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Abstract

This study aims at measuring the impact of government expenditure (current and capital) on credit granted to the
private sector in Jordan during the period (2002-2021). This study is based on theoretical, descriptive and econometrics

analysis using Vector Error Correction Method (VECM) methodology.

The study aims at studying the impact of independent variables (capital expenditures, military expenditures, expend-
iture on public debt interest, and compensation of employees) on the dependent variable of credit granted to the private
sector. The VECM methodology was used. The study found a long-term inverse relationship between (capital expendi-
tures, and expenditure on public debt interest) towards credit granted to the private sector. It also showed a long-term
positive relationship between (compensation of employees, and military expenditures) towards the credit granted to the

private sector.

Key words

capital expenditures, credit granted to the private sector, expenditure on public debt interest, government expenditure,
military expenditures, and compensation of employees.
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Variables Coefficient Std.Error T-Statistic Prob.
Long- Run
CREDIT(-1) 1.000000
CAPITAL(-1) -0.485932 0.58698 -0.82785 **0.0425
IR(-1) -0.384936 0.13081 -2.94271 **0.0213
MILITARY(-1) 0.489624 0.75200 0.65109 *0.0052
COM(-1) 0.410556 0.17443 235370 *0.0002
C -0.048979
Short- Run
ECT -0.019500 0.01206 -1.61676 **0.0459
D(CREDIT(-1)) 0.375739 0.12213 3.07654 0.2358
D(CREDIT(-2)) 0.003886 0.11523 0.03372 0.3647
D(CAPITAL(-1)) -0.636623 0.45729 -1.39215 0.2648
D(CAPITAL(-2)) -0.147849 0.28621 -0.51658 0.0388
D(IR(-1)) 1.921125 1.66996 1.15040 0.3256
D(IR(-2)) 3.530606 1.64542 2.14572 0.4735
D(MILITARY(-1)) 0.238475 0.81742 0.29174 0.0369
D(MILITARY (-2)) -0.205072 0.77221 -0.26556 0.0234
D(COM(-1)) -0.044036 2.06039 -0.02137 0.2354
D(COM(-2)) -4.923869 2.15341 -2.28655 0.0366
C 0.01993 0.00525 3.79619 0.8542
R-Squared 0.728348
Adjusted R-Squared 0.662231
Prob. (F-statistic) 0.0056
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Diagnostic Tests

Breusch - Godfrey serial correlation LM
Test

HO = No serial correlation

5% < 0.5324

Fail to reject HO

Histogram Normality Test

HO = Residuals are Normally Distributed

5% < 0.6346

Fail to reject HO

Heteroskedasticity Test Breusch — Pegan
— Godfrey

HO = No Heteroskedasticity

5% < 0.5368

Fail to reject HO
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