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The Impact of Globalization on Stimulating Jordan's Economic
Growth: An Econometric Study Using the VAR Model for the Period
(2023-1980)

Lecturer . Ibrahim Muhammad

Northern Technical University Administrative Technical College

Abstract:

This study aimed to understand the causal relationships between the variables representing economic
globalization and Jordan's economic growth during the period (1980-2023). The goal was to analyze and
assess the impact of globalization, represented by external debt and foreign direct investment (FDI), on
stimulating economic growth using the Vector Autoregression (VAR) model. The study reached several
key findings, most notably the existence of a reciprocal and significant relationship between external
debt and economic growth, while FDI does not show a significant impact on either growth or external
debt. Additionally, past periods of economic growth contribute to further growth and reduce debt,
whereas FDI shows persistence in its self-impact, and external debt tends to remain at high levels,

necessitating stronger fiscal policies to control debt.

Keywords: Economic growth — Globalization — External debt — Foreign direct investment.
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Phillips-Perron test  (GRO)
Intercept Trend and intercept
t-Statistic Prob.* t-Statistic Prob.*
Level -4.400194 0.0011 -4.332301 0.0068
1% level -3.592462 1% level -4.186481
5% level -2.931404 5% level -3.518090
10% level -2.603944 10% level -3.189732
Phillips-Perron test (f)
Intercept Trend and intercept
Level t-Statistic Prob.* t-Statistic Prob.*
-2.257434 0.1900 -2.222202 0.4657
1% level -3.592462 1% level -4.186481
5% level -2.931404 5% level -3.518090
10% level -2.603944 10% level -3.189732
Phillips-Perron test (f)
1st difference Intercept Trend and intercept
t-Statistic Prob.* t-Statistic Prob.*
-6.804407 0.0000 -6.734209 0.0000
1% level -3.596616 1% level -4.192337
5% level -2.933158 5% level -3.520787
10% level -2.604867 10% level -3.191277
Phillips-Perron test (E)
Intercept Trend and intercept
Level t-Statistic Prob.* t-Statistic Prob.*
-2.041884 0.2686 -2.354689 0.3970
1% level -3.592462 1% level -4.186481
5% level -2.931404 5% level -3.518090
10% level -2.603944 10% level -3.189732
Phillips-Perron test (E)
Intercept Trend and intercept
1st difference t-Statistic Prob.* t-Statistic Prob.*
-5.135122 0.0000 -5.091306 0.0000
1% level -3.596616 1% level -4.192337
5% level -2.933158 5% level -3.520787
10% level -2.604867 10% level -3.191277
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VAR Lag Order Selection Criteria

Endogenous variables: GRO E F

Exogenous variables: C

Sample: 1975 2023

Included observations: 45

Lag LoglL LR FPE AlC sC HQ
0 -500.0068 NA 1027099. 22.35586 22.47630 22.40076
1 -427.0319 132.9765* 59892.68* 19.51253* 19.99431% 19.69213*
2 -418.7246 14.03013 62151.10 19.54332 20.38642 19.85762
3 -413.1382 8.689935 73425.21 19.69503 20.89947 20.14404
4 -403.6002 13.56516 73738.27 19.67112 2123689 2025483
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Vector Autoregression Estimates

Sample (adjusted): 1976 2023

Included observations: 48 after adjustments

Standard errors in () & t-statistics in [ ]

GRO ED FID

GRO(-1) 0.576418 -1.149049 0.005659

(0.13438) (0.56563) (0.08965)

[4.28935] [-2.03145] [0.06313]

ED(-1) 0.014060 0.811066 0.005289

(0.01588) (0.06685) (0.01059)

[2.88529] [12.1334] [0.49922]

FID(-1) 0.032165 -0.729781 0.809001

(0.13570) (0.57118) (0.09053)

[0.23702] [-1.27767] [8.93664]

C 0.507838 26.93088 0.216379

(1.98954) (8.37409) (1.32721)

[0.25525] [3.21598] [0.16303]

R-squared 0.630779 0.824715 0.648191

Adj. R-squared 0.260603 0.812763 0.624204

Sum sq. resids 885.5933 15689.35 394.0999

S.E. equation 4.486326 18.88322 2.992794

F-statistic 6.521759 69.00646 27.02264

Log likelihood -138.0704 -207.0579 -118.6387

Akaike AIC 5.919601 8.794080 5.109947

Schwarz SC 6.075534 8.950013 5.265881

Mean dependent 4.752476 92.07681 3.811751

S.D. dependent 5.217373 43.63960 4.882035
Determinant resid covariance (dof adj.) 45271.51
Determinant resid covariance 34870.59
Log likelihood -455.3527
Akaike information criterion 19.47303
Schwarz criterion 19.94083

Number of coefficients 12
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Roots of Characteristic Polynomial
Endogenous variables: GRO ED FID
Exogenous variables: C
Lag specification: 11

Root Modulus
0.770381-0.077600i 0.774279
0.770381 +0.077600i 0.774279
0.655724 0.655724
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VAR Residual Normality Tests

Orthogonalization: Cholesky (Lutkepohl)

Null Hypothesis: Residuals are multivariate normal

Sample: 1975 2023

Included observations: 48

Component Skewness Chi-sq df Prob.*

1 0.129468 0.134097 1 0.7142

2 0.877898 6.165635 1 0.1309

3 1.540263 18.97928 1 0.0000

Joint 25.27901 3 0.6983
Component Kurtosis Chi-sq df Prob.

1 4.948543 7.593637 1 0.0984

2 4.833464 6.723178 1 0.5678

3 7.048463 32.78011 1 0.4679

Joint 47.09692 3 0.8754
Component Jarque-Bera df Prob.

1 7.727734 2 0.2180

2 12.88881 2 0.1600

3 51.75938 2 0.4759

Joint 72.37593 6 0.3628
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Response to Cholesky One S.D. (d.f. adjusted) Innovations +2 S.E.

Response of GRO to GRO Response of GRO to ED Response of GRO to FID
5 5 5
4 4 4
3 3 3
2 2 2
1 1 1
0 0 —egz——— 2 o
1 -1 -1
1 2 3 4 5 6 7 8 9 10 1 2 3 4 5 6 7 8 9 10 1 2 3 4 5 6 7 8 9 10
Response of ED to GRO Response of ED to ED Response of ED to FID
10 10 \ 10
o 0 0 v
-10 / 10 -10
-20 -20 -20
1 2 3 4 5 6 7 8 9 10 1 2 3 4 5 6 7 8 9 10 1 2 3 4 5 6 7 8 9 10

Response of FID to GRO Response of FID to ED Response of FID to FID
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VAR Granger Causality/Block Exogeneity Wald Tests

Sample: 1975 2023

Included observations: 48

Dependent variable: GRO

Excluded Chi-sq df Prob.
ED 0.783744 1 0.0376
FID 0.056181 1 0.0612
All 0.813782 2 0.0665

Dependent variable: ED

Excluded Chi-sq df Prob.
GRO 4.126809 1 0.0422
FID 1.632440 1 0.2014
All 6.331672 2 0.0422

Dependent variable: FID

Excluded Chi-sq df Prob.
GRO 0.003986 1 0.0949
ED 0.249221 1 0.0617
All 0.266772 2 0.8751
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