V1 A
Aphana) sl ehal Yol Caaging (FMOLS) dlaxd) (gyaall cilagyall Ziph aladin) &) Sl
Godll e coyiial 8 clld) G Aphinu) las) mit cplal 8 el Jalsill il ehal &
g e A Al e idie JalS5 agay e hilise Jamy 3 51 ¢(3) &) Jsanll 8 LS JSY)
JalSi agag sl (53l (6) a8y Jsoad) (8 LS siall Jalall lad) P e dagill s34 jy5a3 2

:(FMOLS) dipla DA (e U duhall 2 3gan JLaaY e Jamy @3 5a¥) L I3 2l (e
GDP ;= o + B;* EXT, + B, * DOM , + &

(6) a8 Jgaad)
(Maximal eigenvalue) _alal) 45l 4aglly (Trace Test) & idall Jalsill Y jLad gl
didal) Jalsill A9 jLad) (Trace Test)

0.05 Trace Hypothesized
Prob.** Critical Value Statistic Eigenvalue No. of CE(s)
0.0233 28.49909 32.57913 0.515929 r =0
0.1804 14.50861 11.53896 0.325769 r>1
0.7428 3.283023 0.107650 0.003705 r>2

(Maximal eigenvalue) ,alal) 4ials)) 4ol Lol

0.05 Max-Eigen Hypothesized
Prob.** Critical Value Statistic Eigenvalue No. of CE(s)
0.0515 20.06310 21.04017 0.515929 r =0
0.1339 13.32380 11.43131 0.325769 r1
0.7428 3.283023 0.107650 0.003705 r=2

Sl Gl g JS Tgies (7) &) Jsaall lgaumg WS (FMOLS) il gl cjell il

Lsine sise de igal) Jla¥l o) <l Wlie golady) gl o 5l & o )lally
Laal) Giag A 30l (8 aule s L Ll Ld a)lall (g il o i) PA (e oy Cus %5
Sand oo aWils i L 0013 ke JlaV) Jad) gl palias) ) gosee %1 i
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(7) by Jgandl
FMOLS Lia) dag

Variable Coefficient Std. Error t-Statistic Prob.
EXT -0.131624 0.038313  -3.435480 0.0019
DOM 0.211987 0.055756 3.802066 0.0007

C 6.919966 0.411046 16.83501 0.0000
R-squared 0.990891

Adjusted R-squared  0.989915

GDP =6.91996576642 -0.131624408084*EXT + 0.211987245465*DOM
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