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Price and Income Elasticity of Jordanian International Trade

Prepared By
Bilal KarimHammad Al Shammari
Supervised By

Dr. Ziad M. Abu-Lila

Abstract

This study aim to identifying the price and income elasticity
of Jordanian international trade during the period 1990-2017. The
study used the appropriate statistical tests to achieve the objective
of the study, in order to answer the study questions and test its
hypotheses and then formulate the conclusions and
recommendations.

The results of the study showed that the value of the
income elasticity of imports amounted to (1.86%), This means
that the increase in income by 1% leads to an increase in imports
by (1.86) assuming other factors are constant while the price
elasticity of the imports is not statistically significant. On the
export side, the results indicated that the income elasticity was (-
1.79), which mean 1% increase in income leads to a change in
exports by (-1.79) with the other factor are constants, while the
price elasticity is inelastic of exports was inelasticity. The
elasticity of the value (0.29) was the results of the study also
showed that the value of export elasticity was inelasticity, which
is less than one, and can be attributed to the low volume of
exports.

The R-squared coefficient was about 0.96, for imports
function which means that about 96 percent of the total
differences in imports are explained by the independent variables,
while the R-squared for exports function is about 0.60, meaning
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that about 60 percent of the total variation in exports are
explained by independent variables.

The study recommended that attention should be given to
studying the relative prices of goods and services produced and
intended for export to the outside world, and the necessity of
reducing the relative prices of exports, thus increasing the
demand for Jordanian goods and services
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Chinn (2013) "Export and Import Elasticities for Japan
(1990-2012): New Estimate™
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Chinn (2005) "DOOMED TO DEFICITS? AGGREGATE U.S.
TRADE FLOWS RE-EXAMINED"
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LOGGDP | LOG (PIM / PEX)
LOGGDP 1 0.27
LOG (PIM / PEX) 1
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Breusch-Godfrey Serial Correlation LM Test:

F-statistic 0.065331 Prob. F(2,15) 0.9370
Obs*R- 0.172710 Prob. Chi- 0.9173
squared Square(2)
Test Equation:

Dependent Variable: RESID

Method: Least Squares

Date: 03/14/19 Time: 11:05
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Heteroskedasticity Test: Breusch-Pagan-Godfrey

F-statistic 1.439950 Prob. F(2,17) | 0.2644
Obs*R-squared 2.897298 Prob. Chi-Square(2) | 0.2349
Scaled explained Prob. Chi-Square(2)
SS 1.888009 0.1501
Test Equation:

Dependent Variable: RESID"2

Method: Least Squares

Date: 03/14/19 Time: 11:05
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Dependent Variable: LOGIM

Method: Least Squares

Date: 03/14/19 Time: 11:07

Variable Coefficient | Std. Error t-Statistic Prob.

C -5.749033 0.949101 -6.057346 0.0000
LOGGDP 1.863899 0.088608 21.03536 0.0000
LOG(PIM/PEX) 0.423499 0.406015 1.043064 0.3107
R-squared 0.964790 F-statistic 246.6103
Adjusted R-squared 0.960878 Prob(F-statistic) 0.000000
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LOGWGD LOG(PEX/PIM)
P
LOGWGDP 1 -0.24
LOG(PEX/PIM) 1

EEVIEWS claia e alais Y Ealll dae] ; jvadl

A Bl LIl £, %0,V

On I Bl)) g ae (e SEN Breusch-Godfrey ladl aladiu) o

colS s AdlanY) Gad PIA ey (V) b 20 e s olhadl)

) aaal) Aumh Jod S Cus elladV) I3 Il asmg pae %0 (e S

3sas Abadl Byl (mbys , eladY) w3 Bla) asmy pe e pan

cellaaYl o i3 Ll

A Bl Y LR gl (YY) J g

Breusch-Godfrey Serial Correlation LM Test:

F-statistic 1.142771 Prob. 0.3436
F(2,16)
Obs*R- 2.624827 Prob. Chi- 0.2692
squared Square(2)
Test Equation:

Dependent Variable: RESID

Method: Least Squares

Date: 03/14/19 Time: 11:08
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oalad I %0 e S) il ally Aygiaall Aad PR Gy (VV)ad) Jsaad)

Okl Gailas e at A Dnedal) ducail) Jol an bl eUadl) oplal
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Sl pailad LA gl () £)dgss
Heteroskedasticity Test: Breusch-Pagan-Godfrey

F-statistic 0.457184 Prob. 0.6402
F(2,18)
Obs*R- 1.015194 Prob. Chi- 0.6019
squared Square(2)
Scaled 0.316179 Prob. Chi- 0.8538
explained SS Square(2)
Dependent Variable: RESID"2
Method: Least Squares
Date: 03/14/19 Time: 11:02

EVIEWS ¢y Aa o aldie Yl dald) dae) (a : juaall

ala @bl Conual saiall lasiy el S 3bdl) hLaaY) el g
tAahall z3sai . alaill
Ml 23 saill delua 3 A6l il e o DU
ex
logex = B0+ B1logwgdp + B2 logzi—m + €
X=F(WY,PX,WP)
leie JS o G
'Q\JJ\..AE\ é)\r—)ﬂ :IogeX
(gellall (a8l 3y e sl logwgdp
il sinsall sl e ol jaball Sl &5 jle o Jog B2
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Lgpe il as dua Laba®V) dpeill (8 Lge Dsd lasee  pauaill
Cune S alaaly Baald) olall) 8 Aaliy Al Blall & endly Ja
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daall Ao ye oyl LalSy (daally padl 3 chaall Qilie llall dasload (ubia
S8 O Agal) Aleal) dad pmids gl by tchaball e k)
iy Aped) dgyell Cmal A L el @ldle e 6 Al
el (e Alaall Zed mids U1 4 Gasill Aege clplall Lo lball
.l
S sl i aied cchliall Alle Al A e Lo aly a1 4l LS
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LdlaaY) Aed il Cus Lilaa) Logiee e il cillall djeud) 43y 5l
b WS aaldll e JB g (¢, Y9) Agall dad il Cum Aipe g ()Y E)
e Bl 8T s o e Lee 4,10 s (R-squared) wasall Jales
as WS Al Glpatidl 8 e ped Ghaball b palady) )
Aglian) ANS A SN #3al) G v e e Y AW F o dilasy) dedl dllas)
SN e JB) e

dantial) jlaadV) ailis (Y 0)Jgan

Dependent Variable: LOGEX
Method: Least Squares
Date: 03/21/19 Time: 13:36
Prob. t-Statistic | Std. Error | Coefficient Variable
0.0000 6.818293 2.627742 17.91672 C
0.0004 -4.388761 0.400671 -1.758450 LOGWGDP
0.2440 1.204616 0.244076 0.294018 LOGPEXPIM
13.55938 F-statistic 0.601053 R-squared
0.000256 Prob(F-statistic) 0556725 | Adiusted R-
squared

EVIEWS ¢l ha o aldie YL dald) das) : juaall
@) Ay Lum dll sl A e (MLC) il Jli e Dajd slaal 1l
Adalaal) 02l B gall ) S sl
Ho= | B[ +] B2 [> 1
ALY 4 punallt da adaind addi A yill o2 L) Jal (e
~_Vﬂ-|— ~.Yi—\
t = = —)
1/~_~-L+ h\-L
‘;\gquy‘éjﬁsﬂ\q)ml\)wu'au&\d DMTMJM\@*LSQAQ%}
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