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Abstract

The_ Impact of Government Budget Deficit in Jordan on
Transfer Payments : An Econometric Study

This study tackles a two dimentional problem confronting the

Jordanian economy since the mid eighties :

~ The first dimension of the problem is the decrease of the Arab
financial aid to Jordan due to the deterioration of the Arab oil
markets. ,

The second dimension of the problem is the return of tens of
thousands of Jordanian workers from the Gulf in the wake of the
Gulf war 1990. ‘ o

Since then, Jordan is suffering from several economic problems
on top of them is the budget deficit.

Jordan has seeked with cooperation of the World Bank and the
International Monetary Fund to set structural adjustment policies to
solve this problem.

Nevertheless, these policies were opposed by political and social
pressure groups because it marndates a decrease in transfer

- payments.

This study aims at exploring the historical relation between
transfer payments and the budget deficit employing an econometric
technique. The results showed that the growth in budget deficit did
not have a large effect on the decrease in the transfer payments.

The study is also interested in identifying the factors which may
maintain the level of transfer payment without affecting the
structural adjustment policies pursued by Jordan. It was found that

GNP growth rate, tax revenues, and the surplus in the balance of

- payments have a positive effect on transfer payments.
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