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Unit Root Test
Level
Variable
T t: Z () Z (tr)
Level
GR -1.7895 -2.8066 -1.6684 -2.9271
X -0.5741 -2.3678 -0.5036 -2.3678
Xn 2.3929 -1.2180 -0.2294 -1.7382
Xus -2.1790 -2.8837 -2.1092 -2.8632
First Difference
t, t Z (1)) Z (t;)
GR -4.9238* -4.6255%* -4.9436* -4.6891*
X -4.46952* -4.8169* -4.9821* -4.8186*
Xn -3.5155%* -3.3837%*x* -3.5911%** -3.4726%**
Xus -3.3530%** -3.3050%** -3.3404%** -3.3866%**

Notes: The t and Z (t) statistics are for ADF and PP, respectively. The subscript x in the model allows for drift term

while allows for the drift and deterministic trend, and the critical value obtains from Mackinnon (1991) for ADF

and PP. Both ADF and PP tests examine the null hypothesis of unit root against the stationarity. The following

notation applies: GR denotes gross domestic production growth in log form; X denotes exports of Jordan in log

form. Asterisks *, **, *** represent 1%, 5%, 10% significant levels, respectively.
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L Q.:;..;(Long-Run Relationship)
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Johansen Cointegration Test

Hypothesis Dependent Variable GR
Null Alfer. Tra.lce. 0.05 Critical Max-?ngen 0.05 Critical
Statistic Value Statistic Value
r=0 r=1 17.007* 15.49471 16.956* 14.26460
r<=1 r>=1 0.051020 3.841466 0.051020 3.841466

Notes: The Asterisks * represent 5% significant level.
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Error Correction Representation for the Selected ARDL Model:
Short-Run Estimation""

Regressors Dependent Variable is DGR

Based on SBC Criteria

Coefficient T-ratio [Prob.]
ECM (-1) -0.5213 -5.1433[.001]*
DX 0.2597 4.5258[.001]*
Dum 0.0241 2.0479[.071]#**
C 1.1313 4.9425[.001]*
R’ 0.7976

Diagnostic Tests

CHSQ [p-value]
h-statistic -0.3716 [0.710]
A: AR (1) 0.3752 [0.540]
B: RESET (1) 2.2860 [0.131]
C: Norm. (2) 1.1715 [0.557]
D: Hetero. (1) 0.0692 [0.792]

Notes: The t-statistics are represented in squired brackets. Asterisks *, **, *** represent 1%, 5%, 10% significant

levels, respectively.

A: Based on Breusch-Pegan test of residual serial correlation

B: Ramsey’s RESET test using the square of the fitted values

C: Based on a test of skewness and kurtosis of residuals

D: Based on the regression of squared residuals on squared fitted values.

Liages /\+ Lisiae aic (Significant)
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O & golansyl
les {eAY) Lagall Laadall oI
S0 Y 8,3 s psball o e

(o laayl ol w3 3 gl
ODEY0NY) o Jelaall a3 oy
(QIZ, slasl it Lowally o) Wl
sl @l sl e JUSFTA)
seidedl DA G pualally ey
Lgire Gad cilS U (DUM) ol

S IS 6 sl () A Js¥) A SAT A el §hpally Sl oY Dl (V)

el laall @by el bl

Jsaadl 5 o ald BuShe sk (1) Gl Zas S Dl (V)

]



LY plall L sal Unl

(World Bank, ulaodl ol julal /Y€ =
LaadY oljubatd o Gun Las €2004)
sl e sgane LI claswially
ShUal S5 Lol oS guloatayl
S danll oy e dlagal duclial
b Ulanll G /70 Jsa o Sl o
ain 7V Hms () Jsom) Lol e
A") i ot gt il Jinars sblas
BES PRty | ENENU P e (RN PR
5 8 b8 o5 ey (World Bank, 2004)
A8 e la gudally Land¥) ol jule

gdne 51 g Jlaull

a1 Lo 530
Long-run Relationship
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T des
Estimated Long-run Coefficients for Growth Model

Dependent Variable is GR

Regressors Based on SBC Criteria

Coefficient T-ratio[Prob.]
X 0.4983 9.2600 [0.000]*
Dum 0.0462 2.6467 [0.027]**
C 2.1701 13.3232 [0.000]*

Note: Asterisks *** ** * represent 10%, 5%, 1% significant levels, respectively. The following notation applies:

GR, gross domestic product; X: Jordan exports of goods and services.

[va]



sseluaal lasls

Saalall oY J Loa ¥ ol ulal
Ticliall 3hliall DA Go o8 LS ,0Y)
B Lam ) Jaal Gl QIZ dla gl
(Barry and{aslud) ol ull ~5l55,
oSl Bradley, 1997; Doyle, 2001)
Sytleall Ledn¥) ol Lanay sl o
Lelial Liw il s 3205 (FDI)
«(Export-Orientated Indlistry) L paeail
Oy o bai®) paill 8 sdlie 50 Leds
il L ol Jd kil Ui
o il 3 Aagall Leliall puall 3
Sia a3 ooy Asa¥) olulal suly
ks 20te Loas o1y (guluaa¥) pail
clebiall Llaoll Blaall Loadll sl

Lyt

Stability Test 3 gaall  Eiuy) Hluisl
ohi aals Leo maaly s LS
Yeeo — VAR el 5l ull
LIS & &gan (o sdall elld ediung
(Structural l_i_lS:\_m i P c_a_:'uAT as
) a5 3 Leo «obladl ;& Changes)
) ol 8 aae s e
ol o1 e us<tally
E;‘l a5y oo Lyl sia o8 Loadliiual
sl aladiad Go Y des S i
Chow test Jie el dowliall &l ,LEAY)
‘ali il .CUSUM and CUSUMSQ i
Cumulative sum ,L3A) aludiul GBaL
Cumulative sum squarey (CUSUM)
Ousaly Oyl iy da il @ (CUSUMSQ)

Lo el 3 falull il oluital
Loy alpulbadl Jolas of ARDL
Lsine dajys die (s gimay (,07) e
30 el sall s 53 e¥1 say o)
ins Lebm sy 2,81 o puleall & a5
Y S lat®Y) paill L,
silly (DUM) 3l sl puiiall doill
Sie Lgiaay (50 V71) Lage dolae o<
5 o5 Tl sag /0 dusine T
il Lagall BlaYT was dou,¥ &l el
sl 3L Jal e leale slaie! oS
G oosla Lo g LA 3y golaisy]
e 098 s O oS Lokl
(salai®¥) paill dace by § ol julall
Lo o Lyl sia do anud olliS
Llys Jho cladyull aas A alng
Slslall o e (Yoo 8) sl elid
el lae pis 3 apd Lol
Zoill sia o ) BLAYL golasyl
a5 il laall (3 e pnaS
S s Lals Al Lou,¥ el julal
Sl P Jlaal aal g3t
oo Lo Te sms ell Liag 3,adl
Sl ol 5 el ehulall sa
IV Mo Lyl SIS illy aadl
XY e YA S
sl o LAY s LIAT 13
Aajal Leliall Suall 5 plaal
5523 daeliall Gaunll Lose Lualds
abane o< 1kasy OV Lial o lany

ST S o i LI (VY)

]



LY psbald Zoyal sl

Lolal s Ll olia o cuolady!
(Long-ae¥) dish olalaall 805 o
(Short- ue¥! 3,183 run Coefficients)
S o lld s crun Coefficients)
Sar @ ey Bale b G lia

Granger Causality Test dasswll LA
Lol LAl s el
IS o (Granger Causality Test) ol ol
lsball o) Wa¥ elulall g
Loa,¥1 olyubally (saadall oYl
sl 580 U LS 50y Suadall oY U
ool IS 3 oulatsYl sail Lo
sladls Lu ¥ el juball o Lasdl
b ol alyulall o i<y ¢ gatll
Jals dba Lualy cgaill slasl Buadall
Ladle 8 LS Loue Lo wsay (e
(V) douad) 0e
| F-Statistic an3 5ais oliS
Slpole (e 4ais Lo B ssay
Sl Al daadiadl oLyl ou,Y)

o JS a8l JBrown er al. (1975)
Pesaran and Pesaran (1997) (paialall
a2, 9 .Bahmani-Oskooee and Ng (2002)
1a 3 clLaaY) aal aal sLaay) lia
nat ol s GY iy (Yl
wwlbbad) 3 [ s T oy leay
Upsb clabrall alawaly S8 (saay
§mad o (Long-run Coefficients) ae¥)
LLaYU «(Short-run Coefficients) ao¥)
loLEAY) aal e LLEAY) 13 o
(ARDL) LA daalinally dosdiiall
EINIRU PSP PRECN |
G SN S T = R
o) 4] «(CUSUM) and (CUSUMSQ)
(Structural  A<oa ,uais gi Jlia
= 3.4.\&1_“;.“ oblull 8 Changes)
L ol DA G ells iy el
Lalyal s zagaill & bl JSaoll
Wpiad (aiad) b o Doyumns
(CUSUM and CUSUMSQ ¢y Lz
Lsine die ggandl sda Hylad Al aly
Sl sl i e 52 LS (79)

- New . R . % O . N 1 ..
U‘JJL‘A R YJ :6‘);‘2“ JJ.A.L‘ uJ\)}” u:'._\_A O LAA_J‘ (G La< :(/\)
A s
Plots of CUSUM and CUSUMSAQ) Statistics
Plot of Cumulative Sum of Squares of Recursive Residuals Plot of Cumulative Sum of
1.
14
W = == ================-==—=—===—====—=-=-=-=
00 W
oo T 1d | qsm s | 1B | 00 | 2 2 et T e T e
The straight lines represent critical bounds at 5% significance level The straight lines represent critical bounds at 5% significance level




sseluaal lasls

Y dgsa

Granger Causality Test Results
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Gr does not Granger Cause Xus 0.18966 0.66902
Xus does not Granger Cause Xn 4.96195 0.04061 Xus Xn
Xn does not Granger Cause Xus 0.07474 0.78805
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ABSTRACT

THE IMPACT OF JORDAN-USA TRADE AGREEMENT ON
JORDAN ECONOMIC GROWTH: AN EMPIRICAL STUDY

SULEIMAN W. ALMASAIED
Alal - Bayt University

We investigate the empirical impact of exports from both Qualified
Industrial Zones (QIZs) and Free trade Agreement (JUSFTA) to United States
of America (USA) on Jordan economic growth. At the same time, the
hypothesis of "export-led-growth" was tested. Both short and long- run
movement of the growth process are modelled during the 1990-2005 period
using the recently developed autoregressive distributed lag (ARDL) approach.
We find evidence supporting the existence of weak positive impact of Qualified
Industrial Zones (QIZs) and Free trade Agreement (JUSFTA) to USA on
Jordan economic growth. The weakness of this impact may be due to the large
share of (QIZs) exports of clothing with a low value domestic added, which
correlates with a proportional, greater increase in imports, thus causing negative
impact on the measure of GDP. In other words, the "export-led-growth"
hypothesis defined by Shan &, Sun (1998) is empirically supported. We interpret
this as evidence in favour of the expansion of the export sector, which can
directly accelerate economic growth. Therefore, the decision-makers should look
for alternative policies to strengthen the link of QIZ and JUSFTA with other
economic sectors, in order to maximize their benefits.
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