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Date: V)V/YYY Time: Y+:°A

Sample (adjusted): Y4AY Y. )

Included observations: ¥+ after adjustments

[Trend assumption: Linear deterministic trend (restricted)

Series: PCGDP TG S| X M ODA

Lags interval (in first differences): ) to )

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 100
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * CATT Y TYY.YVoA YAV £V )
At most ) * < AloYAo YY) Voo, yo. 00N NN
At most ¥ * CAYYVYY YVY 0.0t VIV VLAY
At most ¥ * ARRE YYY Yoo A ACYAL
At most ¢ * LYY AY.ATEY) YAV . ey
At most © * c.£4vave oy 41¢Y. £Y. 4yoYo )
At most 1 * C£49A49 IARERRE! YO AYYYY NI
At most V * C FOqEAY VY FTEYY VY oV VaA NN A
Trace test indicates A cointegrating eqn(s) at the .- ¢ level
* denotes rejection of the hypothesis at the .. 2 level
*MacKinnon-Haug-Michelis () 444) p-values
Unrestricted Cointegration Rank Test (Maximum Eigenvalue)
Hypothesized Max-Eigen c00
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * <A77 Y)Y AR AT °1.Y¥.014
At most ) * < AToYAo T.YE48Y 0. 094A0 YA
At most ¥ * CAYYVYY o, Yoo, £6 £9VY. BERRE
At most ¥ * ARRE Y4 YAovo FAXFY L CYAA
At most ¢ AT ¥4.49499) FY N VAYY COAAY
At most © cgavave YOTVEY Y YO AYYY) CYTA
At most 1 L E£9AE4 YV AYTAT YA YAV ¢ A
At most Vv * C¥oq LAY VY FUETY 1Y, 01VAA T

Max-eigenvalue test indicates ¢ cointegrating eqn(s) at the +.:° level

* denotes rejection of the hypothesis at the +.:2 level

*MacKinnon-Haug-Michelis (Y 4414) p-values
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Dependent Variable: D(PCGDP)

Method: Least Squares

Date: YY/Y+/\Y Time: V):+A

Sample (adjusted): Y3AY Y.

Included observations: ¥+ after adjustments

D(PCGDP) = C())*( PCGDP(-)) + ).V £0 - YYIY 4 YAX| (1)) = ) 4 )+ v 4FAY + £ £%X(
S)) 4 L FATEOTOYOY £V KM (=) + ). T TITY ) L AA*ODA(-Y) -
G EEVIAYE 0 VK @TREND(A ) - €7V VATV ) + C(Y)*(T(-)) -
VYTTOAYY CYTH|(-)) 4+ ) YORTT£0  ASTHX(-1) - 1,0V £3ATY ATV oX () -
VYTYATTETACVFODA(-)) + +. TEL AN YV Y*@TREND(A) +
YOXIYYV VYA ) + C(P)*( G(-)) - +.FYAATEFASY YVH|(-)) -
CAYTAYARATOTORX(-)) 4 ¢ IYTEATTYALY*M(-)) - + I FTYIATOETT
*ODA(-)) - +. )V AFTA T LAY @TREND(A+) - 1.0TT1ATY VY00 ) 4 C(%)
HS(-)) = YO VEAYFETEVEX(2)) - ) AFTYTYE)YFRX(-)) + €Y+ 0VTYAAATT
HM(-)) + +.0) 190 L YYTOAXODA(-)) - +.) ) 3TATeTY2) X @TREND(A+) -
er.veviyevire ) + C(e)*D(PCGDP(-V)) + C()*D(T(-)) + C(¥)*D(G(-"))
+ C(A)D(S(-)) + C(A)*DA(-")) + CO +)*DX(-Y)) + COM)*D(M(-Y)) +
C( Y)*D(ODA(-Y)) + C('Y)

Coefficient Std. Error t-Statistic| Prob.

C()) S VALY SRR LAY -y, 044v¢y CAYAY

C(Y) S F-N-1¥A CAVTTIA R ARFLT TS

C(%) CEYVARE NARCTR Y. £ViAoo Cavey

C(¥) N SRS CaYiovt SV ATYYY YY)

C(°) covvaty CYAEY LY y.vagoey LR

c(v) SeeavvE CAYYOTA SeeoNTY .q09¢

Cc(v) SV VEVAYA SARAREA] - AAAY CYEet

C(N) S A TEYY)Y CaTYesq S) YA BARLE!

C(%) S AREL Yo CAAYY Y «Aevi

C() « LV AABAY YL EAL SLLRFAL] SRR E-L)

cM) SV CAYYY CAV.eved S AT EY CoTYY

C('Y) CeEYAAE CaTAYLY Y YYYAAY AR

cOv) coeatany Caoaveny CAYLCTEA YV

R-squared +.V¥e14.| Mean dependent var REEAAA

IAdjusted R-squared +.284V14]  S.D. dependent var AR R

S.E. of regression +.+YYAtel  Akaike info criterion -V.aveyite

Sum squared resid +.+V4¢vel  Schwarz criterion AAINAR

Log likelihood 1v.eY. Al Hannan-Quinn criter. Ve Y

F-statistic V.4¢YY. Al Durbin-Watson stat Y. 0TA4
Prob(F-statistic) L oVAY |

Y4
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Pairwise Granger Causality Tests

Date: VV/Y+/\Y Time: )+:+Y

Sample: YaA: Y0

Lags: |

Null Hypothesis: Obs F-Statistic Prob.
T does not Granger Cause PCGDP A voeava L AAY
PCGDP does not Granger Cause T V. EYIYE CYEYY
G does not Granger Cause PCGDP A Y. AYEAY Ty
PCGDP does not Granger Cause G .Yaag cLave
S does not Granger Cause PCGDP A 1.6 YT
PCGDP does not Granger Cause S ATV CYYVRA
| does not Granger Cause PCGDP AR 1.000YY YLy
PCGDP does not Granger Cause | «.YoAoOA LYY
X does not Granger Cause PCGDP A » ) vaa AL
PCGDP does not Granger Cause X V.Ee£4n SRR
M does not Granger Cause PCGDP A °.yqeyy CYVY
PCGDP does not Granger Cause M CLYTYY RS
ODA does not Granger Cause PCGDP ) TYYYAY LYo
PCGDP does not Granger Cause ODA CAYAYY CrvY
G does not Granger Cause T A +.ovYoeq . gooY
T does not Granger Cause G V6T LYYV
S does not Granger Cause T ) CETY g L oA
T does not Granger Cause S Y.YYaay AT
| does not Granger Cause T ) ve04ve CAVAR
T does not Granger Cause | ). £4Y0V BRI
X does not Granger Cause T ) LYYy CAYLY
T does not Granger Cause X Y.YVevy Cvay
M does not Granger Cause T ) CAYNYY BZEE
T does not Granger Cause M Y EATY Y ER
ODA does not Granger Cause T A V.YAYD oYY
T does not Granger Cause ODA CYAEEY L0t Y
S does not Granger Cause G AR EAREY CAAYS
G does not Granger Cause S y.vavy. RN
| does not Granger Cause G ) CYVAEY BRVEL
G does not Granger Cause | AL Y
X does not Granger Cause G ) VL EEEYY L0).0
G does not Granger Cause X o AoYYE CaYYY
M does not Granger Cause G Y cyengy < 1400
G does not Granger Cause M o aYEV. BEAE
ODA does not Granger Cause G Y BN AR
G does not Granger Cause ODA L AYAYY CYVLY
| does not Granger Cause S Y L YVAVE VY
S does not Granger Cause | Y.40144 CAVYY
X does not Granger Cause S Y CYEYY. C oY,
S does not Granger Cause X BEARET L OYYA
M does not Granger Cause S Y oY VXKL
S does not Granger Cause M Y.cdA0. CIAY
ODA does not Granger Cause S Y e ETTA CAYLo
S does not Granger Cause ODA YEVYTA AL
X does not Granger Cause | A C Yoy CVYEY
| does not Granger Cause X YAYIY Cve
M does not Granger Cause | Y CYALAY C0EY)
| does not Granger Cause M AR Xy
ODA does not Granger Cause | Y o YA££) c e vay
| does not Granger Cause ODA .00 .0.04
M does not Granger Cause X ) Y.YYAYO COAYY
X does not Granger Cause M CEYET L0)0)
ODA does not Granger Cause X Y ve0)4¢ AV
X does not Granger Cause ODA BEED L 00\Y
ODA does not Granger Cause M A ). ravay < YOYA
M does not Granger Cause ODA YA .onay
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Abstract

Jordan like other develop countries need foreign resources to fill the two economic Gaps:
Import-Export Gap and the Savings-Investment Gap. These resources include Foreign Direct
Investment (FDI), External loans & Credit, technical assistance, Project & non-project aid,
etc..... However, Jordan's economic circumstances and political unrest situations in the
region reduce his attraction for investments. Thus, Jordan has to rely on the Foreign aid and
Debt rather than FDI and portfolio investments. The role of foreign aid always remains
questionable. Therefore, This paper is an effort to investigate the positive impact of foreign
aid (Official Development Assistance ODA) on economic growth in Jordan, which is
expressed as per-capita gross domestic product for Jordan (PCGDP), taking into account
some other variables, which is affecting economic growth, including: local revenue (T),
public expenditure (G), saving (S), investment (I), export (X) and import (M) through
inspecting the short-term and long-term relationship between and among these variables.
Using annual data, the study applies unit root test (Augmented Dickey-Fuller test, ADF), test
of cointegration, Granger-causality test, and Vector Error Correction Model (VECM)
techniques to inspect the relationships and the directions of causality, also the speed of
adjustment toward long-term equilibrium between the variables. The estimation of co-
integration, Granger-causality and VECM tests reveals that there is no significant direct
impact in short-term between foreign aid (ODA) and per-capita GDP for Jordan, or indirect
impact through other variables(T,G,S,I,X and M). Consequently, this study does not
provide much support for the hypothesis that foreign aid causes economic growth expressed
as per capita GDP. Furthermore; other variables(T,G,S,I,X and M) have no significant
short-term impact on per-capita GDP, Even so, there is significant long run equilibrium

relationship between per-capita GDP and other variables(T,G,S,1,X,M and ODA).
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The study recommends to work towards better management of foreign aid to ensure access
to greater benefits economically and socially. Also, the study draws attention to other factors
that hinder growth, especially foreign ones, mainly, world oil prices, as the oil and energy
sources are a major part of imports.
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