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Abstract

The main goal of the present study is to analyze the relationship between the
budget deficit and the growth of public debt. It also aims at showing the
contribution of the current and capital expenditures of the central government on
the increase in public debt and economic growth in Jordan during the period
(1990-2018). The results of Bounds Test show that there is long-run relationship
between budget deficit and public debt. The causality test indicates that there is a
unidirectional causality from budget deficit to public debt in the long-run.Using the
autoregressive distributed lag (ARDL) methodology, the study found that the budget
deficit has a significant effect on the public debt, which suggests that the
government total revenues failed to cover the increasing governmental
expenditures. As a result, the budget deficit increases in Jordan and the use of
borrowing arises so as to cover the current expenditures.

Using the FMOLS methodology, the study found that the change on the rate of
public debt is more sensitive to current expenditures than to capital expenditures.
Moreover, elasticity of economic growth for current expenditure is higher than
than its elasticity for capital spending..

The study recommended the need to focus on the capital expenditures more
than on the current expenditures and public consumption to sustain financing the
budget deficit at the national level. In order for debt to be sustainable in the long
term, the study recommended that current spending be financed through
government revenues, that it be subject to economic feasibility standards, and that
unnecessary spending be limited, while public investment should be financed
through borrowing.

Keywords: Budget Deficit, Public Debt, Current Expenditure, Capital
Expenditure, Economic Growth.
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86.52442 | 24079.4 | -3.157 -878.6 27,829.6 | 2016
88.00280 | 25435.8 -2.588 -747.9 28,903.4 | 2017
89.71592 | 26900.6 -2.427 -727.6 29,984.2 | 2018

Ailan) bl 5208 ¢ S Y) (el @il 1 jaad)

44



250,001 3000000

25000004
200,00

2000000

150,00

Public Debt to GDP (%)
Public Debt (Million JD)

15000.004

100007
1000000

o711 1 T T T T 1T T T T T T T 00000~—T — T T T T T T T T T T T T T 1
1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 1990 1992 1994 1995 1993 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018

year year

«(TD_GDP) ey (Aaal) guibill disasis (TD) plal) eyl ok (2) IS
2018-1990

Csile 5802 (e OY) (b olall cpall pas g Uiyl (1) dssall Cow Lol dga Gas
0o a2 lls (%8.9) Sre (s sai Jarass 2018 ale 26900.6 523 N 1990 ale Sl
g VL @iy Wl Y] 2008-1990 55l Dla cumeas) aipes of V) alall Gaall ana Hile
Gy 2018 ale Ailgy Jaay) ) il 000 /89,72 sail cilimy ia gl el i
e e ol ) Eadld) daubdly Al dpladl) claall S gl 1
ahts) g gl b bl Tadill jlead Uiyl eyl (g (s 2011 ple die 33)V1 sLaBY)
CNane aalp dlld ) Gl ddiald (sl egallly (oyadl gall s ¢ gpaal Slall 4
. 2018 ole 87459 1) 2008 ple 5772 (o (s3laiB¥) sail

2008 ale 2o dalis dalall Algall Jae GlXSy calall pall ¢ Uyl (Gas Lae raaling
82 Fanas 5 Aalics Ao gSal) p1a3iuls 20105 2009 ploe) b dalag 85l 038 Cujud Cum
Dla o liid) @l Jigar ) ZagSal) dagiy clial) soby A e L@y Jnniis )
g f e Jsmanll 0o LeBIA (e G0V (K0 ranaal gral s (i dagSall Caald 131, ial Y
Glerall e &l JEY) e il & Craalu (9aT Adsy (g s Jsall i) Gstia (se

Agalall
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2018-1990 85l DA 53,¥) (b (ol sailly alall cpally ABloal) Jac (pn 38Nal)

Lghlall (mge cpall Do ccuhll wse Jgrw cagla L?A:. ol ales

AL z ALl (gt Uy

dsads casSall B! 1 lats calad) coally d5lsal) Gae o A st gy

g ¢ galeai®) sall ey Jlaal) Asall @l ) ool L e ey (g)lad)

Cun calad) aall (5580 giall Guld Lo Jually (1944) ole DOMEN 85k = 35a3 dus)yll
rus el DA (e abisa g Alsall Jae o (b

=D,

~D,_, e (1)
Or

Fot+nD._,

= Dr

-D._, e (2)
Or

D;

=R +(L

10,y e (3)

Ty g disied) Opall Dy ¢ daladl clahy) Ry o( sl clinl) bl Glay) G, dus
e lagyhe dalad) claall o Hle s SV Saall P ot el B sl Jae
(B = G — Ry) Adall Clalyy)

sl ) ol @l sa dae Glo adin o) Jadd) @l of L
1) ¢l

V;=01+g )V,

t ) il e (3) a8y dalaall A2 bua sale) oS 1

D =p (1+rrJD
r r+]-+ﬂr -1
P G R
Prz_fz_f__f
B K
=y~ 1 e (4)
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sall Jana cp Boadlly V) Saall poana sa sl jgje ol Bl o
G 83 () Ol Bl Jaeay JaaY) sl il i Jane (g5l Lavics 53501 Janas
Aaall ol ga 33 Jaea jolas 13y o oY) Saal) WSIA1 dai GsSin alad) o)
L) Saal) (ssine e ST (OsSa cpal) daea) o Jlas!
t0sSom 0l bl ) (535 53 Y1 aall (b tailes
P
G 1h
(1— Dy -
TG
Miieng bayla Duxie gaill Jara O ¢ gaill Jana (o lef 5250 Jana oIS 13) asla 1A
2 ) el s i e Aadladll o pads ey 4ild ecilyally Hlall B e
i paid o oo ) Ayl L 8l ok oo il ol Alg DA e el
Jaear ol e g pabdis Dypcpall duws b (Gl Lol s dasSal) culS 13 . 3lasY)
(%)
T litg
cpdll Aot (Ko asld T 58 e e Aol gy alai@®Y) gai Jaee €13 L
Ll Jae e Plad Lagall culS gl s lgmin o JaaY) sl il ) slad)
Saall G ) (Gy) sasSall Gl el amdis DA (o Galaad) Jalail) auasing
sais Alaall a5 giie paaie Jleabll GY) oF Galiily ¢(Gy) @l GWsyls (Gy)
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IS ageasy giia e D 2y (lall GY) e SV iadl oy e ) aall gl
s s (2;) Saa¥) Aaall w3l i Jana o bl - (galai@¥) saill ujai 8 353ne
ol DA e gl A b N Jgeagll oS aild ¢ Jlaudll BB s
09 Hlea¥) Aol il Y alad) Glay) Mas) Zas Jh Ly caledl Gl clisSe
el st e (A Osaall s Al hainls puiy sad slue (e SlaiBY) Jisy Jllg ¢ s
t ) saall e Al a8 vy 1L 00 Gady il e

AD,

=Yt Ya—n
(ﬂr{}’Lr] + rr)
ol P L

1+g: (i)

Gl G A Var ¢ Jaa¥) sl @l ) el @iy s vy, Cus
LY sai Jare o8 8 (¥ie) ¢ Slaa) Asall il ) dllendl
o) Jalatl) il

ool i g By Aaalis Gl aled) cpall lealy Ajlsal) Sae o 2D sl
Dhad) it Ll Gus Al cihatie 0sSu g2 e capal e Y fgala®Y) sailly
ve ¢Sl BD; &lsall e of ¢(2) Jsan b adalill Uiy (ADF) mesall loi— S
%5 (ssiwn e Adgaal) il e S Aiguad) Jlgim S ded Cus olevel) (s
Jilaall 1(0) sgisall G el (sSu pam el Al Appall Lcajdll (b S ades
Ry dalall <ol Y1y GDB goba®Y) saill Jaras TDy alall coall i of il el
((level) (gsiwd) e ASle e lgraen G Adlaullly G, Aulall cilailly G, dalal) claailly
LS ¢1(1) Y il vie ASka lgasen sl o(first difference) Js¥1 Gyl 38l e
+(3) ol B (e o

(7
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(At Level) ggivall tic sangl) jia Lol milli (2) Joa>

Null Hypothesis t-Statistic Prob.*
has a unit rootep , -4.279803 0.0111
has a unit roottn , -1.587906 0.7721
has a unit rootGoe, -2.478965 0.8147
has a unit rootr, -2.624563 0.8245
has a unit rootc, -1.914563 0.7954
has a unit rootc, -2.012456 0.8024
has a unit rootc, -1.895412 0.7843
Test critical values: 1% level -4.323979
5% level -3.580623
10% level -3.225334
*MacKinnon (1996) one-sided p-values.

(At First Difference) Js¥! @al xie sasgll ,ia JLIs) gl (3) Jeaa

Null Hypothesis t-Statistic Prob.*
ATD , has a unit root -3.913321 0.0254
A GDF, has a unit root -3.21456 0.0403
AR, has a unit root -3.67458 0.0151
AG, has a unit root -4.01914 0.0001
AG,1 has a unit root -3.32547 0.0395
AG, has a unit root -3.72145 0.0074

1% level -3.699871
Test critical values: 5% level -2.976263

10% level -2.627420
*MacKinnon (1996) one-sided p-values.

49



2018-1990 55l s 53 b (sl sailly plal) ually ASilgall Sae cp A8Dal)

Lghlall (mge cpall Do ccuhll wse Jgrw cagla L?A:. ol ales

2018-1990 83il) 33 ) (B alall cpally Aijlgall Jas (o ABlall sl il Yl
Sae o ey calal) cpally dslsall Dae (guiial OsSull sangll s Las) ehal e
Dls) ehal e 2 Y oedgY) Gl e oSl alall ol Laiy (sl die oSle A3))sal)
O fgsiaal) die aladl Cpall S aae (e a2l cpad)l Jelsill (Bounds Test)
e Bl dad 35as (4) dsaad) Cans - Jashll JaY) (8 LLlSE Do Lagiar 16S O (Sl
Gsta o dadall Jalall Y e Gagatie dsay ) pds s el Jalall J8Y)
e die Adgall dedll (e ST (Bounds test) [loa¥ Ligesd) @l oY el
JaY) Al Al agag ) JalKall ladly bl §sSe il K5 iy (%5 digine
O @l sl san @i Al agagy (oY) A plad) Cpally Alsd) ae O

ae s pladl ually A5jlsall Sae & el
g adall Jalsilt (Bounds test) Lod ailis (4) Jes

Value Test Statistic
9.938842 JsY) z3sadl »
F-statistic
13.08133 Sl = 3gall
Critical Value Bounds

1(1) Bound 1(0) Bound Significance

5.73 4.94 5%

7.84 6.84 1%

Dlasl ahadial ) esalll 5 calall cpally A5sall Jae o danadl 2L ol aaaly
Lsw ADle gay HLoaY) milw xSl ¢us (Granger Causality Test dull jaie
clabayly Aelal) i) Ga Gl o @l aladl cpall I &lsall Gae e eladV) Al
iy Jaly alad) coal) Cuew (63 2 A5leal) Jae of (gl cdalall A5jleall B hac aasy dalal)
Qusais yaadl Glld ddasnl L)) i aa ol (g @l DA e ol 138 Qisal fon b
B ralls 13 Y Al Jlas) @S o ) Ls BLEY) Sty AslaeY) duesSall Al

cggindl 5V agag

gisalll ciial el Ay LA @il (5) Jsas

Null Hypothesis: Obs F-Statistic Prob.
LOG(PBD) does not Granger Cause LOG(TD 28 0.44161 0.7259
LOG(TD) does not Granger Cause LOG(PBD 2.53559 0.0874
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Dl Ay aladsaly ) s 5 calall cpal) Jlaa] e &3lsall Sae AT bl
s « Auto Regressive Distributed Lag (ARDL)  dejsall diajll cilgnall 1A
;Y J<al b

ATD,= B+ Z B, &TDt__+Z B, ABD_+u;
i=l i=0

Bsa ‘t;'.“).“ shlall Gfyé e m 9N *J.z.“ Al TD cdajlsall ae BD :éus
Lol T claal) an U clapas oy cdlalas

ek i alad) ) laals A55leall Gae (g ABa) it w30 (6) Janl sy
& il sad) e el 39as (na (COINEQG(-1)) Wadll aa Jales digina il
Cage Ssina il glad Jishll Ja¥) Aslee W 2.9402 ) Jesd Aoy skl (sadl)

O 8 plal) cpall e djlgall el
(ARDL) 4s)sall dsiajll cilsadll (S0 jlasi¥) g igad diijhy pall) milii (6) Joaa
ARDL Cointegrating And Long Run Form

Dependent Variable: LOG(TD)
Selected Model: ARDL(2, 1)
Sample: 1990 2018

Included observations: 27

Cointegrating Form

Variable Coefficient | Std. Error t-Statistic Prob.
DLOG(TD(-1)) 0.038006 0.230795 0.164674 0.8707
DLOG(PBD) 0.022744 0.008267 2.751030 0.0117
DLOG(PBD(-1)) 0.000968 0.007874 0.122977 0.9032
CointEq(-1) -0.029402 | 0.010708 | 2.745844 | 0.0118
Long Run Coefficients

Variable Coefficient | Std. Error t-Statistic Prob.
LOG(PBD) 1.049566 0.078575 13.357547 0.0000
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A5 s s gl g i) Gl e Bagane 538 4l a1 of Jsil (e 1Y
Ol Allb Agalsdd Y alasiad wis ) sae gl ) ol Laa el & 3k
clleaY) aall ) ) cpall dai L)) ) ool Laa
asSal) (a8 Bak b Adlan )l caliially dulad) cilail) daalaa (saa quilis :Lill

Sba®y) galll jéag

alad) cpall bt of gl ekl cchuriall sl saagll jia lal eha) s
e lgman Apylally Adlendyl) culailly Aalall ey dalall ol ly ol gaill Janag
LSl gasen vl (first difference) Js¥) @l 321 aas ((level) (ggiea) 2ie 4L,
Flsd lme il coelil Gus cghalall @l e jlaal 80N (L) JsY) B xe
el shlall @l B sl o (SIC) (Schwartz's Information Criterion)

LOliey a8
Shlal) ) s e @il (7) Jeia
Lag LogL LR FBE AIC sC HQ
0 -262.8152 NA 555.8654 20.1546 21.1387 19.2145
1 | -256.4001 | 60.9302 | 540.2970 | 18.2179 | 19.4611* | 18.7842
2 -208.2294 45.4104* 254.6322* 15.7493* 18.5141 16.2145*

i) shalall 5 ) s *
& dpddl Jasall (Johansen Cointegration Test) (swilass ol maags
Jshall Ul 8 dudad il agng e chiia) C @l de JalS5 35a9 4(8) &) Jsand)
OsSes @l 8 @l il Hgre pe diSle Aadgll 220 (5SS Camn Auhall Clysie G
e .z 3salll cihrie cp Jal) dligh 3Dle a5y S lpdal) JalSill ladly cblyl)
@l oe @l dbail @l s @Al e A il sa cibuid) s Al say e
O Wld e z3sall Chyitie e sitie JhEAY s33e dubi (6 Gl Jll (A85e darea
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il 3 cdbaaill G of cdaghall Ja¥) L 6aY) chuid) Glisies bl b aelas

(Johansen Cointegration Test) ¢iduall Jalsill § guilhga JLId) mil (8)J g2
':l)g?%tfhésézéf Eigenvalue Trace Statistic 0.0i/glruitemal Prop
None* 0.75456 71.5475 47.7845 0.0000
At most 1* 0.47475 33.3254 32.6547 0.0174
At most 2* 0.31547 14.1452 20.5124 0.0801
At most 3* 0.14124 2.2145 3.78451 0.1245

oSVis sasSall Gl Y1 5aL5 b Allend )l iy dulad) cilial) daalioe (520 Ol

LS dasadl olaeY) (grall Clausall damgia cawn (7) a8y dslaal) 508 &5 caladl ol

&t 30l =l ) dagill 3 85 (Fully Modify Ordinary least Square (FOLS)
-(9) Jsaal

Fully Modify LS dasaall 4aliey) Gpuall claall diyhas pafil) @il (9) Jos
OLS Estimation

Variables Coefficients t-Statistics Prob.
C 0.279 4.351 0.0001
log DG, _, 0.029 3.215 0.0019
log G, 0.284 5.962 0.0000
log G- 0.003 2.745 0.0118
R® = 0.802
F = 18.454
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U Gplin ST cpal) dans (8 sl o a3l (9) Jsaall B Al il (e
Gl lal) GUDL Laalls Gl digyed . log Gy el GliY) (e log Gy g)lall
-(0.003) @il Ally Lues daidial) Jawhl) G cpall dig5e e ST a5 ¢(0.284)
Apla @S aladiu) asSall cpll g Y gl b almed faw Lo Glly Jalg
=LY (s5ine g i) e Agguall & cilS glal) @Y1 & 5L ol cple Dlgls,
Al 58 Pla )Y

Ol L F ol log DGy s Asall gl Y cpal) das sl g

il (ginag inse Al dgng il Cuyell Cua ¢ oual) il Adla ciladsl) e Al

G el S Adlal) o) B o e 13y ) sl il ) cpal) s elda)
Al GleS) Al egua

(oasSall Gl dalxin) o Lgiyay (A Y] A5led) Gae Jisad dalvia) (530 Glaly
sl saill 33e il Al 05 Lavie Lhtiees aay (asSal) Rl of ) BLEY) e A
38 0l Jpaal) casSall BUY) e adipall saill (05 o oSa 13 520 Cileshne e
LY Bl ) Aledl 3 (535 adipall sl oY by (yal Y (e il

(el GEY) @l UL Ll (alaBY) saill dige (10) Jsaadl g
Saabl G A5 30 e el 25 (3.212) ol G sai digye of ikl ek Cus
S Sl Db el @il ol Lobady) Lkl safias e oo 13 .(0.011)
oY) e SV Aatl) (s 2o Egun Lo clld Jaly L gylad) Gl e (goleai) saill
sl 33me db Al gl la GBS Al DlE) 8 adaiind S ) (B asSal
Byls alal) Hlénal) 5ab) b e oad oSV ¢ Caelaadll il DA (e (sl
SRV
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2018-1990 85 ¥4 ) (B Mandlly Gladl BN saLaiBY) gail) Aigsa

Variables Coefficients t-Statistics Prob.
log G, 3.212 6.546 0.0000
log G- 0.011 7.197 0.0000

s g Uy QY & L Saal) dgalsal Gl AaS il 82U Baw Lea gy
G Jajie IS8 poSe 4l aladl GBlaY) o ) add salial) Gul das el .ol
Al dna Y] clesSall Al ye LI oY) G il <0zl e g)lal)
)il e shrag dpae Ul lilaally Cilgylly Ayl Glaadll e il ye 3lsy) Wi 3
=1990 (e 85l s ddlaial) daesSall Clijlgall jeme cialay)l GAl dagig ¢ € (<
2018

: ilea il il
& bty awldl) Jdaill milng duhall clysid Al skl Jdas egun (4

) sl Y Jeagil

e Osle 727.6 a5 (M 1990 ol (4 Jlis Osile 944 (e A3l Jae iy -1
Oe alall ol a5 LS (%12) sak o She i sad Jara ) 2018 Ao
Gt 30 Janass 2018 oo 26900.6 1) 1990 sle 8l Gsile 5802
(%8.9) S

bl cpally Ajledd) ae o oY) Algh ADle asag sl Jelll lasl 5 -2
el Anlsall Jae b Dbl o (g ¢ s (ginal s ad Al dsay a2
Jae (e olaVl Anlal L ADe Sllia o Ayl lad) elal LS e G Hlall
Oe oaliill (s caladl Gl G 31 sa A3lsad) e o (6 calall cpall 455l
ADlsall Jae dallas & (S alad) il
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OUY)  alall gl g et e Dbl il
SEY) e Aplall il Dulea ST il A 8 Ll of ) ol el -4
RO
I3 ead )l GUDU cpall Lgye e ST (lad) GEDT cpal digpe of il w5
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el dne Jalail) 2is ¢ M Sae Lalall Alsad) (3 Jaald LAl ae o sl
bl Ll dubid) Zlas are a5 13y (QRlEYL abos DA e Lyss Dae
Ay ¢Ajlsall Jae (A jdie BlE (8 lgaads 2018-1990 5l Pla Ldlaiall clegSall
35 laall @l (50 9690 e ST ) Jems ales Le s ¢alall caal) e sysn ey (el
By Gl audas B)s i (Al e Lae %060 a5 Lo lele Cajlanall duil) B L
S S oY) pall 8 daaledll B el BlY) Jas eV g 33k
Gsiaall o Glsine olall cpall Jead ST Jlend)ll Gyl e 500 qay Jull
sl
Oe Alsall e daga (Ao paall pd) ) ag disee didle ladla) o] e Y
aaaY Jleahll GliY) e 5l il adig ddaall b)) e sadins daai Pl
goamg Aigaall slael (o CabaTl IS Loy ¢l Y] aud il Ao gy L) Gis
gLy saill gaaan A lgudeld sl

D3 5o Yoae @l BEY) 0sS oF WY (dishl) da¥1 8 ol dalsiad Jaf ey
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