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Abstract

This paper investigates the intrinsic nature of volatility in three of the core indices and the
Jordanian traditional banks individually that are traded in Amman stock exchange (ASE). Daily
stock market returns are used during the period beginning on 3rd January 2010 until 31st December
2015. For this end, Generalized Autoregressive Heteroscedasticity (GARCH) and its extension
GARCH-M models have been applied. The results show that majority of the return series of the
Jordanian commercial banks have negative skewness, relatively high kurtosis and provide evidence
for departure from normal distribution. The estimated models found evidence for existence of
volatility clustering which is well captured within the GARCH framework. The results obtained from
the GARCH-M model are strongly consistent with the positive relationship between risk and return.
The findings also suggest that stocks of the banking sector provide a larger risk premium for
investors compared with the whole market and the financial sector, since the estimated risk premium
parameter was the highest one for the banking sector index relatively.

Keywords: Amman stock exchange indices, stock returns, volatility, GARCH, volatility clustering.
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1. Introduction

Over the last decades, the world has witnessed substantive and radical environmental changes.
These accelerated changes have massive consequences on the financial markets especially in
emerging economies which affect the business and financial settings. The financial markets
characterized by high sensitivity, in general, and the banking sector in particular are considered to be
one of the most affected sectors among others (Wided, 2014).

Consequently, analyzing and modelling volatility of the financial time series have been become
popular in the last three decades as a response to the environmental changes which led to higher
volatility in the asset returns during periods of increased uncertainty. Volatility implies time-varying
dispersion of the returns around the mean value reflecting a measure of risk when volatility increases
during times of stress in the market. (Emenic and Ani, 2014; Poon and Granger, 2003). The attempts
to modelling market asset returns is one of the key issues for market participants, since the
fluctuations in returns might lead to gigantic losses (Gujarati, 2003).

The analysis of intrinsic nature and modelling volatility of assets returns became popular after the
proposed Autoregressive Conditional Heteroscedasticity (ARCH) model by Engle (1982) and its
extension Generalized ARCH (GARCH) model which was developed by Bollerslev (1986). The
purpose of constructing these models is to capture stylized features of high frequency data and
contribute to our understanding of the behaviour of the market return volatility and provide valuable
information for the portfolio managers, investors and market regulators alike.

Numerous of stylized facts of the asset returns have been documented in the literature. Exhibit of
volatility clustering is one of the core features of asset return series where volatility clustering
implies that large variations in returns tends to be followed by large variations and low variations of
returns tends to be followed by low variations. This finding is documented by (Mandelbrot 1963;
Fama 1965; Black 1976; Nelson 1991; Bollerslev et al 1992; Engle & Paton 2001; Kalu 2010 and
Elsheikh & Suliman 2011).

A pondering in structure of financial models concerning the relationship between risk and return
will show a lot of evidence relating the returns with associated risk. Theoretical relationship between
risk and return has been explained in many studies. For instead, William Sharp (1963) proposed
single index model as a model to explain dependency of rate of asset return on the variance of the
common factor and the firm-specific variances. The capital asset pricing model (CAPM) was
developed by Sharp (1964) also explained that the returns of an asset depend on the degree of
associated risk. Stephen Ross (1976) developed the arbitrage pricing theory (APT) in attempts to
describe the risk factors affecting the rate of returns. In this aspect, Generalized Autoregressive
Heteroscedasticity in mean model (GARCH-M) developed in (1987) by Engle, Lilien and Robins,
which related the conditional mean to its conditional variance; this model allows the variance (or
standard deviation) to inter in the conditional mean equation of the return.

As documented in the literature, there are numerous studies that attempt to understand the nature
of volatility in the financial markets that lead to various consequences depending on the questions of
the study. The present study attempts to give answers to couple of questions, that there are volatility
clustering in the returns series of the Jordanian commercial banks and whether the theoretical
relationship between risk and return is working or not. Yet, majority of such work have focused on
financial markets in the developed countries whereas studies on emerging markets are relatively
scarce. Particularly, there is no work on the Jordan financial market namely, Amman stock exchange
(ASE), in our best knowledge, especially, related with the banking sector in Jordan.
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Therefore, Jordanian regulators, investors, and academics seek to understand the behavior of
volatility in this sector in order to design new remedies in maintaining a stable financial sector. In
this respect, the purpose of this study is modelling daily stock market return volatility of Jordanian
commercial banks

in addition to the three of the main indices in Amman stock exchange, by using Univariate
GARCH framework for the period starting in 3" January 2010 and ending in 31 December 2015.
The objective of the study is to shed light on the distributional features of Jordanian bank returns and
also investigate the risk, return relationship by employing GARCH and GARCH-M models.

2. Econometric Methodology

In the finance literature, risk of an investment in an asset is associated with its variance or
volatility (Markowitz 1952; Tobin 1958). Therefore, it is of great concern in decision making for
investors and portfolio managers alike (Poon and Granger, 2003). Finance practitioners typically use
standard deviation or the variance of returns as a measure of historical volatility. However,
estimation of return variations that do not change over time is not realistic, whereas, in contrary, we
observe volatility to change over time, said to be time-dependent. Thus, in the present study, as
proposed in recent financial literature, conditional variance has been used as a measure of the market
return volatility (Tsay, 2010):

o' = Var(r|Q,y) 1)

where o/ is the conditional variance of the market returns series, r, is the market returns at time t
conditional on all available information set at time t-1, denoted as Q;_;.

In the literature, it is well documented that serial correlations in the second moments of the data
are well captured by the general autoregressive conditional heteroscedasticity (GARCH) family of
models. Therefore, we employ two specifications for the univariate GARCH type of models,
specifically, the GARCH model of Bollerslev (1986) and GARCH in mean or GARCH-M model
developed by Engle, Lilien, and Robins (1987). In presenting these models, there are two divergent
equations, first, the conditional mean equation and second, the conditional variance equation. The
following subsections will briefly overview the literature on volatility analysis and the models
employed in the study.

2.1 ARCH model and testing ARCH effects

In classical econometric models, one important assumption is that error variance is assumed to be
constant, or homoscedastic, 02 = var(u?). However, in real life this assumption seems not realistic
as one observes changes in variance over time, thus heteroscedastic, o = var(u?). Asset returns
also exhibit high volatility during some periods and low volatility over some other time periods. The
Autoregressive Conditional Heteroskedasticity (ARCH) model is first introduced by Engle (1982)
that is able to model the time-varying volatility behavior of asset returns. The basic idea of Engle’s
model is that when modelling asset return behavior, the returns may not be serially correlated
themselves, but may be correlated through their second moments, this feature captured by the
conditional variance equation. Also, the model is superior in taking account of some important
features of financial time series such as excess kurtosis, thick tails and volatility clustering and
allows one to examine the impact of past market shocks on returns volatility at current time.
According to the ARCH model, volatility can be modelled by admitting the conditional variance of
the error term, 6%, to rely upon past values of squared errors representing market shocks as shown in
following conditional variance equation of q lags:
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The model presented by equation (2) is known as an ARCH (q) model, where error conditional
variance also denoted as, h;, depends upon q lags of squared errors. In order to test for existence of
ARCH effect, the ARCH-LM test is employed, proposed by Engle (1982). Simply, the test may be
conducted in four steps, first by obtaining the residual series, e, from the conditional mean equation
which might be modelled as any variant of autoregressive moving average ARMA (p,q) process'.
Obtaining of the conditional mean equation will be as the following:

=01 r1+93 r.+...+ Qp M1 +601e1+0e1+...+ 0q &1 T & (3)

The second step involves saving and squaring the residuals obtained from the estimation of the
conditional mean equation. Then regress the predicted squared residuals on own lags and obtain the
coefficient of determination from this regression represented in equation (4) below;

8t2 =09+ 01 82t-1 + 0y Szt-z + ...+ 0 Szt-i + vy 4)

In the next step, in order to verify the existence of any ARCH effect, we compute the test statistic
prescribed as TR? (the number of observations, T, multiplied by the coefficient of determination)
which is distributed as a chi-square with degrees of freedom equal to the number of lag length, »* .
The final step is testing of the null hypothesis against the alternative one, as the following:

Ho:01=0and dé,=0and ... and 6;=0
Hi:01#00ro2#0o0r ... or 6i# 0 (5)

The null hypothesis refers to no ARCH effect in the residual series. Testing for ARCH effect is
imperative before estimating any variant of volatility model to make sure that this type of models is
appropriate for the data. Findings of this examination for our returns series are presented in the last
column of Table 1; the results indicate that all indices series exhibit ARCH effect except ABCO,
CABK, BOJX, AHLI and SGBJ. The existence of the ARCH effect in the return series lays
reasonable ground to estimate GARCH models.

2.2 GARCH model

The generalized conditional autoregressive heteroscedasticity (GARCH) model proposed by
Bollerslev (1986) allows the conditional variance to be estimated by past own lags and squared
values of errors. The model assumes that there is a linear relationship between current value of
conditional variance as a dependent variable and its past values and squared values of errors as
independent variables. The GARCH model superior than the ARCH model because it does not
require many lags to capture the behavior in the data generating process also it can easily be
estimated, that is successful in predicting conditional variances.

1 - - Lo
According to ARMA (p,q) model the present value of returns depends upon its own past values and combination of present and past error terms.
’The null hypothesis of ARCH-LM test is no ARCH effect in the returns series. Rejection HO implies that those residuals variances are heteroscedastic.
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In this paper, in order to examine volatility in our return series we used GARCH (1,1)
specification for the conditional variance equation. The model have two formulas, conditional mean
and conditional variance, these two formulas are estimated concurrently. The GARCH (1,1)
specifications are expressed as:

re=pu(0) + & (6)
e~ (0, O'tz)
h=o +ap e + P hea (7)

where r¢isthe return on asset at time t, u(8) is the conditional mean equation with a residual term, &
defined as & = o1 (6)z; where z; is iid standardized residuals with zero mean and unit variance. The
dynamics of the conditional mean equation can be described by any ARMA type of model. In the
conditional variance equation, h;, w is a constant term. o; is the ARCH term which measures the
impact of market shocks on volatility at time t, while f; is the GARCH parameter which measures
the effect of prior period’s volatility on current volatility. A few of restrictions are wanted to make
sure that h; is positive during all t periods. Bollerslev (1986) argue that w > 0, ax > 0 and 1 > 0 that
will be adequate for the conditional variance to be nonnegative. Also, for weak stationarity of the
model it is required that « + < 1. The estimated results of GARCH (1,1) model for Jordanian data
set are presented in the rest of this article at the empirical findings part.

2.3 GARCH-M model
One of the main considerable issues in the financial theory is the relationship between risks and
returns. The financial and investment theories emphasize that investors should be compensated or
rewarded for suffering any additional unit of risk in order to make investment in that asset. In other
words, this positive relationship between risk and asset returns is consistent with the spirit of
financial and investment theories. In order to incorporate this concept into the model, Engle, Lilien
and Robins (1987) proposed a model which called GARCH in mean (GARCH-M) model. According
to this model, the rate of return of an asset is determined by its risk. The GARCH-M is the extended
of the GARCH framework, this formulation allows the conditional variance of returns (or standard
deviation) to step inside the conditional mean equation as:

n=u+t Al + & (8)

e~N (0, 6*)
h=o + a1 + f1 e 9)

where A is the risk premium coefficient; it should have positive sign and be statistically significant at
conventional levels. Consequently, the rate of return will increase in response to increasing levels of
risk which will lead to an increase in the conditional variance at current period. In order to find risk
premium coefficients for the returns data set of this study, we applied GARCH-M (1,1) specification
for general index (G-index) of Amman stock exchange ASE , financial sector index (F-index) and
banks sector index (B-index).

Our findings are totally consistent with the financial and investment theories. The findings are
reported in empirical evidence section in the rest of this paper.
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3. Empirical findings

This study employed GARCH (1,1) and its extension GARCH-M model on the data set of
market return series for the Jordanian daily financial data. In the first part of this section we present
the descriptive statistics for the data and the unit root test results. The second part will summarize the
estimation results of the models.

3.1 Data and Descriptive Statistics

The sample includes thirteen conventional bank stocks traded on the Amman stock exchange
(ASE) as well as the general index (G-Index), financial sector index (F-Index) and banking sector
index (B-Index).®

The time period of the study covers 3™ January 2010 till 31 December 2015 inclusive, resulting in
1488 observations excluding holidays. Daily closing index values have been used which are gathered
from the website of ASE. The continuously compounded daily returns (r;) are calculated as the first
difference of logarithm returns for each series individually as follows:

= In[(Pt/ Pt-l)] 100 (10)

where ryis the continuously compounded daily returns. P;and Py.; are the closing index prices of each
series at the present day and previous day, respectively. In equation (10), the first differences of
nature logarithm of return series are expressed in percentages.

In order to present the distributional properties of the daily returns series (r;) of the Jordanian
commercial banks and financial market indices during the period considered, various descriptive
statistics indicators (minimum, maximum, mean, standard deviation, skewness, excess kurtosis and
Jarque-Bera) and ARCH-LM test statistics are presented in Table 1. As it can be observed from
Table 1, seven banks have negative average returns and the remaining six banks have positive
average returns. Among the sector indices, only the banking sector index (B-index) has positive
average return. Columns six and seven presents the skewness and kurtosis, respectively, most series
are negatively skewed and have relatively high value of excess kurtosis.* The Jarque-Bera (J-B) test
statistic is used as a test for normality. These statistics clearly indicate deviation from normality at
conventional significance levels.> ARCH-LM test results at lag (10) confirm the presence of
volatility clustering for most of the series except ABCO, CABK, AHLI and SGBJ.®

The daily logarithmic returns series used in the study are presented in Figure 1. The visual
inspection of the series indicates that the returns series clearly exhibit volatility clustering (or
sometimes called volatility pooling).

® The banks’ names are listed in the appendix.
* Skewness values show asymmetry and kurtosis indicate flatness and peackedness, in the return series.

® Under the null hypothesis for the Jarque-Bera test, the return series is normally distributed.
® The reason of did not exist ARCH effect in these series of returns since it has many zeros during the period of study. The price was constant for the
long period..
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Table 1. Descriptive Statistics of the Returns Series and Test for ARCH Effect

Index Symbol Min Max Mean SD Skewness | E-Kurtosis | Jarque-Bera(P-value) | ARCH-LM(p-VALUE)
ARBK -9.32810 | 7.23210 |-0.04344|1.34690| 0.28728 | 5.64640 1997.2[0.0000] 62.973 [0.0000]
JOKB -7.52230 | 7.15470 | 0.00388 |1.32130| 0.11317 | 3.99610 993.23[ 0.0000] 38.339 [0.0000]
THBK -5.15870 | 4.25600 | 0.01874 |0.58745( -0.97403 | 19.10600 22868[0.0000] 31.636 [0.0000]
AJIB -18.53100|14.15600| 0.02483 |1.65930/ -0.73978 | 17.36600 18834[0.0000] 19.062 [0.0000]
UBSI -13.68600| 6.85980 |-0.01464|1.70780( -0.30394 | 4.30460 1171.7[ 0.0000] 17.536 [0.0000]
ABCO -10.62900| 6.89930 | 0.00117 |1.26660( -0.87205 | 9.40250 5669.9[0.0000] 0.65879 [0.5176]
INVB -7.66330 | 6.95260 |-0.00622|1.74110( -0.00291 | 2.64220 432.83[ 0.0000] 35.625 [0.0000]
EXFB -10.31800]| 7.21960 |-0.02725|1.69720( -0.06793 | 3.55590 785.11[ 0.0000] 17.865 [0.0000]
CABK -22.62600| 7.21030 | 0.00214 |1.64270| -3.19760 | 48.83500 150400[0.0000] 0.54205 [0.5817]
BOJX -30.39000] 5.44880 | 0.01215 |1.32800| -8.09300 | 185.28000| 2144600[0.0000] 0.010337 [0.9897]
AHLI -12.15200| 6.79510 |-0.01314|1.37520( -0.60921 | 8.43670 4505.1[0.0000] 1.6808 [0.1361]
JCBK -9.63920 | 6.83190 |-0.02187|1.77600| -0.16086 | 2.88240 521.53[ 0.0000] 53.492 [0.0000]
SGBJ -16.86200| 7.21030 |-0.02000|1.72760| -0.89808 | 11.16600 7929.8[0.0000] 2.6832 [0.0687]
Bindex -2.74570 | 2.79780 | 0.00989 |0.51960| 0.21809 | 3.20140 647.25[ 0.0000] 60.569 [0.0000]
Findex -2.29670 | 2.34540 |-0.00343|0.51401| 0.00664 | 2.22310 306.43[ 0.0000] 62.708 [0.0000]
Gindex -2.64570 | 2.08540 |-0.01218|0.51822| -0.04128 | 1.98480 244.67[ 0.0000] 22.457 [0.0000]

Note: P-values are displayed as [ . ]
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Figure 2. Logarithmic Daily Returns of the Jordanian Commercial Banks and General Index, Financial

Index and Banking Index Series (1.Jan.2010 - 31.Dec.2015)

3.2 Unit Root Tests

Table 2 gives ADF, PP” and KPSS® unit root test results for the returns series of the sample data.
The purpose of employing the unit root tests is to detect whether the series are weakly stationary or
not. In particular, it is important to determine whether the series are 1(0) or 1(1). In order to determine
the order of integration of the data Augmented Dickey-Fuller (ADF) test (Dickey and Fuller, 1981)
Phillips—Perron (PP) (Phillips and Perron,1988) and Kwiatkowski Phillips, Schmidt, and Shin's
(1992) (KPSS) unit root tests have been applied. According to these tests results logarithmic price
indices are found to be nonstationary except in some cases which confirmed stationarity but only

" The null hypotheses of ADF and PP tests, return series has a unit root [r, ~ 1(1)].

8 The null hypotheses of KPSS test, return series is stationary [r, ~ 1(0)].
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marginally. However, when applying the same test for the first difference of the logarithm return
series, the findings show strong evidence of stationarity at 1% level of significance in most cases.
And therefore, we conclude that the returns series are stationary.

Table 2. ADF, PP and KPSS Unit Root Tests Output for the Returns Series

Tests Log(ARBK) [Log(JOKB) [Log(THBK) |Log(AJIB) |Log(UBSI) |Log(INVB) [Log(EXFB) |Log(JCBK) |Log(Bindex) [Log(Findex) |Log(Gindex)
t7(ADF) |-2812968  [-1642342  [-2563404  |-2.955853  |-2750108  |-2779991  |-0.906081  |-1226404  |-L511772  [-L6749%6  |-2.002208
tn(ADF) | 2247422  |-1663451  [-1315604  |-L678242  |-2.328002  [-2221507  |-0.87064 736257 |-0807668  |-L54647L  |-2.463163
t (ADF) |-1295791  |0.018601  [2258611 -0.1153 -0926824  |-1.01889 -1.160863  |(-1.802306)*** |0.680849 -0.240585  |-0.817448
tr(PP) |-2480592  [-L701967  [(-3625003)** |-2.828077  |-2664983  |-2614648  |-L111972  |-1246636  |-1489649  [-L60B4L7  |-1944582
tn(PP) |2150926  |-1726307  [-1303022  |-L56112  |-2.328002  [-2.02756 -1081829  |-L73745  |-0835918  [-1370079  |-2.430028
t(PP)  |-1583993  [-0.021357 (2251057 0021422 |-0908692  |-0.921769  [-1.200189  |(-1829974)*** |0.672165 0254048 |-0.844286
t7(KPSS) |(0547672)%  |(0555426)*  [(0.24725)*  |(0.329348)* [(0.662868)* [(0.510189)* |(0.434630)  |(LOBASL4Y  |(0.682038)*  |(0.9L6000)*  |(0.923156)*

tn(KPSS) |90711y  |(0565092)* |(4289799)% |(3318381)* |(L84203D)* |(2At4l20)* |(0415270)** |(2735638)¢  |(2085276)*  |(0972248)*  |(L460349)*
Tests Dlog(ARBK) |DLog(JOKB) |DLog(THBK) |DLag(AJIB) |DLog(UBSI) (DLog(INVB) |DLog(EXFB) [DLog(JCBK) |Dlog(Bindex) |Dlog(Findex) |Dlog(Gindex)

t(PP)  |(350I810* (4625788 |(550513)* |(40SBAIO) |(40A90)* |(46IGTAL)F |(4AB3B6A |(AT6TESHF |(-3436258) |(-323%49)* |(35709)
tr(kPss) Jooeters  fooseoar  [oosrsis  Jooseis  [oosssst  [oosmur [ foosrrs Joaosres  [ooursse  [0oseds
to(kPss) Jo12sae  Jomsst  foosamo  Jooures  fooser  ooessy  foaosmt  foawme  fowrasar  [(oaoamaeprr fosuat

tr(ADF) |(3499308)% |(4622130 |(307870% (40803 |(403T04y |(44d61r [(23284  |(204319% |(HMIGTF (238130 (3369012
tn (ADF) [-3490496) |(462084y (307675 (4081733 |(4038368)" |(42T6ZF [(2327I8TF |(22005*  |(-3A4208)* |(-323%06)% |(-3363986)*
t(ADF) [u9mamsy 620y [2ormy om0 (403080 [(aacmneep [(2adseasy [(anoommep |(samisy [namear |(-336346)
tr(PP) |B120%) |(462396)" |(So9T0M)* |(408TIHE) |(4046047)" |(46.16800)% |(445T820)* |(4BAMGYF |(BAGBLLF |37 |(-336025)
to(PP) |-5.10880)* |(4624306)" | (5684863 |(-4080678)¢ |(4048318)" |(46A7TSOp [(44Be027)* |(478BAgT  |(-3430038) |(-3230805)% |(-3356486)*
(.
(

d|

Notes:

Tr represents the most general model with a drift and trend; <, is the model with a drift and without
trend; t is the most restricted model without a drift and trend.

For ADF, PP and KPSS: *** ** and * denote rejection of the null hypothesis at the 1%, 5% and
10% levels respectively.

Tests for unit roots have been carried out in E-VIEWS 7.1.

3.3 Estimates of The GARCH models

Based on the test results in the above section, we proceed to estimate GARCH models for the
series after excluding the five series, namely, ABCO, CABK, BOJX, AHLI and SGBJ from our
sample. The estimations of the GARCH and GARCH-M models are presented in the following
subsections.

3.3.1 GARCH (1,1) model

Estimates of the GARCH (1,1) model are presented only for the conditional variance equation
to save space as observed in Table 3. Both the estimated ARCH parameter (a;) and the GARCH
parameter (B1) shown in the third and fourth columns, respectively, are all highly significant at least
at the 1% level of significance. These results indicate that today’s conditional variance significantly
is affected from the shocks to the market in the previous day (¢%.1) and from yesterday’s volatility
(ht-1). High values of these coefficients are also indicative of strong response of today’s volatility to
yesterday’s market shocks and volatility. For the weak stationarity condition of the estimated model,
the sum of both ARCH and GARCH coefficients have to be less than unity (i.e (a1 + B1< 1) When
sum of these coefficients are less than 1 but close to unity, it indicates that
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their impact is persistent, i.e impact does not die out quickly. As shown clearly in the fifth column in
Table 3 all of the return series have a reverting variance process except for ABCO, JOKB and THBK
for which the estimates for (o1 + 1) are 1.085, 1.049 and 1.048 respectively.

This implies that the process is not weakly stationary as explained in Bollerslev (1986), Engle,
Ng & Rothschild (1990). The other series have the summation of these parameters to be less than
unity and indicate that impact is highly persistent. These results also certify the existence of volatility
clustering in the return series which is an important matter for the investment decision makers;
volatility clustering hint that low fluctuation periods mingle with high fluctuation periods. The
diagnostics tests are applied to make sure that our estimation models have no remaining ARCH
effects and the conditional mean and conditional variance innovations are not correlated. For this
end, model diagnostic results are reported at the last three columns in Table 3 which are ARCH-LM,
Q-statistic and Q2-statistic are at lag 10. The test results indicate that the estimated models do not
suffer from misspecification.

3.3.2 GARCH-M (1,1) model

The GARCH-M model is estimated to check the positive relationship between risk and return for
risk-averse investors. Consequently, the GARCH-M (1,1) specification has been estimated for core
index returns
which are general index of the Amman stock exchange (G-Index), financial sector index (F-Index)
and banking sector index (B-Index) for the sample period. The estimation results are presented in
Table 4. Table 4 shows ®, a4, and B; at the second, third and fourth columns, respectively, all these
parameters are nonnegative and significant, the sum of the estimated a, and ; coefficients are less
than one for the all of the cases. The added parameter of this specification is A which refers to the
risk premium coefficient. As observed from column six, the estimated risk premium coefficient has a
positive sign and is highly statistically significant in the all cases which implies that mean returns are
affected by previous conditional variance. In this regard, our result not contradicts with spirit of the
positive relation between risk and return, and the conditional variance can be used as a measure of
return risk. Consequently, the results suggest that as the degree of risk (volatility) increases, the rate
of return will increase by 19.64%, 24.84% and 45.45% for general market returns, financial sector
returns and banking sector returns, respectively. The results clearly indicate that banking sector has
the highest premium coefficient comparing with the other sectors since the banking sector is highly
sensitive to uncertainty leading to high premium demanded from the risk-averse investors. In other
words, we found enough evidence for existence of feedback from conditional variance to the
conditional mean equation.

Aadual) | &



Table 3. Estimation results of GARCH (1,1) Model and Diagnostic Tests

GARCH(1,1) Coefficients Model Diagnostic
Index Symbol w a1 p1 a1t ARCH-LM(10) Q-Statistic(10) Qsqu-Statistic(10)

ARBK 0.422294 0.544063 0.54182 1.085883 0.58947 17.1721 5.83604
t-ratio {3.222% {3.532} {7.318%} [0.8237] [0.0706412] [0.6655918]
p-value [0.0013] [0.0004] [0.0000]

JOKB 0.123885 0.189803 0.859673 1.049476 1.1779 4.08036 11.9574
t-ratio {1.96} {4.615} {13.87} [0.3012] [0.9060441] [0.1019685]
p-value [0.0502] [0.0000] [0.0000]

THBK 0.0001907 0.365153 0.68286 1.048013 0.32203 15.1922 3.1613
t-ratio {2.625} {3.842 } {16.71 } [0.9756] [0.0555146] [0.9238311]
p-value [0.0088] [0.0001] [0.0000]

AJIB 0.310925 0.159868 0.718513 0.878381 0.58542 11.5399 2.93219
t-ratio {1.332 3 {2.428 3} {4.650%} [0.7112] [0.1729453] [0.4021992]
p-value [0.1829] [0.0153] [0.0000]
uBsSI 0.163999 0.138249 0.815667 0.953916 0.35666 10.4959 3.4792
t-ratio {1.545} {2.862} {0.070571} [0.9646] [0.3118474] [0.9007981]
p-value [0.1225] [0.0043] [0.0000]

INVB 0.273364  0.128597 0.783348 0.911945 0.80627 12.8448 7.90933
t-ratio {1.648} {3.479} {9.255} [0.6227] [0.1173033] [0.4423766]
p-value [0.0995] [0.0005] [0.0000]

EXFB 0.83078 0.125107 0.57531 0.700417 0.96228 9.6054 9.38222
t-ratio {1.465} {2.464} {2.336} [0.4747] [0.2938209] [0.3110853]
p-value [0.1431] [0.0138] [0.0196]

JCBK 0.376555 0.178842 0.705055 0.883897 0.35704 9.17746 3.88792
t-ratio {2.195%} {4.374} {8.71} [0.9645] [0.3275479] [0.8670912]
p-value [0.0283] [0.0000] [0.0000]

B-index 0.060916 0.198561 0.588614 0.787175 0.55771 8.80702 5.32665

t-ratio {2.018} {3.098} {3.695} [0.8491] [0.4552755] [0.7221603]
p-value [0.0438] [0.002] [0.0002]

F-index 0.021467 0.162021 0.765586  0.927607 0.96625 11.1307 8.77222

t-ratio {2.286} {3.061} {9.905} [0.4711] [0.2668556] [0.3618741]
p-value [0.0224] [0.0022] [0.0000]

G-index 0.022222 0.170733 0.760517 0.93125 0.61212 6.48056 5.52415

t-ratio {2.197} {3.098} {9.700} [0.8046] [0.6910233] [0.7003632]
p-value [0.0282] [0.002] [0.0000] J

Notes: 1. t-ratio reported {.}. 2. P-values reported [.]. 3. ARCH-LM, Q-Statistic and Qsqu-Statistic
until lag 25 have been calculated, the results confirm that estimation models has no remaining ARCH

effect and residuals of conditional mean and variance are uncorrelated.

As in GARCH model reported in the previous section, the diagnostic test results are reported at
the last three columns in Table 4. All of the test results indicate the adequacy of the estimated

models.
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until lag 25 have been calculated, the results confirm that estimation models has no remaining ARCH
effect and residuals of conditional mean and variance are uncorrelated.
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4. Conclusions

This study applied the GARCH framework on the set of the market return series of the
conventional Jordanian banks. This attempt to model the volatility that is one of the key issues in the
financial life, volatility terminology indicates to uncertainty in the assets returns over time. The
descriptive statistics display that the return series considered in this paper have positive skeweness
and relatively high kurtosis which are against the evidence of normality. The Jarque-Bera (J-B) test
has been used to check the normality of the series. The results of the tests indicate that the return
series considered depart from normal distribution. The ARCH-LM test has been used to examine the
heteroscedasticity of residuals; the results gave evidence for existence of ARCH effects in the
residuals in most of the returns series taken into account in the study. The GARCH (1,1) models
have been estimated for all the series used in the model. All the estimated parameters are positive
and highly statistically significant. The obtained results found enough evidence for dependency of
current volatility to the previous conditional variance and previous squared error; current volatility
can be explained through past values of the conditional variance and market shocks. The findings
confirm the existence of volatility clustering in the returns series; which means high volatility of
returns followed by high volatility and low volatility of returns followed by low volatility. In order to
examine the availability of risk premium for investors’ in Amman stock exchange, the GARCH-M
has been estimated for the three key indices investigated which are G-Index, F-index and B-Index.
Consequently, the results provide evidence with positive sign and significant coefficient of the risk
premium that the conditional mean can be determined by conditional variance that is also consistent
with the financial theory. The results of the article confirm high sensitivity of the banking sector as
compared with the others, since the risk premium parameter of the model estimated for the banking
sector was the highest one. The diagnostic tests are applied confirm that the models do not suffer
from misspecification.
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Appendix A. List of Names of Sample Series:

Code Symbol Bank Name
113023 ARBK ARAB BANK
111002 JOKB JORDAN KUWAIT BANK
111004 THBK THE HOUSING BANK FOR TRADE AND FINANCE
111005 AJIB ARAB JORDAN INVESTEMENT BANK
111007 UBSI UNION BANK
111009 ABCO ARAB BANKING CORPORATION /(JORDAN)
111014 INVB INVEST BANK
111017 EXFB CAPITAL BANK OF JORDAN
111021 CABK CAIRO AMMAN BANK
111022 BOJX BANK OF JORDAN
111033 AHLI JORDAN AHLI BANK
111003 JCBK JORDAN COMMERCIAL BANK
111020 SGBJ SOCIETE GENERALE DE BANQUE - JORDANIE
14 ... G-index GENERAL MARKET INDEX
15 ...... F-index FINANCIAL SECTOR INDEX
16 ...... B-index BANKS SECTOR INDEX
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Abstract

This study aimed to identify the reality of Libyan banks and the availability of the elements of
the application of the principles of corporate governance pop the Organization for Development and
Economic Cooperation (OECD) inside. The study sample consisted in the number of (8) results from
banks , the most important that the ingredients are available applying the principles of corporate
governance issued by the Organization for Economic Cooperation and Development (OECD) in
Libyan banks . The study also recommended a set of recommendations was the most important , the
need to establish a center for corporate governance concerned with spreading culture to the
application of the principles of corporate governance issued by the economic and Development
cooperation (OECD). In addition to the development of written evidence of the special corporate
governance in banks is derived from those principles in parallel and integration with existing systems
, such as the statute and rules of procedure and environmental factors and subjective characteristic of
the bank .

isiall |0


http://www.refaad.com/

! Resear, Enghimen: Finigs Appicsfons Derelopmest

Global Journal of Economic and Business — Vol. 1, No. 1, 2016, pp. 15-28
e-ISSN 2519-9293 , p-ISSN 2519-9285
Available online at http:// www.refaad.com

o) L) (3085 Ao el Alang L) duils i andly Julas
dodll A Jlee¥) Ay Aoy sabal)

Lac ol taaa dlee

Lbaghl daals
baemad66@hotmail.com

oeilall

dabie po Al dpangall aSeall toalie Gad Clasie 55 2 5 dlll Coliadll adly o Capail) ) duball oda s
Aald e sa) Lgtlaads Ciliie Cijlas (A) 20 8 Al e Cilia Gus L lglaly (OECD) aluaidy) (jglailly Ayl
Ll oo Bpball Lpgall AeSoall foalie 3kt ilasie it 4l clgaal Zll (e desene ) dubal) Cuald S5 L (Luawads
Jaall 85 5 clgatl o OIS Slaagill (e desenar Ayl Cuagl LS L4l Cajladl Jals (OECD) duaiilly galamy) (bl
.(OECD) dwailly (solai¥) (slaill dakaia (e Bpliall dpsssall LaSsall toola Gudas 48l iy Sigy AaSeall Sye oLl e
Bagagall Al we dalSally Gl (oalal) el (e Adinnn Cojliaally Gald s jal) LaSoall Qe dibs Saaia) ) LY

cCiyadl) Bad) 251305 Al Jalgally a1 pUailly  ulul) SUaY) (Jie cUlls

daaial)
il calladl Jgo lobiad] amaa e dagphall pulsal) sl e Clussgall it Gussgall aSsall Gunly 208 Cinpal 2

Ldlidly Gand) lguany o Joall clpaloal) o aily dalgall Jh 3 adasilly (golea®V] Slally pladll etl Ll Dhaie IS
Glasges b Alad) Jss pe Jabatl) ol dyguinad) Jsadl Al al) Slisnsally labaial Lot ) llbiially Jag pal Jh g sl
- sl 3 Glsuds
(Stakeholders) cpealuall (o (ulaag 35l Ldisl) HlY) Gu pend Al Bl degana (B Dwndall LSsal) Jiah Cua
Ll sl 2 pas Lgdlaaly 2,80 At aaa3 DS e oy ) 40V1 a5 3 ¢ (Stockholders) o) allad) sl
(2007 58 « shaa) Cilaa¥) el g
Syl 13 S8 3. (SEC ) dipss b A GlLY) A e s Lo s Auedall ASsally alall cljaaY) Gl g
(Sarbanes& Oxley  owall popill 8y Jlaay) 138 OIS S5+ dswesall LeSoall Gulat Glllaiag Jag s (goan Al daxaje
LSl slelye daaal Lo a1 ST S8 L ADLeal) 2KV IS Hled el Sl gl das sy (535 <Act,2002)
Oe dxnbe Olad A GIY) N ALYl ¢ L) ol 8 A8y mLadYl 58l daiug 4n)s0 ST 2 le) Cam (e gl
LAl GLlall aahiad ADEWY) e J it sl
@ (ASonll agaa ) s sa AN Gpnnsgall LaSoall alas i olad) (& B Sgiall e cads ) cibalall sl e il

Oslally Apatil Aaliie pe it agas llyg bl JW o 358 sgnadl 13 el G Cus asial Byl ey dlgs

isiall N1


http://www.refaad.com/

S adlaal ) e sgaall aumg Sy cleY) Alss dasSa (e pe sy daagSall IO 0 &Sy duall Cijleadl lagly ¢ salaiaY!
Lo ladlfind (sudais sk o Aalaiall Jgo Baclue sy lldy <S80 g Ui 3 48latlly ~Lad)] f5ole cluly cladla)
AaSsall duallal) jubaall pe JalSy (King iS50

B pes Cangy Al sl ol puolill Lalid Jig5 Capeaal) (b Lasnsiall LeSoall daaal of ) 3LEY) 2xall 13 8 LiSay
by s LAY el dbiay dpadll Sleall ki bz lahy desledd) (e 43Sy patlaally cueasall Jlsed @S ashl b
cibasl) Sl 5eliS ad) b

A pal) AdCiia

ey o (pa¢inns ¢lgd ddaall Lpvngall AaSsal) alai Chaia ) dplaill Cilegpliall e el 8 GAal (e 22l 5He
Basiall Vsl 8 o5 Vsl Lol (338 Jsd (3 ADeal) AN ey Slgt) lid Jss il Al cliaatll e s Al il
5SS ¢ (badl e o) Aalall dealisall AN 8 dunigall LaSoal) olai Cham o gas cn L Lg sl Jsas £S0aY)
liae ST Jlaal 138 8 £l Joall Lgia b3 ) A8 G V] colgus 2n o Al Joally dastial) Jsal) e dale Lalle 30l
e W Dlaiy alladl Claal (e (539 clidlly Gpaaludl Jlaaay ol Al Al dielaal¥ly dulaiy) )iy Bl 5)5ady
(gl Lo cual A dladl cluball o ol ) dualanlly LY ly sl oalgill (3 jseally Chaa (e Ll (8 (Apadll ¢ Uadll
LY gl Al dalig Cajlanll ans (Uil ¢ Uadll U el) (sgine palins] e Sl (s3) eV
LSoall toolie Gul Cilashe jig (o0 LIS Tadsat s (Y L mhiai ¢ el Joall dashaia (e Ve lajlicls 13

Gligeally Ll e Gl & (g clgad Alalal) Cajladll Jals (OECD) daiilly abaid¥) (pslaill dadiie e 5aball duwsusgal)
- (@ang ) alall el adas (g0 o3 A
) Guipl) Jpeally duaall Al (il (Say 4l Ao
! alll Cajladll Jala (OECD) daaiilly (sabai@¥) Gslaill dalaia e 50lal) Liswsiall 2eSoal) toale Gudsd lagia g g2 W
A Nl Gl Jlgadl 3 e g g

Aalilly LY 5 4daY1g 8eUSIL 5oy alae cline] aid g0 e )

BIY) Galaa 39 Cipadll cilblee JKa daaT mng s L LY

CJeY) (3 Alladg dgjig Alkise dnalpe dadail Copeadl) Llina) ae Lo LY

Ll laglaall paea o Adladlly 7 lad)) glase Cipad) J5 20 Lo .

bl By Jlad st gy Glaas Copaal) G5 s L L0

Aaaly AL Coaty Bl g cilimigas HUai iy Copaall G5 (520 La .1

cpgdois laag Gpealuall Hod aaad iS5 Clel il Copaal) 5] g2 W LY

A @b (gAY GHLY) Ggts Glaag ol aaal clelal Cipadll W5l a0 L LA

el KLl ABIAY) juleall dninitiy Cipaall i 2e e 4

sdpall & ypiia

i) >
Al CGijload (Ja1s (OECD) duaily (g3bmi@y) (ysbal Aaliia e 5yboall Al 2eSsal (golse (3 Clasie g3 52 e

isiall Y



(AlEal) Clyaid) >
A Asns ol ASall wail) goalaall Jaiig

allly LR )5 4laY g 5eLSIL 5aY) (ulaa sliacl aiay L)

BN pedae 935 il S8 2T dlae gy WY

LJEY) (33 Alladg dgjig Alise daalye dalaily Copeadl) Lilina) Y
Ll legleall paen e Aladlly ~Lad)) (glae Ay L8

bl BlaY Jlad alas asag laay Cipadll G5 L0

Aol 28Rl Coaly ey gl ol Cipad) 35 LT

cadigin (laas Cpealisall 90 aanil Cipad) cilelial

DY @3 (A GLEY) Ggia Glacas ol mastl Ciypadl) Cielial
el ALl ABIAY) juleall deiaiiiy Cipead) A5 .9

>«

tdayl) il B

IS oy odlel 8yl Calaal) (e Al jall s3g] A guimgall Cilacaill (3llaws
s )l) da 3t

S Al Gajladl) Jala (OECD) duaiilly (galai@y) (yglail) dadaia po Saball dngall aSoal) toolia (audat Clagia jagn ¥
0N aal) Gluaydll ) duca gl 028 & ity

Aallly ALY )5 AdaY g 5eUSIL 5)aY) adae clinel picy Y L)

B alae 939 ipaall (Sl mialy 2T dagy VLY

LY Tase (3an Allady dgayig Aliise danlye Aalaily Copmall Bainy ¥ Y

Ll legleall paea oo Adladlly ~lad)) (glaes Cipadll a5l Y L8

bl )8y Jlad alai agag Glecas Capadl) ALY L0

CAllaally 4laall Caaty lilSa s Cliargad alas Capadll A Y 1

cpgdsis (laag Gaealuall Hen aaail Gleha) Copadll (ol 2ag Y

A 3 gAY GLRY) Bgia lacag lsal maal Cileha) Gipadd) ool aag Y
Ngandng Llall A€50ully ADAY) julad) Capndl) Jm Y .4

>«

s yal) dsan

Laalis (o g Uadl) 130 4l W Blas @lldg ¢ dpendll g Uil say chalgd) cleladl) sl 3l 1368 (o Lginaal Al o2 2ais
LeSpall fgalse (Bl 4iesdla (s3a (3o Sy g Uadll I ) aBlgll e Capail) Aglaag Al (go oll) Jidagll slaify) 6 Allad
Jsdag dadadl) ) Jsad (e g ladll Glld sagdy Loy dabeially Liahl) clyolaill aas dialig cal 2ali o (LS Adll) Apussgal)
Ao Losall lsnsgally At Lll) A padl s sl 3 Bpsnsgall LeSoall f0lae Gl of S ALY DU £)la e ulal eS8
Al cllal) Afgiges L8eS (o M (oaball 038 ok (g ¢l gl SLaBY) gaig Aandls ol Gla 138) Jiass dale
il gall G 5)giall

iaiall YA



Al ) ilaa

2l ClaaY) aas ) Al as

ook Gl O30 Jsad B (lignay JSLie o ailey B Loy ol Ldpeadl) lusgall g lad adly o Jedll Cagisll L)
(S AdL) A3l AeSpal

gaiilly (ol (pslall Aadiia o Bpaball Lpssgall ASsall (ool 381 Slosnsgall A Lead) adlgl) AacDle (g0 Biyes LY
'(OECD)

@il Uay)

«(Tyco) s<lsy ¢(Health  South) il Eulag ((ENron)os-t die Sl l,al) 8 bl wilaadll cf 24
LA L Chaa ) 1Al s3a Jie (8 Jdl) e (ghm e Wl OIS (il gl 48 dee) ) (WorldCom)asSaysss
Wiasa (e IS5 «5AT Bra iliaill oda (e 385 (e 2all uilgilly ClebaY) G duaall Ma3] 5 a8 iliadl) Al Casasg LASEN (gl
Gl $K5aY) Baaiall ¥l B Lgaged sl wy A GG e b (53 (Sarbanes-Oxley Act) oSl — i (938
s o Cngly Linunssall LaSpal) aclsh (e Al desana ygugs 3o (15 2003 slall by Anniall LuSpall 2clh (0 Ao sana
-(Agrawal & Chadha, 2004 )k I Gl & Jglll Lgagad daynall ISl

138 (i ds ddlally dusleaid) lai¥ls dalpalls Jas) dssnssall AaSoall asgha oF A (YooY csmall) Sl i Jlaall 138 iy
D) Al a0 ) slhaadll 13 ool a3 cdallal) Lauladly ZaalSY1 ilsall alaia) e seual i de g 4t pllaial)
Gl Lo Wey agall ) aasill aul dje o datlin () glalaall cuadi) LalS Dl ¢ L)) e daldlly Ledde olanal)
LaSonll aggia ysels (M (ool Lan ciasitiall 3lonst) cilash 5,890 &35¥) 3 cidas) Ll V) 2881 Glon) ciladl JoV1 dansl )
Jealy IS Lpgal)

el LuSpall psgda

sLaiall sl b agihleiind ope ailse Ao Golianau agls slandl Joeal dileca pni ) 201 gl davsgal) AaSoall Capes
Bl Gaas S @l e Candl B e () SLai®Y) Jgdn aa) Ll e NS L) g o(Vishny & Shleifer, 1997)
iy .(Mathiesen, 2002) jalsall fime Ul aladin) DA e dlaY) 5oLl e Sl Jad Lel LS clgianzn ol Auylay)
Jasl o (OECD) Organization for Economic Co-Operation and Development duaiilly (sabai@) ¢slaill dalsia iyl
dgllee o 205 alay) dalee 8 slanall aendng (g3 aUail s gl Lo \gibe 38 Luwnsall 2aSsall o ggda il Al iyl
Cpally B3V Galae @lly b e slasall 3 Gl Calide e gl Goinll auisi aDUA (e iy (63 sl Jias Lol LS
G Lo DA Gy -alaialls et ) bl Masl Lalall clehaYly aelsdll a3 Lo LS (gAY mlliadll ilaials agul) dleng
OECD ) .lgle Ao L)y calaa¥l Guins 6 axdnes A Jiluglly 45,80 Cilaal apans LA e w3 AL 9330 o
-(Principles of Corporate Governance, 2004

duall daSgall dsari

Jie Clelal) e desane DA (o (et lisall mllas Glea e delis Al Lalgll 5aV) e deal) Dnsnsgall AeSoall oUsi iiay
o Wiy lagledl 8 4y (5)aY) Lulas sliae] lam) 3a clld 8 Lo Lalall ciling]) Ja)s ALIS agigial agilujles Gl

isiall |4



comadluall ola Gavensgall AaSsall allas o LS L) il (jganian cusludy ¢ et lisall meaaly sy sltial) Jaliialy ¢canlial) il
(Y Yeouadl) Leala o 83V sptluall Al gsusall gise 8 15ilST clgu

On Al B iy A<l pe Jalailly Aagall GhLY) S allias dilas e Gl aal) Gpsgall daSoall alai ac Ly
i o LS (sndl b Lgagad dadl pd) og 380 Jlalie mid o ans Lo clgad 3nil) dialy Lgila] alaay i) 4S540 55l
Lsnll e las LaS (Yo v £ o iigl) Lgaliy Baga (oo Graemag 4S50 8 50l 80LiSs duegh (e ey 2l Al AaSsal
il liey Giat b el (JLl Guly RS (mais e daally sliiall Jgual aladin) 8 80USI) s e aual) dasal)
-(Cattrysse, 2005) 4l

A ac sy cnhléna) s e ale UK slai®ly ISl ae L saall Liasal) AaSsall o I SLEY) Se LadY) (e

A Al Ll i ok (Ao 4S8l 5] alaay (Snae Baclie PIA e A5 Bl) Gread (8 aalady L bidially 4L
o Al s ulae 35 A8 Ligall LaSoal) g b IS S taas e e (e Al A3 lasas
LeSon Gurndls Jild) ddyeadl Glo¥) Gigas aie o AaSsall aaad) aUadl) acloy of oSaal) (a5 - asially Gapeiiasall pa Jalsll
dosall (e Jgumnll jolias 830 (& lgiaabise Pla (e ¢ sailly podaill (8 Baad) dpsnsgall AaSoall 555 108 (T paeclSyull
by AUl (anisss bl (gl o (0laBV] gl ety L) 8L ) (g5 Les 350 Aad puliady ol
bt ) (5350 Lae A5aal) )31 @yl hadly ¢Lgiylaly lgall aisi DA e uandil el gt & SIS sl 2aSsal
Gla P Gl et halia ¢ saaall drsgall daSoal) iy sliall b amllaal Glaal ae S iy 3 4

-(Claessens, 2003)

A8l byl

L) Il bl Yl

"GN £l B oy Asall AaSoal) gin "Olgim (Y1 oY) sumal) Ay @

& drugall LaSsall (sina bl (Credit Lyonnais Securities Asia-CLSA) zages Gadaty cinSs ) dulyl) oda cidoa
cagn) el e Ll ela¥lg (LAl ela¥) alial) gl eli)s drnsall AaSoall (s5ina o Lo ABAR (uld o3 (s G2
s b Al bl Lie e Alid ualy ety Lle a3 cArssiall AaSoall (g5iva (el Jal cras (Al el
bl Ll . Jalaill LDl aaad Lgie aof alaiind 235 cclibiind ey &le dlajind a3 ccilarally delicall elad (he ciliasszal
dal Gag Yo eo alall Al A s gall 3yptiall Al L) DA (e lgabaial 23 a8 casniall o3Y) Gulid (a2 L
5 Bpsnsgall LeSonll (ggine Lo Ailan] NS <3 ADhe S5m0 iy cdapad) adl) HlaaDU 2 3l & aladid o3 il ydll g
#1315 dranssall AaSoal) (ginna o Alan) AN @l ABle 35my cuis aly cBan o A Hlball Laally W el (g5 oy
Al Cun Gualdl 2 3 pal) il deliall o Uadl diloan) ANa @l 4 4D culS (31 gl iy Ban o S agull olaly ¢ o)
il Cun I 2 3gall iy 2 el alans 8 leaall g Ud 8 Alaa] ANVS 3 0S5 o Lgld cAilan] AV 3 D) oS
U gid) 253l 8 AIBS S5 o1 LTy iyl Apesns sl AaSpal) A5 Liloan) AIVS @l ALl cilSy L Aglaas) ANV 3 DA
Alias) AVS ) A il ad JoY) 7 3sall el

Aadiall | Y.



"Ll A ijlaal) daSen dujlan adly anliy dualpd " Olsing (Yo d) @y ABIS A

IS e duhall die cdand] o )l 5IaY) 2eld Gadas o Ll (A Ghpadll Slead) )38 (ae Hlaa) ) Al sda cidaa
gl ) gl clganl il (e dlen ) Al Caald 5 (el Cipadlly (gjlaall Cipany ciyygganll Cipan ) 0
i 8 AeSsall ool aluadly dall Gadaill jond GlliCy cdalll Alatll ajladll & Adsal) lajulass daSoall asgial (silasally
b Y] i€ Jinds 53U ecjload) Ja1s Lo laaY) Bl cans Lae sl il b e ol Zudall caal LS . Cajladl
AUSa) ulens (oobia s il 23 S ccijlmal

obaa) () Auball sda cdoa Cus Al Cijlaall ngall aSal) (B 8 jhlaall B3 1l (Y)Y Liecgd dfpy =
comlally Gullall @il e (V78) dae Aial) ciledis A o€ Cijlias (9) (o Anssial) AeSpall Ja 8 Hlaladll )3 g0
el en Arnsusgall 2aSsall 25 of ) Aushyal) el ciliagh 28y . Cojlaad) élli & 3axl) lad sliacly (5)lay) (ulae cliacls
Om aleally ladlall aasty ¢ hlaal 5] (puad ddee DA o laliiad) el Gt 8 aaluy ) AU slagY Uygpn
Shes aag ¢ umgall aSaill Aull) Jileal) el Ll caniig LS. Jhladl sda (e aall 8 AS)Laall GalylY) il
g Gsigall Clastaall yisig cJlga¥) Ao dalially ¢ raalual) (3gin e & laslin 35 dialy 5 Jals G

e g A Auhall oda ciioe tAlll Cajlad) 8 dugall AaSoal) Gouatl Aadilind oyt o YoV £ e ldl) Auly  m
el gl 5alyg ccijluaal) Lgh (mpmi Al jlalaad) e Qi) 8 508 e Lo Ll s gal) AaSoall ulat e Cijladll 5,38
Gl Aigay cAloal) Lpnlaal) juleay dgildl) bl e 50 DA e AeSoall 7o (20 Lo Gl L4 puadll 5)5Y)
215 O e A1) Al Apulaal) yulealls L5l LA Gulis G s 50 ADke lia of ) clag Cua L A1)
Joaal) ia Cprat 8 50 S e Ll Ll cdaSoal) ki Cajlaall ilige s Lelen) @l o LS cidyonall 3aS5al)
Syl

Jaaal) Al claan L

"Corporate Governance and Voluntary Disclosure in Kuwait :lsias (Al-shammari et al, 2010) 4uls =
a3 G Al oda o Cun Al 3L CusSll Gom (8 daaall GG (S eshal) Ll disal) LaSoall ina
LB Alia gl (ae ) iy B)Y) elaa (e i) e Guppall deasd) IS AaSoal pailiad al on AL
e AigSa dial (G Lialy (BIOY) Gulbaa Ay Al HI3Y) Om Cppaall Jlsal Lalsasly 8)3Y) Gulaa slimel laa) I
L of cLeadl e LS G any (Al liagiy L usSl Ll Gsad) Jals cleladl) 8IS e dejse 4S5 (VY1)
Jah gesall Z L)) Gruat (3 aaloy (3835 Lial 3pa of (A ALSYL %) & diusSll IS 6 eshl) - Lady)
oY) @lld e Ll oS Al pailadl) B L L a Sl S,

The Impact of Audit Committee Characteristics on Accounting :¢lsis (Hamdan et al., 2012) duls =

i) bl Jaeal) e gaail) Lial jailad i : e Conservatism: Additional evidence from Jordan.

AL pall Jabial) (LDl ¢ 3anl dial aan) gaxll Aial (atlad S Galiuu) U Al sda cdia Cus (021 O
Lelin 358 (01) (e LS daal rnlaall Jaianl) (s5ine (it (G (G dinl U8 (e ASskaall Lalall pgudl dugiall Al
ool iy da aladid o5 a8 Caagll I gaaaily o Yo e d=Y e e e sl DI LMW GLoU Glee (Baa 3 Aayie )]
ol alasiuls @llg =LY Jane ) ilinional) gsana Lty (dgudl dadll ) do5al) dadl) Jane tlas aulaall Jagal
Laganlly ¢ atl) Al (afliad (p Adlias) AN @3 ADle 35 ade o Aulll cllil il aal culS a8y L piall laasy)
e 4D s2a CulS s ¢ axl) Lial elacl ALl 5pal) Dpald pliuls ¢ onlaall

iaiall Y



sheall Cailall
ol Jalatall Uy Al o 35m g Wiy clgdlanly Ayl AlS5e (PIA o e o5 Lo o ely Al zigas 1Yl
bl aial) Alaial) & paiial)

A1y a1y

5)\}:1\

I

Uladg ,3a Jumel)

Slaghall Sl dlg

‘ oF 92 f"fd‘ J,.A\ Olevas 3979 eU'aJ Jed 515y

dodaie (g3LaBY) Oglad) Sl
idly(OECD)

el Ojlalt 513

@5 el allad Sz SBISey Caay
LI dluallg

\

dds Ol 193 Slsl Y el Olezy

/‘/

.
‘ E‘

Ak OB bl lgsl Olel Y Olewzy (35>

LY N1 3 B

\

&5 el damiy el 4351 SN
WHTl

Asad.all | YY



Al ) Ao 9 patinna 1L

Al aaina g

A 8 Abla) Coliadll A1 (p0 Al ) pdine (5S
L e Lo

Cipad) el Gl (rany pgiclinny SIS Gpaes Caslall cppaally SIS (o elimely sl b Al die i
iy SR Cpae aaiilly Hlall Cipean (el glaal) Cipas dangll Cipas (Ghsll (@ladll Cipad) d)seanl)
Blaiud (£0) lgie caalind ciliny) BHlainl lgale ey Lilsdic Auhall die (e B35k (0T) ksl & g (il Capan ¢(g)laal)
Aabisdll CHLA) e ddaill 8 ARl chlany) A 0s8 el diaall b LS aad @lldy i) (F) ae cadag
.(%‘W,Y‘Y‘)

g ) |

Gl pualing Aliailly ¢ Alfisall Cyiall e e JS0 Aedll Ayleall illasgiall 43)laal zga3all (T-test) Lol Hasiu) o
2l oleall gl aa cAzull) Cijlaal) J3)a (OECD) duaiilly (galai®y) ¢glail) daliia ¢ jabal) dswdall daSgal) (salia
¢ yaie J9 lead) Tavgll G G OIS 13 Lo pantl llyg s sl AaSoall lasaal 5amd) dapall (S3Y) 2l S (g3 ¢ (T)
) bl z (V) &) dsaal) gy o( <_ v+ 0 ) Aflian) A (goie vie @llg ¢ Aflian] AN 13 Baall dasall 5aY) aall s
~piall dylual) Glasgiall zga3all (( T-test

(V) p dsad
Olail) dadiia (o Bpabual) dysnbal) AaSsald) f5alae ilagia Budad jualind dpluad) cillagiall za3al) (T-test ) JLas) ¢
Al Cijlaall Jals (OECD) daiilly (gabuaidy)

Ligina Ggiua | (T) Aad | Lalldap | oluall gl Uiiual) & paial) &
(M)
Ao
33.776 £ 4.29 Ldally Belaslly By Galae sl aaay VY [
LAa3lly LIMEN
I Galaa 945 ipaal) gl udly aad aag | LY
e 18452 | ¢ 3.88 &
G3Aa3 Allady dgjig Alfiue dnafye daliih Cipaal) Baiay | ¥
vy e 26.077 £ 3.98 ) o e
LU Tasa
s oo Adlidlly rlady) (glase cimaal) a3l | L
s 24.423 €\ 4.24 ¢ ¢ : f
calilally Gl glaal)
e 17.331 £ 3.81 bl Blay Jlad sl agay laas Cipaal) a3l | .0
Bl chaly clil€ey cliagad ali Cipaal) A | %
RN 11.785 £ 3.57 = f .
LA antlg
Oladag Oatlacall a0 Maadl Cielia) Cipaall (g aagi | LY
. 14.089 £ 3.69 _—
VLT EN
e 15.081 £ 3.93 Gsba Oladag gl st celya) Cipaal) ol aagi | LA

dasall Yy




Al cld gAY Gl

e 9.450 £ 3.57 Agaadug Llal) ASoldly ABAY) julaal) Cipaall i | .9

08 Blall Luasansall AaSsall s ala Gulsd Clagha il
e 22.052 £ 3.88 BESK) (OECD) daiilly ‘_“541..4:35\1\ Osladll  daliia
oll) Cijlaal)

ol Lo gt (V) &) sl 0
L) Lt} s

Osbaill daliie ¢ Babal) dswnibal) AaSoal) tgalia (Gaai lagha g Y " Al o ani lly dacadll o2 Lidly Al
Lassiall n One Sample Test Lol diell Sl HLasy) aladi) &5 28 . ddl) Gijlaall Jals (OECD) duaiilly (galaidy)
Jualall duall Jaugia g U] dacajill o3a (i Lad (V) o8y Jsaadl salsl) dalasll dasi cajglals " oo pdll (laill Jansgially ol
Cijladl Jals (OECD) duailly ola@yl gglaill dadiie oo 5lall duwsdall AaSonl) tonlie 3ult Clagie i puaie ade
Copud 2y clograll s B sl AN aall Jie 53l daps (V)0 +) el Jagiall Slaeas A3ke d50 (3.88) allly dall
I3 gl gl ¢ v,00 e dil ag vy 00 ) pvalue dads ((22.05) Liswadl t dad ge tlid) ladiul JAlaa) dudaill il
(OECD) dsaiilly golai®¥!) pslaill dabiia e 8pliall dassgall AeSoall toalie (gudai ilogie High 4l iy Lea dilias) ANV
gl Gylead)) Jal
AV el Ll )

S Aallly AdEGY )y AdaYly SeUsl B Galae sliae] phialy ¥ " 4l Jlo pan Al duajdll sda ladls il
i) Ay cayehall "o ydll (i) avsially luall Lawgial) o One Sample Test dolal) duell Sl jlady) Hass)
La¥tly Belislly oY) ulaa slisef aia paie ade dealall Aill Lagio ¢ L8] cApajdl) sda Gady Led (V) a3y Jaally 535l
Cpaiall @l jia saal 3V aall i g3lls A (T 0) Jsited) Jagiall lear Ajlae dn ) (4.29) AUls cAaiilly ALY )
¢ v,00 e B ag (4500 0) pvalue dads (33.776) Liswadll tdad o tlid) aladiuls Slasy! ddail) il cjind S8,
alplly LD 15 4laY g 5USIL oY) ulae climel aiay ail iny Las cAilas) AN @l L 6
Al Lejal) Luajal) Y

pladiu) 5 3 LB Galaa ggdy ipaal) (St maly waat s ¥ Al e pan lly L) sia lasls Al
Bl sl A cipehli " dll (il Lagidlly lead) Jaugid) o One Sample Test ZolaY) duell Sl lasy!
HIY) Gdae 535 Cipadll ISl il 2as3 35y peaie dile Jualal) Al Jasgio g U)) cAuayill 238 (ot Lad (V) o8 Jeaall
el Copud My geaiall Gl a9 ad oY) aal) e gilly Aapy (T, r) Do) Boassiall Sl 4l da0 (3.88) &l
A 3 Ll gl ¢ 0,00 e Bl g (00 0) P oovalue dads (18.452) Dipundll t dad oo tlaa] aliuls Jlas) Jidail
B Gulaa 535 Cipeadl) Sl il sl a4 e Lea cdilas)
L e @) A @l ¥

b " JEieY) fae (3ias Allady Aguyig Akivua daalie Akl Cipaall Biing ¥ " 4l o an lly dacajill oa lasls Al
Jalaill G yglals " ol (glaill Javsially bl Javssiall ¢ One Sample Test Lala¥) duall Sl HLady) aladi) &
Ag3iy e daalye dalail Cipendl) Lliia] juaic ade Jdealall Al Lavigia )] cdacasill 038 (ads Led (V) o) Jsaalls 525l
A i saal V) asll i @llg day (Y0 ) Jsstal) avgial) Sl Ajle day (3.98) &l «JlnaY) fase gaas dlladg
Ga BB g (500 0) pvalue dads (26.077) diswndll t dad oot laa] sadiuls Slasyl i) @5 copul Sy ¢ paial)
LY Tase (3oad Alladg dgajig ke danhye deaail Cojuaall Badiny 4l iay Las LAflaa) ANa 3 3¢ 4,00

Aadaal) | Y¢




ol Al dpdajd) .8
bbbl claghal) aan oo Adldlly ¢ Ualy) (glaa Cipad) ajily ¥ " 4l o an lly il o3 lidls Al
Aoy gl ol (i) laugidlly (lesd) Lsidll ¢ One Sample Test el dnall SE LYl Hadn)

clafy) o Cipadl alil) e ade Jualal) Lall baugia plin) il o3 ety L (V) o) el sylgll sl
Gl Y1 anll ey 535 dayn (¥, 0 +) stall Janssiall Slonas L)l day (4.24) Ay cclilally cilogladl) gaen oo Aalaslls
(+s000) povalue ieds (24.423) Lsnd) t dad oo tlaa) st Slasy) diaal) wilis ool Sy ¢ uaiall ol g

cllally Slasteall aaen e Ailadlly ZLadl) (slaas Cipadl a3l 4 e Lee cdflaan] AN @3 ag ¢ v,00 e BT o

) Lo jdl) Lajdl) .o
padiu) 5 g hlaall B Jld Uil ey Glada Cipad) ail ¥ 4l e pan ol Al o3 ladls Al
sloll Jlail) A cupglald "ol (il lavgially sleall lausidll (e One Sample Test Lola¥) duall G laay)

HlY Jlad olai agag Olaay Cipad) G5l gaie ade Jualall duell Jaugie g U] cduzajdll sda padn L (V) o) Jeaall
Copd g ¢ puaiall @lld g gl ) aal ey 535 days (F0+) el Jassgiall Ly A3)2e day0 (3.81) dllls jhladl
AYa @lig e v, e il ag (vy0 0 0) P value dady (17.331) Liswaal t dad oo tlid) aladiuls Slasy) dlasll il

bl 52y Jlad aUai asag Glacms Capaall ajl ail ey lae L 4las)

dald) s jal) ucajpl) .1
& Ay AShall Chal clbiley cliayat sl Gipadl A V" 4l Lo gt il il sda ladls il
) G cpglald il (i) basgially oleal) Jagial) n One Sample Test Lulal) duall bl laay) Hlasi)

Gty ey Slimgad s Cipeaall i ddle Jealall il Jaugie g i) ozl o2 (ads Lad (V) &85 Jsaall sy)lsll
Ny ¢ puaial) Glld i gaal V) aall Jiay gl dapd (0 ) Jstall Janssiall liwas A5lae day0 (3.57) dllly cdllanlly Lalaclly
C3g ¢ 0,00 e B g (500 0) pvalue dads (11.785) dupundll t dad o b lid) aladinly Jlasy) didail) w3 coiud

Alaally 485N Gty il s cilimigad alai Copaall i ail e Lae dilas) AV
daaled) sl ncajal) LY

3 aghsha (laday (panluall g0 waail Clela) cipadll @A wagi Y " Al o et Al Al s2a il dudal
Aulal) dain < jelil "2l il bugidly oleall laugiall o One Sample Test Aalky) duall Sl eyl aladi)

293 aadl Capadl (sl Gl dsag pale e dialall Liall Jaugie g i) cdajill sda oo Lad (V) o) Jsanll 53l
Ay i el (S asl) Jie s3lls daps (V0 ) Jsited) Jangiall Sl &jlae day0 (3.69) Ully cagisin Glacas (et lisal)
Oe B a5 (vy0 0 0) pvalue dads (14.089) dugund) t dad ot laa] datiuly Shasy) ddaill il cjind g ¢ uaial)

cagisin Olaag Gaealudl 50 il Cilela) Copaal) (gal ail Jiay Las LAdlias] ANS cldg ¢ vy00

Analll) de i) dua @l A
<) gAY G Gais claday Jledl waadl clelia) Cipaall (s s Y " 4l o pan lly duil) sda Ladls Al
Coelaly "ol (il Tavsgially lual) Javigidl) ¢ One Sample Test Zalal) duall A6l jLasy) aladia) &5 3 . "48l)
Cipad) 2l Slebha) 25y paie ade dualall Al Janigia £ L8] cAaadl) 020 pady Lad (V) @) doaalle 3000 Jidall das
i g5 Ay (¥, +) Jssial) Jasgiall leas Ljlae 4y (3.93) adllly cdlall cld AY) GlLYI Ggia Glaay sal sl
P Aeds (15.081) Zipunall t dag oot las) dadnul Slasyl dlaill 25 il 25 guainll b i gad V)
Gsin Glaay Jsal aaail Glela) Capadl g2 aag 4 e e JAdlas) AN @iy ¢ v,00 e B 4 (v, 0 00) Lvalue

A @ (g Y1 Gk

isiall | Yo



deil) ARl duaydll .4

pladind o5 s lgandug Linll ASsllly ABIAY) pulaal) Cipaal AD Y " Al e pan ally Ll o2 Lakls dulalg
Blsll sl dais cupglily "yl (il Javgially sl lausidl n One Sample Test &ala¥) duell Sl lady)
Wa) ESbully ABAY) ulaall Cipadll (i jeaic ade Jualall dial) Jagia g ) cdamjil) o3 pads L (V) a8 Jsaall
Cotad By geaiall Al 35 (gl (V) s Ghar 53y daa (¥, 0 +) Joskall Janssiall b Alie 33y (3.57) Jully ¢lganiy
Ao @lig ¢ v,00 e BBl ag (v, 00 0) P value dads (9-450) Lisead tded oo t L) aladiuly Slaa) ddall il
Ngandug Llall A€0ully LAY uladd) Cojpeadl i adl ey Les LAdlias)

Cilauagll) g il
@.‘ulﬂ\ :’in
tole 3k Slagie g’ 4l ) Jeasill & dilian) culll) deja aladnuls Alawy) 8 syl i) ddas DA e
rsb Lo ) Talid @lldg "Aalll Cajladll Jals (OECD) duaiilly (solai@y) ¢yglaill dalaia (i 8pball dusnssall 2aSsall
alilly LR 15 4laY1g 5USIL 5oy udae clinel aias L)
BN alae 939 ipaall (Sl mialy 2anT 3gay LY
LY Tase (3oas Alladg Agayiy Alkise danlye dalaily Copndll Lalina] ¥
clilally clagleall paen oo Adladlly ~ Lad)) (glasey ol Al L
bl 5oy Jlad alai dgag Glaras Capaall Sl L0
Allaally 288l Caay ey ciliassas pllail Caypadll a5 .1
pedsts Jlaag (pealuall Hed aaail Cipaall ool ileln) agag LY
DY 3 gAY GLLY) Gsis Jlacag el maatl Gipead) (il Clelia) 3sag LA
Ngmaning Llad) AS5Ldly ABAY) uleall Gopadll i3 .4

isiall | Y1



Claa i) (L

- ‘;_NL‘ Caldl (pas ¢ gl dagll &5 (A @l Pla o

(5 +(OECD) apailly (galuatll (yslatll aliia o 8palacll Gpusmssall Aol toolon Gk 4l iy g AuSsll 5550 o] )
(fakadl) 55135 cAanslaall s ¢ ll) Gmalyaly Cppmmlaall £ ¢l Sl Gsm) Al il lalaially cling)) pe Gansiill 5
+ gl g5 (e gl clumaall olal gt s Ly fsabsall el Bty i Al Slasnssll RS 3] Jal e

@B gl dalaia (e 8yalall dusnsall AeSoall (oale (o Aine Cijlaally (als Lusnsgall 2aSonll Cgi€a Qs Glasid LY
Beaall 45135 Al Jalsally A21al) aUaily ol pUatl) e cllls B3gngal) dadai¥] e JolSilly (535l (OECD) detills
i peaall

grase Jolin A daasid) Clpaladly clpall Lalal @llyy bl 8 Al Slawsal 5 Lalell Slasgal) G dblall Ly, LY
(Wally eclasially ity czaall)am o dpunsjall aSsall

bl

4 ad) ARl aa) yal) 1Yl

c(VV) ) sz\:u‘)ﬂ\ bf)ﬂb @M\ C'_ﬂ.ubd c“a,_f.'\...i‘gﬁ\ deAAﬂ u.uv.ujA.“ aSa.‘d\ JE u& Jhl&d\ é)\.\! AR RREVEO ca.ﬁmr—jj .

FYY=YOV (a o (Yo1)) (V£)) aaall

cwdj\ﬂ QL)LU.\AJ\ g.‘é.ﬂé.a w U.u&\ ‘:"-.\.G-A“ ‘fdﬂ‘ JA;}AJ‘ c”t.".\\gl.u;]\ @JA) W;‘A\ (:S;ﬂ\ "eYeo Y cdana c)_.':.&..:” .

Olas

Credit Lyonnais ) z3seil &kt &)y Al olaf 8 oy dussgall AeSoall (goind Y40V calus 3 jae cgamall |

L) slall dyspell LeanalSY cBygiiia b 0 giSa Aag bl las Ay b Ayl ISAN e (Securities Asia

23a) cde LaaY) Ll lse Cgll) Cijlaall A dpsadall daSgal) Gra) Al T YV E (rlie ee sl

.\AA_\-LY‘ U= ‘(Y ~)
bl giae AL ajanl 2635V Lalad) Loalsal) S5l 3 Lnssgall AaSpall plas ysbat’ ¥+ v f cdanl (el ¢ Juigll,
e cllall Sl sl Lujal) Glas daals (Brgdia i oligi€y Aag i ¢ il

‘C._WLd\ 3.:.41; cw_ﬁb ):.\.\u;u :ulu) c"l:\,\:\s ‘ﬁ &_'QJLAAX\ E\AS}; :\uJLu Cjb H_._\E:\) z\.mb.l" ARER ‘L._x.;)su.ﬁ'; ¢ daaal

RNESRTRS

Lblas Ay ¢ A bal) AaSgal) tgabias A ) dalad) dadluall SN Al (saa " (YY) Lsh sealdl) e ¢l dess.V

isiall | YY



i) Al gl 1

[1] Agrawal, Anup, & Chadha, Sahiba., 2004, " Corporate Governance and Accounting Scandels",
Working Paper, www.ssrn.com.

[2] Al-shammari, B, Al-sultan,W, 2010, "Corporate Governance and Voluntary Disclosure in Kuwait,
International Journal of Disclosure and Governance, vol.7, No.3, pp. 262-280.

[3] Al-Twaijry et. Al, (2002), Audit Committees in the Saudi Arabian Corporate Sector.

[4] Cattrysse, Jan., 2005, " Reflection on Corporate Governance and the Role of the Internal Auditor" ,
WWW.SSrn.com.

[5] Claessens, Stijn., 2003, "Corporate Governance and Development”, The international bank for
Reconstruction and Development / The World bank.

[6] Hamdan et al., 2012, **The Impact of Audit Committee Characteristics on Accounting Conservatism:
Additional evidence from Jordan™ , J. King Saud Univ., Vol. 24, Admin. Sci. (1), pp. 1-15, Riyadh
(2012/1433H.)

[7] Mathiesen, Herik., 2002, ** Managerial Ownership and Financial Performance™ Ph.D. dissertation ,
Copenhagen Business School. Department of International Economics and Management.

[8] Organization for Economic Co-Operation and Development, 2004, " OECD Principles of Corporate
Governance". www.oced.org.

[9] Vishny, Robert W. and Shleifer, A., 1997, " A Survey of Corporate Governance”, Journal of Finance,
52(2), pp. 737-783.

A g ) o gal) ;LIS

www.cbl.gov.ly .\

dasall | YA


http://www.ssrn.com/
http://www.oced.org/

|Gh@BAL JOURNAL OF
IEGONOMICS & BUSINESS

! Researh, Enighimen: Ficiogs Appicséons Derelopmest

Global Journal of Economic and Business —Vol. 1, No. 1, 2016, pp. 29-39
e-ISSN 2519-9293 , p-ISSN 2519-9285
Available online at http:// www.refaad.com

Impact Evaluation of Foreign Assistance and Donors efforts on the
Development Performance: Case of Jordan

Sana’ Nayef Elhennawi

Al Bayt University, Economics of Finance and Business Department
hennawisanna@hotmail.com

Abstract

Foreign aid is essential to enhance economies at poor countries. Regarding to the United Nations
approved article that richer countries should assist poor countries by 0.7% of the rich Gross National
Product. But still many of these countries did not offer this percentage, where this is restated in 2015
in the Millennium Development Goals Global Assembly. Trillions of US dollars are spent and
offered as foreign aid but a little of economic growth has taken place. Political conditions and its
reforms are essential to address the growth of Economic Rate of Return (ERR) on foreign aid
investment. It appears a positive relationship between foreign aid and economic growth regarding to
literature if there is good political environment. Evaluation and empirical studies address that
institutional and individual capacity building is not sufficient for conducting evaluations or for
accepting of managing foreign aid projects and programmes. Awareness and enforcing institutional
and individual capacity building will help a lot to get better impact of these aids on development
intervention especially if there is distinguish government support in decision making and facilitating
issues.

Key words: foreign aid, evaluation and impact assessment, development interventions, projects and
programmes, theory of change, evaluation management and communication with stakeholders

1. Introduction:

Foreign aid has its impact on development which can be addressed and assessed by evaluation
and impact studies. These aids targets developing countries for development performance
enhancement and raising citizens’ well-being purposes. This means effectiveness of foreign aid. This
paper focused on effectiveness and its related environment conditions. Foreign aid effectiveness can
be assessed through evaluation and impact assessment studies using evaluation criteria that include
relevance, efficiency, effectiveness, sustainability and impact. Professional evaluation staff is
essential in this matter which developing countries face challenges at this point.
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2. Literature Evaluation and Impact assessment

is one of the essential processes of the development interventions; mainly, development
projects, programmes and policies that are funded by foreign aid. Mostly, foreign aid
programmes are not evaluated in terms of its impact. Over decades, evaluation and impact
assessment varied in methodologies, approaches, processes and targeted outcomes and impact. It
responds to fiscal and available resources for depth purposes. These evaluations variously
highlight management needs, building institutional learning, accounting for resources, informing
policy makers, and building local oversight and project design capacity(Lawson, 2013). Effective
evaluation deals with several challenges such as the extent of clear aid objectives, funding and
personnel constraints, funding accountability, methodologies, timelines(Lawson, 2013). Foreign
aid is one of policy tools that rich countries help poor ones, in order to improve citizens’ well-
being and facilitate economic and institutional development. Empirical piece of evidence of
foreign aid benefits are mixed and debated. Foreign aid is often determined regarding to the
donors’ objectives rather than the recipients’ needs. Piece of evidence concerning aggregate
impact of foreign aid is hindered by problems of measurement and identification, which is partly
due to the nature of aid. Recent studies discuss using nature and randomized experiments to test
definition of aid concerning disaggregated outcomes(Qian, 2014). In 1970 resolution, the United
Nations (UNs) General Assembly specified 0.7% of rich countries Gross National Product (GNP)
should aim poor countries in the form of official development aid (ODA(. At least 3.5 trillion
dollars were given as foreign aid during 1960 till 2013, only seven countries committed to 0.7%.
In 2015 this commitment restated in the Millennium Development Goals (MDGSs). 16 of the
OECD Development Assistance Committee (DAC) member countries have agreed to this. In
2004, UNs identified the core inputs to development such as teachers, health centres, roads, wells,
medicine. This assistance aims to break down poverty cycle in the poor countries. Over these
years and trillions of foreign aids and still some of poor countries poor such as Africans, this
prompted towards research to evaluate the impact of foreign aid. The research raises more debate
discussions, for example, World Bank (WB) meta- study of evaluations implied that even billions
of dollars are spent as foreign aid there is still very little to know about the impact of these aids in
the poor countries. Although aid has not met the UNs ambitions, but large amount of these aids
exceed the 50% of the recipient’s GDP like Liberia. Since 2010 foreign aid has accounted in
average approximately 64% of GDP (Qian, 2014).

2.1 Quality of foreign aid

Wane said addressing the determinants of quality of foreign aid is crucial. Donors have that
impact on foreign aid quality. Quality is an inner relationship between the donor agency and the
recipient government. Well-designed project -high quality aid- and hence effectiveness is accepted
by high accountability government. Poor accountability could be related to unable to assess the
worth of the projects.Donors’ agencies impact on its internal staff to design projects depends on the
recipients’ countries type. The more country capability to receive better aid packages because of its
capacity to select projects targeted development. Quality of foreign aid is discussed largely recently
regarding to the volume of these donation aids and the needed to assess its impact. Early, quality of
foreign aid measured through four dimensions: its volume, its terms and conditions, the extent to
which it is tied and the geographical allocation. Recently, quality measures involved in the priority of
the recipient countries that are most need, i.e. the poorest that can get the highest impact can occur.
Research finds out no impact on average, foreign aid has not spur growth or increase quality of life
to those recipients. Aid works if targets appropriate candidate countries that have good economic
policies and can translate these donations to economic growth and poverty reduction.
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This will reflect aid effectiveness. Researchers established index of “economic” selectivity that can
addresses the impact of foreign aid. It depends on the political regime of the recipient country.
Policies are important to generate improved development indicators. Thus, this country with its
mature policies, institutions capacities is candidate for foreign aid and gains better economic rate of
return (ERR) of projects (investments). On the other hand, the lower ERR can be seen in the
distorted economies. Finally, quality of foreign aid measurement put all the emphasis on who gets
the aid?and are thus driven by the downstream actors characteristics?(Wane, 2016). Debate about aid
effectiveness goes for decades ago. Some argued that the extent of effectiveness due to the poor
countries, others admitted failure of foreign aid. In some cases, it supported poverty reduction and
even might prevent worse scenarios of performance. Regarding to literature, few research found out
the positive relationship between aid and growth under certain circumstances, where others didn’t.
Effectiveness is considered as the economic growth where some countries have received large
amount of aid and have recorded high rates of growth, while others have recorded slow or negative
relationship. At the same time some received a little and have done well while others haven’t. This
varies among countries due to its economic conditions, mainly; economic policies (Radelet, 2006).
Foreign aid can helps poor economies to spur growth through (1) financing investments, since poor
countries cannot generate sufficient savings to finance investments to initiate growth, (2) Increase
worker productivity through investments in health and education, (3) Transferring technology and
knowledge from richer countries to poor ones by paying for capital goods imports (Radelet, 2006).
2.2 Foreign aid definition:

“The standard definition of foreign aid comes from the Development Assistance Committee (DAC)
of the Organization for Economic Cooperation and Development (OECD), which defines foreign aid
(or the equivalent term, foreign assistance) as financial flows, technical assistance, and commodities
that are (1) designed to promote economic development and welfare as their main objective (thus
excluding aid for military or other non-development purposes); and (2) are provided as either grants
or subsidized loans”’(Radelet, 2006).

Most foreign aid is designed to meet one or more of the four economic and development
objectives, mainly; concerning economics and development stimulation and performance
improvementl (Radelet, 2006). 3.Evaluation and impact assessment Swedish Agency for
Development Evaluation (SADEV) is one of many bodies and agencies that involved in development
evaluations and impact assessment processes, management and utilization. Most of these agencies
and bodies are independent and directly related to the board- top management. One of these bodies
as a Jordanian practice, specifically, government practice of institutionalizing evaluation and impact
assessment. Most of these agencies, bodies and associations’ mandate focus on development
evaluation. This concentrate in addressing the efficiency (output), effectiveness (outcomes) and
impact (results) of the development interventions, in addition to the relevance and sustainability of
development interventions (Veiderpass&Andersson, 2007). The question whether or foreign aid
enhance economic growth and efficiency use of resources is still under debate among researcher,
evaluators and policy makers. For instance, SADEV study discussed this question, where it
mentioned for the little piece of evidence concerning significant positive effects of foreign aid on
poor countries growth on the long run. Foreign aid works better on economic growth if the political
environment is better. This study addressed the aid effectiveness to the production theory context.
First step, the study addresses how to use resources in terms of production theory inputs. Second
step, addressing the correlation between efficiency of country and resource inflow in the form of aid
(Veiderpass&Andersson, 2007). Foreign aid enhances changes that create better conditions for poor
people to improve their income and living. Over decades, it has seen successes and failures of
development assistance. Better policies and aid resources allocationmore effective reducing poverty.
On the other hand there are still huge challenges in health and education, mainly; in SubSaharan
Africa, where it witnesses declining standards of living, malaria epidemics, weak institutions that
needs effective policies. Social and economic complexity changestargeted impact of aid cannot be
separated easily. Developing countries bear of development burdens and receive the credits of
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development successes. Aid sustained only if the recipients committed to development and
development process changes. Any successful project is funded by foreign aid in early stages, is
probably become self-sustaining later on and serving others elsewhere, because of these reasons and
others positive impact of ODA can be larger. In this context, cause and effect and attributing
outcomes of ODA to particular actions is often difficult, and any attempting to claim successes of
foreign aid can devalue the practice of partnership(Goldin, Rogers & Stern, 2016).

1 These objectives are:(1) to stimulate economic growth through building infrastructure, supporting productive sectors
such as agriculture, or bringing new ideas and technologies, (2) to strengthen education, health, environmental, or
political systems, (3) to support subsistence consumption of food and other commodities, especially during relief
operations or humanitarian crises, or (4) to help stabilize an economy following economic shocks.

3.1 Understanding

The role of evaluation Independent evaluation of development programmes provides information
about what works, what does not and why. Improving development t effectiveness of foreign aid is
good learning practices which contribute in holding the donors and partner country governments
accountable for results. Encouraging good practice, this practice includes questions, how should
evaluator plan an evaluation, consult with stakeholders and follow up on findings and
recommendations? These questions are addressed in the evaluation framework, evaluation plan and
theory of change of the development interventionsunder evaluation advocated by Paris
Declaration(OECD, 2016).

3.2 Supporting collaboration

Coordinated and collaborative, evaluations doesn’t only concern of depth or broader level and scope
of analysis, but also streamline fragmented efforts. Joint evaluations are essential in the matter of
coordination towards ownershipadvocated by the Paris Declaration. On the other hand building
capacities among developing countries to perform and collaborate in evaluations is crucial matter
also (OECD, 2016). The figures below (1, 2 &) are done to institutionalize evaluation and impact
assessment processes practices at Jordanian government, since 2010 that foreign aid is essential
resource of funding development projects and programmes in Jordan.

Figure(1): Evaluation and Impact Assessment Framework.
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Figure(2): Evaluation and Impact Assessment Methodology.
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Figure(3): Evaluation Practicing through stakeholders- case of Ministry of Planning and International
Cooperation (MoPIC).
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Evaluation needs to address essential steps to be conducted, one focus on management, implement
and utilize good evidence and results of evaluation. Evaluation is methodology to address what
works? and what is not? and so what? These questions are developed in a theory of change of that
development intervention. This change is the programmes and projects’ results. Interms of
institutional evaluation processes all international agencies practicing evaluations at all the
programmes and projects level, that is; planning phase, implementing and using. There are developed
norms and facilitateAs a platform for evaluation learning and co-ordination, the Evaluation Network
develops shared norms and standards and facilitates our members' efforts towards joint work by
encouraging them to share and co-ordinate their plans for future evaluations(OECD, 2016). 4.
Monitoring and Evaluation: Concepts and Process Most of the 30 OECD countries have mature

M&E systems which earliest adopters had. These systems are democratic political systems, strong
empirical traditions, civil servants trained in social science and efficient administrative systems and
institutions. Developing countries attributes includes similar and different challenges, weak political
will slows progress, difficulties in inter- ministerial cooperation and coordination can impede
progress, new evaluation systems need: political will in the government, highly placed champions
willing to assume political risks, credible institutions(IPDET, 2009). Development interventions are
managed based on results, which is called Result Based Management (RBM). Developing countries
facing growing pressures concerning improving performance of their public sectors and reforming
involvement by tracking results of government or organizational actions over time. On the other
hand Ifresults are not measured success or failures cannot addressed. If success cannot be seen it
cannot be rewarded. If success cannot be rewarded it is probably rewarding failure. If success cannot
be seen it cannot be learn from it. If failure cannot be recognized it cannot be corrected (IPDET,
2009). RBM Monitoring and &Evaluation M&E provides crucial information about public sector
performance, a view over time on the status of a project, program, or policy, promotes credibility and
public confidence by reporting on the results of programs, helps formulate and justify budget
requests, identifies potentially promising programs or practices by studying pilots, focuses attention
on achieving outcomes important to the organization and its stakeholders, provides timely, frequent
information to staff, helps establish key goals and outcomes. permits managers to identify and take
action to correct weaknesses, supports a development agenda that is shifting towards greater
accountability for aid lending(IPDET, 2009).. Result-based monitoring (monitoring) is a continuous
process of collecting and analyzing information on key indicators, and comparing actual results to
expected results. Monitoring tracks movement of indicators towards the achievement of specific,
predetermined targets where evaluation: takes a broader view, considering progress toward stated
goals, the logic of the initiative, and its consequences. It is importantant to note that both are needed
to better manage policies, programs, and projects(IPDET, 2009). Theory of change is a
representation of how a project, program or policy initiative is expected to lead to the outcomes and
impacts. It also identifies the underlying assumptions being made with respect to how the change
will occur. The components of the theory of change are: Inputs, financial, human, and material
resources, Activities, tasks undertaken in matter of input under processing, Outputs, products and
services are the processes results, Outcomes, behavioral changes which reflects effectiveness and

Aadaal) | Y¢



Impacts, long term widespread improvement in society(IPDET, 2009).
Figure (4): Comparison between Monitoring and Evaluation
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Source: International Program for Development Evaluation Training (IPDET ). (2009).
Retrieved from http:/www.ipdet.org/
Figure(5): Key types of monitoring
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Source: International Program for Development Evaluation Training (IPDET ). (2009).
Retrieved from http://www.ipdet.org/
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Figure(6): Ten Steps to Building a Results-Based M&E System
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Source: International Program for Development Evaluation Training (IPDET). (2009). Retrieved from
http://www.ipdet.org/

5. Evaluation and Impact Assessment Practice:

Case of Jordan Since 2010 of institutionalizing evaluations and impact assessment practices at
Jordanian government, many evaluations are achieved. The evaluation commissioners were decision
makers in order to enhancing decision making processes and implementation. Evaluations covered
programmes, projects and institutionsusing the evaluation approaches, methodologies and concepts.
Main items are involved in evaluation high communications with all the stakeholders, preparing
evaluation plan and approved by those stakeholders, establishing evaluation questions that covered
all levels of evaluation standards and criteria, that is; relevance, efficiency, administration,
effectiveness, sustainability and impact. Those evaluations are highly considered the beneficiaries of
development interventions, the context of what is under evaluation and adopting efficient
communications are noted. These factors help to address recommendations straight to the point
regarding the project objectives, to design a plan to implement the recommendations and learned
lessons that are came up of these evaluations and efficient sharing and communications channels.
Even these evaluations are conducted there are still a lot to do to fill gaps that help effectiveness and
raising economic growth of the development interventions. Professional personnel are still few to do
this professional works, where the developed countries are too experienced in this matter. It is matter
the systems of gathering and analyzing data of the monitoring process need a lot work and
investments in human capital and software. This is challenge to get effectiveness (project outcomes)
and its impact results. The less the quality of collected and analyzed data (Monitoring side) the less
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the quality of evaluation will be. It is also matter that utilizing evaluation results and
recommendations is essential. The more data quality the more result utilization by decision makers
and takers. Although Jordan has strong relationships and collaboration and cooperation with donors
and funded agency, but there are still lot to learn. In general, these agencies designed an evaluation

framework at the planning phase of the project using several evaluation approaches. But, capacities

institutional, systems, culture need to work on more. Evaluation driven Decision is crucial to create
demand on evaluation. This demand will be followed be supply of evaluation services in order to
address if these programmes, projects and policies work enough. On the other hand, culture is
important to look at evaluation as improving and not auditing.
Please note that,
“Evaluation is to improve not to approve”
We should always ask ourselves,
Are we evaluating the right things? Or
Are we evaluating things right?

6. Methodology

This paper used descriptive approach by reviewing reports and conducting studiesconcerning
foreign aid, best practices and challenges. These studies expressed practical experiences of reports
and imperial experience. Case of Jordan depended on the evaluation studies that were conducted by
the researcher. These evaluations used interviews, field visits to several areas in Jordan. It used a
random sample of projects and programmes that are funded by foreign aid in Jordan. Evaluations
depended on the evaluation criteria of relevance, efficiency, effectiveness, impact and sustainability
in proposing the evaluation report.
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7. Findings & Conclusions

7.1 There is serious situation of foreign aid effectiveness in the developing countries, mainly; in
Jordan. These needs well project design, and qualifies staff to approve good project packages. This
goes in line with study of Wane and Radelet concerning quality of foreign aid.

7.2 Developing countries suffer of lack of Monitoring and evaluation systems that collected quality
data and analyzing it to support rational decisions. This goes in line with the reference “International
Program for Development Evaluation Training” (IPDET ).

7.3 Culture is something to deal with, since there is lack of culture concerning foreign aid
management and reporting. This goes in line with Wane and Qian who addressed the needed mature
foreign aid measurements.

7.4 Most Jordanian evaluation experience addressed that managing project and evaluation processes
are not enough sufficient concerning foreign aid efforts. This goes in line with evaluations that are
conducted by the researcher and dealt with Jordanian projects.

7.5 Although international agencies evaluate their projects, but this evaluation consider their
interests, that are in the project design. These interests are shown in the evaluation questions. This
means sometimes skip the beneficiaries’ interest. This goes in line with the OECD reference and the
researcher experience and practices with international agencies.

7.6 Although as the case of Jordan has national. Government plans (to express the planning phase)
but the implementation, follow up and evaluation phases are poor in developing countries. This is in
the absence of well- designed systems for these purposes.

8. Recommendations:

8.1 Enhancing personnel qualifications in building well project packages that are related to the
country priority.

8.2 Foreign aid management is essential to focus on by building capacities and getting follow- up of
the staff performance to generalize good experiences and best practices.

8.3 Building systems for collecting and analyzing quality data using local qualified expertise.

8.4 Environment is essential especially legislatives and regulations to get government support in the
matter of building or accepting well project packages, evaluation processes and building system.

8.5 Awareness focus groups and workshops are needed to share knowledge and to be so close to the
beneficiaries. Since they know the most what they need and are interests in. This goes in line with
the OECD reference and IPDET concept of evaluation.
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9. Learned Lessons:

9.1 Developing countries, Jordan also should have the privilege to learn on job -by practice- with
international agencies experience in conducting evaluation processes and building well-designed
projects.

9.2 Awareness of the international agreement and declarations is supported to developing countries
to rely on in designing, evaluating and utilizing the collected data.

9.3 Jordan have comparative advantage of those ICT qualified personnel that can help in building up
systems as an indication of mature implemented process.

9.4 Jordan’s society members are very close to each other and have high education levels, these
probably ease implementing a new idea or approach.
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Abstract

The study amid at estimated the role FDI on economic development in the Arab
countries during the period 1995- 2013, The study used panel data approach in 17
countries: (Jordan, United Arab Emirates, Bahrain, Tunisia, Algeria, Saudi Arabia,
Sudan, Oman, Qatar, Kuwait, Lebanon, Egypt, Djibouti, Mauritania, Morocco,
Yemen and Palestine), by applying three models are: Pooled Regression Model
(PRM), Fixed Effects Model (FEM), Random Effects Model (REM), and the
preference among the previous models were used two tests: Lagrange Multiplier test
(LM) to choose between pooled regression model and model effects model, and
Haussman test to choose between the fixed effects model and random effects model.

The study found the most important results, including: the FDI has a negative effect
on economic development in the Arab countries during the period 1995 to 2013.
The study also found that imports and exports and gross capital formation has a
positive effect on economic development in the Arab countries during the period
1995- 2013, The study recommended to reduce the wholly foreign-owned projects
ownership of, and encourage the establishment of joint projects that help local
investor to impose control over the foreign investor.

Keywords: Panel Data Approach, Imports, FDI.
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\Variable Coefficient Std. Error t-Statistic Prob.

LOG (FDI) -0.142061 0.048324 -2.939767 0.0035

LOG (IM) 0.079143 0.150916 0.524421 0.6004

LOG (EX) 1.232967 0.105274 11.71194 0.0000

LOG (GCF) -0.683211 0.118789 5.751444 0.0000

C 7.772465 0.347468 22.36887 0.0000
R-Square =/ 0.624244« a adjusted R-Square = 0.619518
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Variable Coefficient Std. Error t-Statistic Prob.

LOG (FDI) -0.045309 0.014884 -3.044111 0.0025
LOG (IM) 0.234568 0.053992 4.344460 0.0000
LOG (EX) 0.198023 0.041410 4.781964 0.0000
LOG (GCF) 0.201930 0.035065 5.758825 0.0000

C 7.340430 0.089361 82.14331 0.0000

R-Square =/ 0.989651:a adjusted R-Square = 0.988966
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Effects Test Statistic d.f. Prob.
Cross-section F 666.454287 (16,302) 0.0000
Cross-section Chi-square 1160.235748 16 0.0000
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Variable Coefficient Std. Error t-Statistic Prob.

LOG (FDI) -0.046803 0.014837 -3.154538 0.0018
LOG (IM) 0.232169 0.053865 4.310240 0.0000
LOG (EX) 0.205939 0.041255 4.991873 0.0000
LOG (GCF) 0.198094 0.035009 5.658405 0.0000
C 7.347765 0.248697 29.54504 0.0000
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Effects Specification S.D. Rho
Cross-section random 0.957180 0.9754
Idiosyncratic random 0.152121 0.0246
R-Square 0.865701

A adjusted R-Square 0.864012
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Test Summary Chi-Sq. Statistic Chi-Sq. d.f. Prob.
Cross-section random 9.407666 4 0.0517

Cross-section random effects test comparisons:

Variable Fixed Random Var (Diff.) Prob.
LOG (FDI) -0.045309 -0.046803 0.000001 0.2068
LOG (IM) 0.234568 0.232169 0.000014 0.5183
LOG (EX: 0.198023 0.205939 0.000013 0.0273
LOG (CGF) 0.201930 0.198094 0.000004 0.0521
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