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Abstract

Impact of External Debt on Capital Expenditure in Jordan
By:
Fozan S. ALhroot

The purpose of the study is to build an estimation model for the impact of the
external debt on the capital expenditures in the Hashemite Kingdom of Jordan for
the period of 1980-2008. A multiple regression model is used and the major
findings are: (1) there is a positive and statistically significant impact of external
debt on capital expenditures; (2) there is a negative and statistically significant
impact of foreign aid on capital expenditures; (3) there is a positive and
statistically significant impact of remittances from Jordanians working abroad on
capital expenditures; (4) there is a positive and statistically significant impact of
economic growth on capital expenditures; (5) there is a positive and statistically
significant impact of economic openness on capital expenditures; (6) there is a
negative and statistically significant impact of interest rate on capital
expenditures; and (7) there is a positive and statistically significant impact of oil

prices on capital expenditures.
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5 8925 | -477 3539 631 2908 3062 500 2562 | 2005
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7 2287 16 916 23 659 149 1987
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Jeloxl] § dovsiiub) dolasyl Sl (29) 03y Jsuz

Year | CE | GDP | FA | Op I ExD | Rem | GDPG | OilP | Op/Gdp
1979 | 310 983 210 | 668 | 0.085 | 420 | 162.4 224 0.68
1980 | 433 1165 | 209 | 836 | 0.085 | 578 | 213.0 0.19 37.4 0.72
1981 | 667 1449 | 206 | 1217 | 0.085 | 743 | 306.8 0.24 36.7 0.84
1982 | 651 1650 | 200 | 1328 | 0.085 | 933 | 343.7 0.14 33.6 0.80
1983 | 590 1787 | 197 | 1263 | 0.084 | 1125 | 362.6 0.08 304 0.71
1984 | 571 1910 | 106 | 1332 | 0.084 | 1334 | 427.5 0.07 28.2 0.70
1985 | 415 1971 | 188 | 1330 | 0.084 | 1457 | 362.6 0.03 27.0 0.67
1986 | 444 | 2241 | 144 | 1076 | 0.076 | 1668 | 373.1 0.14 13.9 0.48
1987 | 516 | 2287 | 128 | 1164 | 0.076 | 2066 | 285.9 0.02 17.7 0.51
1988 | 533 2350 | 155 | 1347 | 0.090 | 2829 | 302.1 0.03 14.3 0.57
1989 | 564 | 2425 | 262 | 1764 | 0.100 | 4763 | 322.5 0.03 17.3 0.73
1990 | 850 2761 | 164 | 2338 | 0.105 | 5079 | 298.6 0.14 22.1 0.85
1991 | 739 2958 | 225 | 2309 | 0.102 | 4966 | 275.7 0.07 18.6 0.78
1992 | 1209 | 3611 | 137 | 2848 | 0.102 | 4584 | 515.8 0.22 18.4 0.79
1993 | 1423 | 3884 | 163 | 3145 | 0.103 | 4626 | 648.6 0.08 16.4 0.81
1994 | 1451 | 4358 | 176 | 3157 | 0.104 | 4729 | 687.3 0.12 15.5 0.72
1995 | 1554 | 4715 | 183 | 3595 | 0.107 | 4856 | 784.5 0.08 17.0 0.76
1996 | 1499 | 4912 | 247 | 4083 | 0.116 | 5108 | 985.3 0.04 20.2 0.83
1997 | 1322 | 5138 | 205 | 3975 | 0.126 | 5011 | 1056.2 0.05 18.8 0.77
1998 | 1224 | 5610 | 203 | 3761 | 0.129 | 5334 | 984.4 0.09 12.3 0.67
1999 | 1245 | 5767 | 199 | 3687 | 0.127 | 5510 | 1061.8 0.03 17.5 0.64
2000 | 1342 | 5998 | 391 | 4340 | 0.114 | 5044 | 1177.3 0.04 27.6 0.72
2001 | 1340 | 6363 | 433 | 4806 | 0.105 | 4970 | 1283.3 0.06 23.1 0.76
2002 | 1365 | 6779 | 492 | 5156 | 0.099 | 5350 | 1362.3 0.07 24.3 0.76
2003 | 1498 | 7204 | 937 | 5747 | 0.089 | 5392 | 1404.5 0.06 28.2 0.80
2004 | 2216 | 8091 | 811 | 8106 | 0.076 | 5349 | 1459.6 0.12 36.0 1.00
2005 | 3048 | 8925 | 500 | 10013 | 0.081 | 5057 | 1544.8 0.10 50.6 1.12
2006 | 3286 | 10379 | 305 | 11117 | 0.086 | 5187 | 1782.7 0.16 61.0 1.07
2007 | 3857 | 12057 | 343 | 12906 | 0.089 | 5253 | 2122.5 0.16 69.1 1.07
2008 | 4829 | 15056 | 718 | 16492 | 0.095 | 3640 | 2242.0 0.25 94.1 1.10
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CE = f (CE (-1), (ExD, FA, Rem, GDPG, Op/Gdp, I (-1), OilP)
tJWE su=d) slussYl dslze LS (g 48 Co Wl Led] Jogs I g5lid) s 2log
Log (CE) = a0+ alLog (CE (-1)) +a2Log (ExD) +a3Log (FA)
+a4Log (Rem) +a5Log (GDPG) +a6DLog (Op/Gdp)

+a7Log (I (-1)) +a8DLog (OilP)

Log (CE) = 0.19+ 0.61Log ((CE (-1)) +0.16Log (ExD) -0.10Log (FA)
+0.26Log (Rem) +0.23Log (GDPG) +0.55DLog (Op/Gdp)

-0.31Log (I (-1)) +0.24DLog (OilP)

A wd) Olpsiall 332d) Hlasoll Clelre o al, a2, a3, a4, a5, a6, a7, a8. ;| Cu>
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Variable Coefficient t-Statistic Prob.
C 0.19 0.41 0.68
LOG(CE(-1)) 0.61 7.78 0.00
LOG(EXD) 0.16 4.90 0.01
LOG(FA) -0.10 2.28 0.05
LOG(REM) 0.26 3.56 0.01
LOG(GDPG) 0.23 9.25 0.01
DLOG(OP/Gdp) 0.55 2.71 0.01
LOG(I(-1)) -0.31 -2.41 0.05
DLOG(OILP) 0.24 2.74 0.05
R-squared 0.99
Adjusted R-squared 0.98
F-statistic 239
Prob(F-statistic) 0.00
Durbin-Watson stat 1.79

& Ol O (s (Adjusted R-square) Jusbl p—udd] Jolso Ol gdgeidl (0 iy

F-) dod Lol ) piutll & dlolodl Oolpsedl) (o (%98) 950 — punds dsnaize Al b Ol pseab

Ol sl Tao lged cib Prop (F-statistic) ddlexbg (239) yresd Cuily 488 (statistic

J19g cwlio z3gadl O (1.79) &y (D.W) Ha—udly -32310 Jolso Of LS Lsloas] 1o zdgadl]

W) psel) idisdly @8gzbl (p &8 (Systematic Error) uzg ¥ éas Lilas)
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LOG(CE) C LOG(CE(-1)) LOG(EXD) LOG(FA) LOG(REM) LOG(GDPG)
DLOG(OP/GDP) LOG(I(-1)) DLOG(OILP)

Dependent Variable: LOG(CE)
Method: Least Squares

Date: 02/16/11 Time: 14:56
Sample: 1980 2008

Included observations: 29

Variable Coefficient Std. Error t-Statistic Prob.

C 0.194579 0.463626 0.419690 0.6792
LOG(CE(-1)) 0.609955 0.078369 7.783100 0.0000
LOG(EXD) 0.163907 0.041927 3.909327 0.0009
LOG(FA) -0.104890 0.045862 -2.287075 0.0332
LOG(REM) 0.260207 0.073064 3.561379 0.0020
LOG(GDPG) 0.237693 0.025679 9.256393 0.0000
DLOG(OP/GDP) 0.550399 0.202429 2.718970 0.0132
LOG(I(-1)) -0.311640 0.128994 -2.415930 0.0254
DLOG(OILP) 0.240315 0.087618 2.742753 0.0125
R-squared 0.989679 Mean dependent var 7.011377
Adjusted R-squared 0.985550 S.D. dependent var 0.678555
S.E. of regression 0.081567 Akaike info criterion -1.925664
Sum squared resid 0.133063 Schwarz criterion -1.501331
Log likelihood 36.92213 F-statistic 239.7212
Durbin-Watson stat 1.789496 Prob(F-statistic) 0.000000

Sy (Stability Test) O3 o (o ST dawldll OlHLesY jasy shzh Eoldl pl LS

(Bias 5uol] 08 59 0Bl pabl oo g SLasYI I (o g3gadl] (Validity Test) ausdo

(Covariance J| doudg (%1) dewcw (Variance Proportion) Coicd) Jolzog T,.cw Proportion)

Jlsds las so gdgaill § lasdl oL &Ys oy (%98) gslus Proportion)

93

www.manaraa.com



6000
Forecast: CEF

; Actual: CE
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4 Included observations: 29
4000
Root Mean Squared Error 117.6776
3000 J Mean Absolute Error 70.09479
Mean Abs. Percent Error 5.155144
Theil Inequality Coefficient 0.033479
2000 - Bias Proportion 0.000976
Variance Proportion 0.015875
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