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i. Jordan has suffered two successive 
external shocks (global financial crisis and arab 
uprisings) which negatively affected growth, the 
fiscal balance and the balance of payments. The 
large influx of Syrian refugees further exacerbated 
those stresses. Headwinds in 2012 and 2013 also 
stemmed from the onset of a large fiscal consolidation 
program. In 2013, real GDP growth reached 2.8 
percent, which while subdued compared to the pre-
2008 high growth period, is still marginally higher 
than the growth achieved in 2012 and 2011. The 
sectors that experienced robust activity included 
those catering to Jordanian consumption and the 
basic needs of the Syrian refugees. While fiscal 
consolidation took place in 2013 when measured 
on a consolidated basis, the central government’s 
fiscal deficit widened as the governemnt took over 
the servicing of NEPCO’s debt. 

ii. 2013 was a year of stabilization. Large 
official transfers as well as key fiscal and monetary 
policy decisions taken in late 2012, relieved 
exchange market pressures in 2013. Dollarization 
reversed and foreign exchange reserves rose sharply. 
This enabled the Central Bank of Jordan to embark 
on an expansionary monetary policy since August 
2013, which helped sustain growth. The balance of 
payments strengthened in 2013, in part reflecting 
strong international support, structural reforms and 
improved confidence. The current account deficit 
shrank markedly in 2013, in part due to robust 
official transfers and lower energy imports. The latter 
reflects subsidy reforms, electricity tariff increases 
and stronger gas inflows from Egypt. 

iii. Jordan’s structurally weak labor market 
is expected to be further impacted by  the large 
increase in syrian refugees. Regardless of the 
business cycle, the unemployment rate in Jordan 
remains in double digits, reflecting high structural 
unemployment. Unemployment in 2013 remained 
elevated but did not worsen materially despite 
(i) an estimated tightening of job openings in the 
public sector due to fiscal consolidation efforts; (ii) 
moderate growth that is not sufficient to absorb the 

large influx of youth entering the labor force; and (iii) 
a large influx of Syrian refugees, some of whom are 
seeking jobs. Some tentative evidence indicates that 
the large influx of Syrian refugees could be pricing 
out Jordanian residents from the labor market. This 
results in a relatively strong drop in the labor force 
participation rate officially measured (which does 
not include the Syrian refugees). 

iv. Poverty incidence is estimated to have 
slightly improved between 2010 and 2012 but 
transient poverty remains at elevated level. While 
the latest official poverty estimates are from 2010 
(14.4 percent), WB staff have developed a new 
method to obtain (alternative) poverty estimates 
(by imputing household consumption data into 
the Employment-Unemployment Survey, which is 
conducted every quarter). The results show a slight 
decline in poverty of around 1 percentage point 
between 2010 and 2012. WB research reveals, 
however, that a third of the population lived below 
the poverty line in at least one quarter of the year. 
Hence, while progress continues in tackling chronic 
poverty, transient poverty is a serious concern as it 
points to a large share of vulnerable Jordanians.

v. economic activity is expected to 
accelerate somewhat in 2014 and 2015, 
while external financing will continue to be 
vital for guarding against exchange market 
pressures. Notwithstanding the continued fiscal 
consolidation drive, an improved fiscal mix—with 
revenue increases partly offset by stronger capital 
spending—would limit the fiscal drag on growth. 
Capital spending, largely financed by GCC grants, is 
projected to increase notably starting in 2014 due to 
strengthened implementation. Private consumption 
will remain supported by the Syrian refugees. The 
regional turmoil in general and Syria’s conflict in 
particular remain Jordan’s most significant short-
term challenges.  Diversifying Jordan’s energy supply 
is critical to building resiliency and improving the 
country’s balance of payments and public finances.
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الملخ�ص التنفيذي

�أن  �إلى  �لنهائية  غير  �لأدلة  بع�ض  وت�شير  وظائف.  عن  بالبحث 

�لمو�طنين  يدفع  قد  �ل�شوريين  جئين  �للّا من  �لمتز�يد  �لعدد 

في  حاد  �نخفا�ض  �إلى  يوؤدي  ا  ممّا �لعمل،  �شوق  خارج  �لأردنيين 

ل  )�لذي  ر�شمياً  �لمحدد  �لعاملة  �لقوة  في  �لم�شاركة  معدل 

عزيمة  على  �شلباً  يوؤثر  لأنه  وذلك  �ل�شوريين(،  جئين  �للّا يت�شمن 

�لعمل.  فر�ض  عن  �لبحث  في  �لأردنيين  �لمو�طنين 

خلال  �ضئيلًا  تح�ضناً  الفقر  انت�ضار  معدل  �ضجل  د. 

مرتفعة.  تبقى  الم�ؤقت  الفقر  ن�ضبة  لكن   ،2012-2010 الفترة 

في حين تعود �آخر �لتقدير�ت �لر�شمية عن ن�شبة �لفقر �إلى �لعام 

منهجاً  �لدولي  �لبنك  خبر�ء  و�شع  لقد  بالمئة(،   14.4(  2010

)من  �لفقر  لمعدل  )بديلة(  تقدير�ت  على  للح�شول  جديدً� 

يخاطب  �لذي  �لم�شح  في  �لأ�شر  ��شتهلك  بيانات  �إدخال  خلل 

وت�شير  ف�شلي(.  ب�شكل  �إعد�ده  يتم  و�لذي  و�لبطالة  �لتوظيف 

نقطة  بن�شبة حو�لي  �لفقر  معدل  في  ب�شيط  �نخفا�ض  �إلى  �لنتائج 

�لتابعة  �لدر��شات  2010-2012. لكن  �لفترة  مئوية و�حدة خلل 

�أن ثلث �ل�شكان في �لأردن يعي�شون تحت خط  للبنك �لدولي تبين 

وبالتالي،  تقدير.  �أقل  على  �ل�شنة  من  و�حد  ف�شل  خلل  �لفقر 

�لموؤقت  �لفقر  لكن  �لمزمن،  �لفقر  معالجة  في  �لتقدم  ي�شتمر 

�لأردنيين  من  و��شعة  �شريحة  �إلى  ي�شير  حيث  جدياً  قلقاً  ي�شكل 

�لقت�شادية. لل�شدمات  عر�شة  �لأكثر 

حد  اإلى  الاقت�ضادي  الن�ضاط  يت�ضارع  اأن  المت�قع  من  ه. 

الخارجي  التم�يل  يبقى  بينما  و2015،   2014 العامين  في  ما 

�لرغم  على  ال�ضرف.  �ض�ق  �ضغ�ط  اإلى  للت�ضدي  �ضرورياً 

يوؤدي  قد  �لعامة،  �لمالية  �أو�شاع  �شبط  حملة  ��شتمر�ر  من 

زيادة  في  �لتنويع  على  �لمبنية  �لمالية،  �ل�شيا�شية  في  �لتح�شن 

من  �لحد  �إلى  �لر�أ�شمالي،  �لإنفاق  جزئياً  يعادل  بما  �لإير�د�ت 

كبير  حد  �إلى  تموله  �لذي  �لر�أ�شمالي،  �لإنفاق  �أما  �لنمو.  تباطوؤ 

�أن  �لمتوقع  فمن  هبات،  بموجب  �لخليجي  �لتعاون  مجل�ض  دول 

لتعزيز  نتيجة  وذلك   ،2014 �لعام  في  ملحوظ  ب�شكل  يرتفع 

بدعم  �ل�شوري  �للجئ  ي�شتمر  و�شوف  �لتنفيذية.  �لإجر�ء�ت 

�ل�شتهلك �لخا�ض. ول تز�ل �ل�شطر�بات �لإقليمية ب�شكل عام، 

على  �لتحديات  �أهم  ت�شكل  خا�ض،  ب�شكل  �شوريا  في  و�ل�شر�ع 

�لطاقة  �إمد�د�ت  و�شائل  تنويع  �أما  �لأردن.  في  �لق�شير  �لمدى 

في  �لتو�زن  و�إعادة  �لمرونة  لبناء  حا�شم  �أمر  فيبقى  �لأردن  في 

�لعامة.   �لمالية  وتح�شين  �لمدفوعات  ميز�ن 

متعاقبتين  خارجيّتين  �ضدمتين  الاأردن  واجه  لقد  اأ. 

العالم  �ضهدها  التي  والث�رات  العالمية  المالية  )الاأزمة 

وميزان  المالي،  والت�ازن  النم�،  على  �ضلباً  اأثر  ممّا  العربي(، 

جئين  للّا �لهائل  للتدفق  نتيجة  �لو�شع  وتفاقم  المدف�عات. 

ل�شبط  ع  �لمو�شّا �لبرنامج  ى  �أدّا كما  �لمملكة.  �إلى  �ل�شوريين 

خلل  �لنمو  في  �لتباطوؤ  من  �لمزيد  �إلى  �لعامة  �لمالية  �أو�شاع 

�لمحلي  �لإجمالي  �لناتج  نمو  بلغ  فقد  و2013.   2012 �لعامين 

2013، حيث �عتُبر متو��شع  2.8 بالمئة في �لعام  �لحقيقي ن�شبة 

مت�شاعدً�،  نموً�  �شهدت  �لتي   2008 �شنة  قبل  ما  بالفترة  مقارنةً 

 2012 �لعامين  في  حُقق  �لذي  �لنمو  من  ن�شبياً  �أعلى  يبقى  لكنه 

فت�شمنت  ملحوظاً  ن�شاطاً  �شهدت  �لتي  �لقطاعات  �أما  و2011. 

و�لحاجات  �لأردني  �لم�شتهلك  طلبات  بتلبية  تتعلق  �لتي  تلك 

�شبط  عملية  تبلورت  وبينما  �ل�شوريين.  جئين  للّا �لأ�شا�شية 

�أ�شا�ض  على  قيا�شها  تم  حيث   2013 �لعام  في  �لمالية  �لأو�شاع 

�لمركزية  للحكومة  �لمالي  �لعجز  �ت�شع  �لحين،  ذلك  في  موحد 

�لكهرباء  ل�شركة  �لتابع  �لدين  خدمة  �لحكومة  تولّات  عندما 

�لوطنية.

الاقت�ضادية.  الناحية  من  ا�ضتقراراً   2013 العام  �ضهد  ب. 

رئي�شية  قر�ر�ت  و�شعت  كما  كبيرة،  ر�شمية  تحويلت  ت  تمّا فقد 

ا  ممّا  ،2012 �لعام  �أو�خر  في  و�لنقدية  �لمالية  بال�شيا�شات  تتعلق 

�نعك�ض �لتجاه  خفف من حدة �ل�شغط على �شوق �ل�شرف، حيث 

�إلى �لدولرة �لذي كان �شائدً� و�رتفعت �حتياطيات �لنقد �لأجنبي 

ب�شكل ملفت. وبناء على ذلك، تمكن �لم�شرف �لمركزي �لأردني 

ا  2013، ممّا من �لمبا�شرة في بلورة �شيا�شة نقدية تو�شعية منذ �آب 

متانة  �لمدفوعات  ميز�ن  �شهد  كما  �لنمو.  ��شتمر�رية  على  �شاعد 

خلل �لعام 2013، وقد ذلك عك�ض �إلى حد ما �لدعم �لقوي �لذي 

و�إزدياد  �لهيكلية،  و�لإ�شلحات  للأردن،  �لدولي  �لمجتمع  يقدمه 

نحو  على  تقل�ض  فقد  �لجاري  �لح�شاب  في  �لعجز  �أما  �لثقة. 

�لر�شمية  �لتحويلت  �إلى  جزئياً  ذلك  ويعود   ،2013 في  ملحوظ 

�لأخير  يعك�ض  حيث  �لطاقة،  و�رد�ت  ن�شبة  و�نخفا�ض  �لنا�شطة 

�لكهربائية،  �لر�شوم  وزيادة  �لدعم،  �أنظمة  في  �لإ�شلحات 

�لغاز من م�شر.   لمادة  �أقوى  وتدفق 

الذي  الاأردن،  في  العمل  �ض�ق  يتاأثر  اأن  المت�قع  من  ج. 

للّاجئين  الهائل  بالتدفق  هيكلي،  �ضعف  من  الاأ�ضل  في  يعاني 

�أن�شطة �لأعمال،  اأرا�ضيه. وبغ�ض �لنظر عن دورة  اإلى  ال�ض�ريين 

�رتفاعاً  يعك�ض  ا  ممّا ن�شبياً،  عالياً  �لأردن  في  �لبطالة  معدل  يبقى 

�رتفاعها  على  �لبطالة  ن�شبة  ��شتمرت  فقد  �لهيكلية.  �لبطالة  في 

نطاق  ت�شييق  )�أ(  من  �لرغم  على  مادي  ب�شكل  تتفاقم  لم  لكنها 

فر�ض �لعمل في �لقطاع �لعام نتيجة لجهود �شبط �أو�شاع �لمالية 

�لعامة؛ )ب(  نمو معتدل وغير كاف ل�شتيعاب تدفق ن�شبة كبيرة 

كبيرة  �أعد�د  دخول  و)ج(  �لعمل؛  �شوق  �إلى  �ل�شبابية  �لفئات  من 

منهم  �لبع�ض  يقوم  حيث  �لأردن،  �إلى  �ل�شوريين  �للجئين  من 
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Output and Demand
1. Jordan has suffered two successive 
external shocks that have altered the growth 
trajectory of the economy. The global financial 
crisis and the ensuing global recession were 
quickly followed by the Arab uprisings that 
started at the beginning of 2011. Subsequently, 
tepid growth and a rising current account deficit 
led to stresses in the balance of payments and the 
fiscal account. The large influx of Syrian refugees 
further exacerbated these stresses. Growth over 
the past few years has been far below the 6.6 
percent average achieved during the 2000-2008 
pre-crises period (Figure 1). Headwind in 2012 
and 2013 has also stemmed from the onset of a 
large fiscal consolidation program supported by 
an IMF Stand-by-Arrangement (SBA). 

2. in 2013, a marginal acceleration in real 
gdP growth was driven primarily by private 
demand. We estimate real GDP growth at 2.8 
percent, compared to 2.7 percent in 2012. As a large 
GCC-funded capital investment plan did not fully 
materialize due to implementation bottlenecks,  
private demand became the primary growth 

driver in 2013 (Figure 2). Private investment’s 
contribution is estimated to have strengthened 
due to two notable factors. The first is a boost 
to foreign direct investments, which is estimated 
to have reached $2.5 billion in 2013, or about 7 
percent of GDP, compared to approximately 5 
percent of GDP in 2012. The second likely involves 
a relocation of Syrian businesses due to the conflict 
inside Syria. Vigorous private consumption was 
partly driven by a large influx of Syrian refugees 
(to 576,354 UNHCR-registered at end-2013). 
Consumption by Jordanians was also robust as 
revealed by the 12 percent expansion in personal 
loans in 2013. Trade in merchandize goods, on 
the other hand, was a drag on growth due in part 
to large interruptions of output in the potash and 
phosphates industries, which could not be offset 
by improved supplies of Egyptian gas. Indeed, 
Q3 2013 in particular experienced a sharp fall in 
net exports which provided strong headwind to 
GDP growth during that quarter (Figure 3). Public 
consumption was an insignificant contributor to 
real GDP growth in 2013, mostly reflecting the 
Government’s fiscal consolidation efforts and the 
fact that high fiscal multiplier items such a capital 
spending underperformed.  

recenT economic and Policy 
develoPmenTs
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3. The sectors that experienced robust 
activity included those catering to Jordanian 
consumption and the basic needs of the syrian 
refugees. This activity was concentrated on transport 
and communications, financial services, domestic 
trade and construction, whose contributions to real 
GDP growth for the first three quarters of 2013 
averaged 0.6 percent, 0.5 percent, 0.4 percent and 
0.4 percent, respectively (Figure 4). Manufacturing 
was also a positive contributor as the sector benefited 
from the relocation of some Syrian industries. On 
the other hand, the average contribution during 
the same period of mining and quarrying was -0.2 
percent. Large losses in potash output were incurred 
as a result of strikes over workers’ compensation. In 
addition, there was a change in the administration 
of Jordan Phosphate Mines Company. Agriculture 
experienced offsetting effects with Syrian refugees 

raising domestic demand for food, while agricultural 
export routes (to Lebanon, Turkey and Europe) were 
disrupted. Restaurants and hotels had an insignificant 
contribution to growth; a decline in tourists, falling 
by 6 percent (Figure 5) during the first three quarters 
in 2013 compared to the same period a year earlier, 
was offset by higher spending per tourist.  

Labor and Employment 
4. Jordan has a weak labor market with high 
structural unemployment and a public sector 
that historically accounts for about half of job 
creation. While hovering around 12 to 13 percent 
over the past quarters, the unemployment rate 
has become unusually volatile in late 2013. In the 
third quarter, the unemployment rate shot up to 14 
percent, the worst reading since Q3 2009, before 
falling sharply in the next quarter, to a low of 11 
percent (Figure 6). The surprisingly large swings in 
the unemployment rate, also involved large regional 
swings, making it difficult to identify specific drivers 
of change. Nonetheless, considering the role of the 
public sector as a primary vehicle of employment 
in the country, the fiscal consolidation program 
is expected to have had a negative impact as it 
inhibited the absorption of new labor force entrants 
into the public sector. Indeed, the highest rate of 
unemployment in the fourth quarter was recorded 
in the age groups 15-19 and 20-24 years, registering 
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33.2 percent and 27.6 percent, respectively, while 
26.4 percent of total employed worked in the public 
sector. Jordan also suffers from a low labor force 
participation rate, which was 36.4 percent in Q4. 
While this number understates actual participation 
due to a relatively large informal sector, female 
participation is the lowest in the region. 

Fiscal Policy
5. in 2013, the central government (cg) 
assumed direct responsibility over the financing 
of utility companies leading to an artificial 
inflation of the cg fiscal deficit. The CG fiscal 
deficit, including grants, reached 12.6 percent 
of GDP in 2013, compared to 8.9 percent a year 
earlier. The primary reason for this deterioration 
involves sizable transfers to the National Electric 
Power Company (NEPCO) and the Water Authority 
of Jordan (WAJ), estimated at 7.1 percent of GDP. 
Prior to 2013, the utility companies were running 
deficits financed by borrowing from commercial 
banks under a government guarantee. Hence, direct 
CG financing of the utility companies amounted to 
only 0.3 percent of GDP in 2012. Last year, however, 
banks’ shrinking appetite for further exposure to a 
single company led the Government of Jordan (GoJ) 
to take over the responsibility for direct financing of 
NEPCO and WAJ. 

6. fiscal consolidation continues with the 
support of the imf sba program. Progress so 
far includes the cancellation of a number of tax 
exemptions and cuts in government expenditures 
targeting purchases of goods and services, capital 
spending and military expenditures. Subsidies on 
petroleum products were also broadly eliminated 
in November 2012 with the exception of LPG 
cylinders for private consumption (rising fuel prices 
have also generated increased tax receipts for the 
government).1 These were replaced with an annual 
cash transfer to each household earning less than 
JD10,000 annually, in the amount of JD70 per 

household member for a maximum of six members. 
However, no transfer will be made if the price of 
oil is below $100 per barrel. In 2013, around 70 
percent of the population benefitted from this 
transfer scheme. In 2014, the government plans 
to better target those who more genuinely need it 
by applying a stricter selection criteria for the same 
JD10,000 threshold. Additionally, there are plans 
for a new more progressive income tax law that is 
intended to raise revenue, albeit only marginally. In 
regard to electricity tariff reforms, the government 
began by raising tariffs on select businesses in 2013, 
and on households who consume over 600 kilowatt-
hours (KWh) early in 2014. This is part of a medium 
term plan for achieving cost recovery. To measure 
the extent of fiscal consolidation occurring in Jordan, 
we would need to net out grants and transfers to 
NEPCO and WAJ from the CG fiscal deficit. In this 
case, the deficit actually narrowed to 8.2 percent 
of GDP in 2013, from 10.1 percent of GDP a year 
earlier. Also excluding transfers to NEPCO and WAJ, 
we estimate current expenditures to have actually 
decreased to 26.2 percent of GDP, from 28.6 percent 
of GDP in 2012. At the same time, capital spending 
rose much less than initially forecast. As a result, 
total expenditures, excluding transfers to NEPCO 
and WAJ, declined last year by 1.7 percentage points 
(pp) to 29.9 percent of GDP. 

7. gcc grants in 2013 provided partial relief 
from prolonged fiscal difficulties. Excluding grants, 
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1 In 2012, oil subsidies totaled JD 884 million, equivalent to 4 percent of GDP. With fuel subsidy reform, oil subsidies are estimated 
to have declined to JD 250 million in 2013, which means a savings of over JD 630 million.
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Jordan’s government deficit widened to 15.3 percent 
of GDP, from 10.4 percent of GDP in 2012 (Figure 
7). Largely GCC-sourced, grants are estimated at 2.7 
percent of GDP in 2013, compared to 1.5 percent 
in 2012. The tax and nontax efforts remained largely 
stable, so that total domestic revenues rose only 
marginally to 21.7 percent of GDP in 2013. Sluggish 
economic growth since the onset of the global 
financial crisis has softened domestic revenues, 
which have contracted from an average of 27 percent 
of GDP during the period of 2000-2008. 
 
8. High deficits and sluggish growth have 
induced an upward trend in the debt-to-gdP 
ratio. Gross public debt is estimated to have reached 
around 86 percent of GDP at end-2013, compared to 
80 percent of GDP end-2012, and 71 percent of GDP 
end-2011 (Figure 8). Almost 75 percent of this debt 

is domestic, allowing some flexibility to supplant 
domestic with external financing, assuming there 
would be external demand for Jordan government 
debt. Indeed in 2013, Jordan issued $1.25 billion of 
US guranteed Eurobonds with a maturity of 7 years 
that was oversubscribed by international investors. 
Earlier in 2014, the US and Jordan signed another 
loan guaranteed permitting Jordan to issue $1 billion 
in Eurobonds, which we expect Jordan to take 
advantage of this year. The US Treasury guarantee 
helps Jordan borrow at low interest rates, close to 
the US’ own borrowing rates.

External Position
9. official transfers in 2013 helped sharply 
narrow the current account deficit. After registering 
a high of 17.3 percent of GDP a year earlier, the 
current account deficit fell to an estimated 10.6 
percent of GDP in 2013. This was largely driven 
by a sizable increase in official transfers, which we 
estimate to be equivalent to 7.3 percent of GDP. 
Imports rose as Syrian refugees boosted demand 
for consumption goods and more capital goods 
were needed by a robust construction sector. This 
more than offset a reduction in energy imports due 
to improved Egyptian gas supplies, which allowed 
Jordan to import less crude oil and petroleum 
products for the purpose of power generation. As 
a result, energy imports dropped by 12.2 percent in 
2013. Exports were subdued in 2013 as a result of the 
disruptions of output in the potash and phosphate 
industries. Overall, the trade deficit remained largely 
unchanged at around 30 percent of GDP (Figure 9). 

10. The lower current account deficit along 
with larger capital inflows induced a surge in net 
international reserves (nir) of the central bank 
of Jordan (cbJ). In 2013, Jordan received $1.25 
billion in grants from the GCC, in addition to a $150 
million emergency loan from the World Bank to help 
meet the surging costs associated with hosting the 
Syrian refugees. Furthermore, a successful second 
SBA review guaranteed Jordan another $643 million 
from the IMF last year. As mentioned earlier, the 
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government also issued $1.25 billion in Eurobonds 
under a US Treasury guarantee to finance both its 
fiscal and external needs. Moreover the CBJ tightened 
monetary policy until August 2013. As a result, 
foreign assets of commercial banks declined by 19 
percent, sourced mostly from balances with foreign 
banks. All this led to a 65 percent growth in foreign 
reserve at the CBJ in 2013, reaching by January 2014 
$13.4 billion, equivalent to 6.5 months of goods 
imports, by the end of the year. The dissipation 
of exchange market pressures helped reverse the 
dollarization trend that Jordan experienced in 2012, 
with the dollarization rate falling by 5.3 percentage 
points (pp) in 2013 (Figure 10).  

Monetary Policy and 
Finance
11. inflationary pass-through effects of the fuel 
subsidy removal are on the wane. The 12-month 
headline inflation rate peaked at 7.8 percent in 
February 2013, led by surging transportation costs 
that resulted from the removal of the fuel subsidy, 
and to a lesser extent by higher food prices. By 
December, however, the inflation rate had declined 
to 3.3 percent, signaling the dissipation of first-
degree pass-through effects of the fuel subsidy 
removal (Figure 11). For the year, the CPI inflation 
rate averaged 5.6 percent, up from an average of 
4.8 percent in 2012. Core inflation, on the other 
hand, which excludes foods and fuel, has increased, 
driven by housing and clothes. We attribute this 
to second-degree pass through effects of the fuel 
subsidy reform, as well as to a Syrian refugee boost 
to demand. We anticipate these price pressures will 
be temporary for several reasons. The first is that 
we do not expect the influx of Syrian refugees to 
be as large in 2014 as it was last year. Second, the 
robust construction activity is mainly concentrated 
in the residential sector, and will thus eventually 
relieve rent pressures, which has been an important 
contributor to rising inflation over the past year.   

12. The cbJ has loosened monetary policy 
stance.. With pressures on core inflation expected 
to be temporary, and the easing of exchange market 
pressures, the monetary authority was able to 
provide support to real economic activity. Since 
2011, sluggish economic growth has opened up 
a persistent output gap (Figure 12). In response, 
the CBJ cut the three key policy rates (re-discount, 
repo and window) three times by 25 bps each time 
(August 6, October 22 and January 20), in order to 
stimulate lending to the private sector and boost 
economic growth. Abundant external finding for 
the government also meant a decreased need for 
domestic funding, which translated into declines in 
intrabank, T-bill and T-bond rates by 58, 247 and 
318 bps, respectively, between January 2013 and 
November.
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13. The banking sector in Jordan remains 
subject to external shocks. By June 2013, banks’ 
nonperforming loan (NPL) ratio fell to 7.4 percent 
after peaking at 8.5 percent in 2011 (Table 1). 
However, sluggish economic activity prevents the 
NPL ratio to return to its pre-crisis level of 4.1 percent 
during 2007 and 2008. While banks have increased 
their provisions, their performance has remained 
stable in recent years, with Return on Equity (ROE) 
and Return on Asset (ROA) registering 10.4 percent 
and 1.4 percent, respectively, in 2012, the latest 
available full year data. Banks in Jordan are well 
capitalized easily meeting Basel capital adequacy 
requirements. The rebound of the foreign reserves 
at the central bank and the de-dollarization trend are 
mirrored by a deterioration of the net foreign asset 
position of commercial banks. Indeed, by end-2013, 
banks’ net foreign asset position recorded minus US$ 
2.2 billion, down from US$ 0.74 billion at end-2012. 

0 

1 

2 

3 

4 

5 

6 

7 

8 

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 

2010 2011 2012 2013 

Contribution to y-o-y Inflation 

Housing Other 

Transport and Telecommunication Food 

Inflation Core Inflation (without food) 

Percent 

figure 11. Temporary price  
shocks

Source: Central Bank of Jordan and World Bank staff calculations

0 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

-80 

-60 

-40 

-20 

0 

20 

40 

60 

80 

100 

Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 

Output Gap  

Output Gap (JD mln) 

Interest Rate (%, rhs) 

JD mln Percent 

figure 12. and a negative output gap justified a 
monetary expansion

Source: Central Bank of Jordan and World Bank staff calculations

Table 1. financial soundness indicators 
(in percentage unless otherwise indicated)
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14. growth for 2014 and 2015 is projected 
to accelerate mildly, to 3.1 and 3.5 percent, 
respectively, driven by private consumption 
and public investment. In our baseline scenario, 
we do not anticipate a comparable influx of Syrian 
refugees in 2014 as last year, nor do we expect 
a significant number to return home. Private 
consumption is projected to remain buoyant. In 
addition, we project higher government capital 
expenditures, which are largely financed by 
the five-year, $5 billion GCC grant, allocations 
of which began arriving in 2013. GCC grants 
are project-specific and based on bilateral 
agreements, funding large developments such 
as LNG terminals and railway linkages to the 
GCC. Hence, the government does not have the 
same flexibility to reallocate capital expenditures 
toward current expenditures as has been the 
case in the past. As a result, public investment 
is projected to gradually expand in the next 
couple of years. Based on this, real GDP growth 
is forecast to reach 3.1 percent in 2014, and to 
further expand to 3.5 percent in 2015.2  

15. balance of payments needs are 
projected to be met via increased official 
transfers and higher capital inflows. External 
financing will be indispensable in the medium 
term to meet fiscal and balance of payments 
needs, and the absence of such financing 
will result in the erosion of foreign exchange 
reserves. This supplements long running 
structural vulnerabilities that include high 
unemployment and persistent fiscal deficits 
with a chronic dependence on foreign grants. 
The structural problems are expected to remain. 
However, loans from the World Bank, the IMF, 
JICA, the European Unions, and more crucially, 
the $5 billion GCC grant and the US guaranteed 
Eurobond issue should provide Jordan with some 
buffer to partially offset the external shocks.

16. The regional turmoil in general and 
syria’s conflict in particular remain Jordan’s most 
significant short-term challenge. Official numbers 
on refugees likely understate actual numbers as 
many Syrians are believed to have integrated into 
Jordanian urban centers, fending for themselves. In 
the labor sector, Syrians are seemingly supplanting 
local labor and wages are being bid downwards. The 
fiscal costs are associated with housing needs, cost 
of power generation (which is subsidized), larger 
food subsidies and additional social costs, especially 
regarding health and education. Additionally, the 
turmoil in Egypt could impact through further 
disruptions in the supply of Egyptian gas, aggravating 
the balance of payments. For the same reason, as a 
large net oil importer, Jordan would be negatively 
affected by large increases in oil prices caused by 
geopolitical tensions such as those in Ukraine. 

17. rainfall in the levant region so far this 
winter has been significantly below average 
levels, threatening local harvests. As a result, 
Jordan will likely need to import agricultural 
goods that it traditionally produces. Moreover, 
since this is a regional problem, there could 
be an impact on global food prices. Jordan’s 
import bill, already stressed by a Syrian refugee 
boost to demand, could be inflated further, 
leading to a higher current account deficit. 
If not matched by inflows, exchange market 
pressures might ensue. In addition, local prices 
could rise, worsening the purchasing power of 
consumers.   
    
18. diversifying Jordan’s energy supply 
in the medium term is critical to building 
resiliency and improving the country’s balance 
of payments and public finances. An immediate 
priority during this reprieve would be to establish 
alternative sources of energy. Political instability 
in Egypt and Egypt’s growing need for gas are 
likely to be long-term factors that could impact 

ProsPecTs

2 Growth in 2013 has been revised down to 2.8 percent, from 3.1 percent in our Fall 2013 Jordan Economic Monitor due to weaker-
than-expected third quarter GDP growth.

The World Bank
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the delivery of gas to Jordan. To diversify its 
energy sources, the authorities in Jordan have 
announced plans for an LNG terminal in the city 
of Aqaba by the Red Sea. Additionally, Jordan and 
Iraq announced plans to build oil and gas pipelines 
from Basra, the main oil-producing region in 
the south of Iraq, to Aqaba. For Iraq, this will 
provide an alternative export route to the Strait of 
Hormuz, which is highly exposed to geopolitical 
risks. These projects require large investments in 
infrastructure and some time to implement.
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sPecial focus

UPDATING POVERTY 
ESTIMATES AT 
FREQUENT INTERVALS: 
PRELIMINARY RESULTS 
FROM JORDAN3

Jordan, not unlike many countries, relies on 
infrequent household expenditure and income 
surveys (HEIS) to estimate poverty in the country. 
In Jordan, the last HEIS survey dates from 2010 
so that the last official poverty estimates is also 
from that year. When policy decisions are made 
in 2014, they are therefore based on rather 
dated estimates of poverty. Not only has Jordan 
suffered from a series of negative shocks, the 
Government has also introduced major mitigation 
programs (e.g., the petroleum cash compensation 
transfer). Have these programs been successful 
in protecting the poor? Is Jordan still progressing 
in its fight against poverty? To help answer 
these questions, World Bank staff developed an 
alternative method for estimating poverty by 
imputing household consumption data into the 
Employment-Unemployment Survey, which is 
conducted every quarter. This approach offers 
alternate annual poverty estimates for Jordan. 
Based on this new approach, estimates for 2011 
and 2012 point to a small decrease in the poverty 
rate compared to 2010. Previous Bank research 
revealed, however, that a third of the population 
lived below the poverty line in at least one quarter 
of the year. Hence, while progress continues in 
tackling chronic poverty, transient poverty affects 
a large swath of the population, which points to a 
large share of vulnerable Jordanians. 

Country Overview
19. Poverty estimates are usually produced 
every few years by statistical agencies using 
household expenditure (consumption) or income 
surveys. Collecting such data is a time-consuming 
and involved process that requires considerable 
financial and human resources. Consequently, 
countries typically conduct these surveys every 
few years, and subsequently poverty statistics are 
produced every few years as well. Though policy 
makers often have a strong interest in monitoring 
poverty trends over time, they typically have little or 
no information on such trends during the intervening 
years.  

20. Jordan faces a similar situation, where 
little is known about poverty trends since Jordan’s 
department of statistics (dos) last conducted its 
Household expenditure and income survey (Heis) 
in 2010. In the meantime, Jordan has implemented 
a Poverty Reduction Strategy (PRS), undergone 
economic reforms such as reduction in petroleum 
subsidies, and experienced economic shocks due 
to factors such as higher energy prices, change and 
unrest in neighboring Egypt, and the recent large 
influx of Syrian refugees. 

21. With the fast evolving context in which 
policymakers operate, there is a keen interest 
to know about poverty and wellbeing at shorter 
intervals. In response to this concern, the World 
Bank team has worked with the Ministry of Planning 
and International Cooperation (MoPIC) and DOS to 
develop an approach that provides updated poverty 
estimates for Jordan. In contrast with the HEIS survey, 
which was last conducted in 2010, DOS administers 
the Employment-Unemployment Survey (EUS), a 
labor force survey with wide geographical coverage, 
on a quarterly basis. 

3 For further details Dang, H. and U. Serajuddin, 2013, “Updating Poverty Estimates at Frequent Intervals: Preliminary Results from 
Jordan,” Mimeo, World Bank.

The World Bank
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22. Preliminary poverty estimates employing 
a ‘survey-to-survey’ imputation method by 
combining the eus with the consumption 
expenditures information in the Heis have 
recently been developed (dang and serajuddin, 
2013). The work builds on a growing body of 
the literature that employs ‘survey-to-survey’ 
imputation techniques to update poverty 
estimates (Douidich et al 2013, Christiaensen et 
al 2012, Kijima and Lanjouw 2003). A statistical 
model of household consumption is developed 
based on household characteristics in the HEIS. 
Consumption is then predicted for households in 
the EUS using the above model.  By restricting the 
explanatory variables to those that are comparable 
across the two surveys, this method ensures an 
identical definition of consumption across the 
surveys, assuming that the relationship between 
consumption and its correlates remains stable 
over surveys and time, which, over the short 
time horizon under consideration is a reasonable 
assumption to make.

Estimates on Poverty 
Trends
23. in 2012, Jordan updated its previous 
methodology and produced new poverty 
estimates based on the 2010 Heis; the 2010 
poverty rate for Jordan was estimated to be 
14.4 percent based on a national annual 
poverty line of 813.7 Jd per individual. This 
threshold reflected the absolute minimum level 
of consumption needed to meet basic needs, 
following a ‘cost of basic needs’ (CBN) approach.4 

With the poverty line fixed for a particular year, 
to ensure comparability and consistency across 
years it is adjusted for changes in the cost of 
living, typically using official inflation statistics 
from CPI data. When this method is applied to 
Jordan, poverty appears to have declined from 
19.5 to 14.4 percent between 2008 and 2010. 

24. Poverty trends could be tracked between 
2008 and 2010 using the Heis data in these two 
years. However, this has not been done since 
2010 due to unavailable Heis data.  The macro-
economic projections in Figure 13 and Figure 14 
show per capita GDP growth to be weak, but this 
alone cannot say much about poverty trends. The 
recent subsidy reforms and associated cash transfer 
could well impact poverty, as could economic stress 
due to factors such as a continued weak labor 
market, increased electricity prices, and spillover 
effects from the ongoing conflict in Syria. The need 
to fill data gaps appears to be even stronger in such 
an uncertain environment. 

25. reassuringly, the preliminary predicted 
poverty rates based on the euss closely track the 
true poverty rates based on the Heiss for 2008 
and 2010. The estimated poverty rates are around 
one percentage point higher and one percentage 
point lower than the true poverty rates in 2008 and 
2010, respectively. However, the former fall within 
the 95 percent confidence intervals of the latter in 
both 2008 and 2010, indicating that statistically 
speaking, they are not different from each other. Put 
differently, this provides encouraging evidence that 
the estimated poverty rates can well approximate 
the true poverty rates in these two years. 

26. furthermore, updated poverty numbers 
for 2011 and 2012 based on the euss are also 
estimated and shown in figure 15. The figures 
show a very slight decline in poverty of around 
1 percentage point between 2010 and 2012. 
Thus there is a clear trend of decreasing poverty 
over time, even though this trend has leveled off 
since 2010 compared to the period 2008-2010. 
Notwithstanding the modest improvement in annual 
poverty incidence, as reported in the Fall 2013 
issue of the Jordan Economic Monitor, World Bank 
research also reveals that a third of the population 
in Jordan lived below the poverty line in at least one 
quarter of the year. In other words 18.6 percent 
of the population which is classified as non-poor 
based on annual poverty estimated did experience 
transient poverty, including some lower-middle and 
middle income households.

4 A comprehensive discussion of the methodology can be found in World Bank (2012).
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27. These preliminary model-based results 
are promising. Challenges, however, remain in 
order to improve estimation results further. While 
the predicted poverty rates are not statistically 
different from the true poverty rates, the numbers 
still need to be interpreted carefully, especially since 
they are model-based projections rather than HEIS-
based actual estimates.  Also, an effort needs to be 
made to try to disaggregate it by regions such as 
governorates and if possible develop projections at 
quarterly levels.
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Source: International Monetary Fund, World Economic Outlook 
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SYRIAN REFUGEES 
AND LABOR MARKET 
OUTCOMES IN JORDAN5

A large influx of refugees into a country occurring 
over a relatively short time is bound to have a major 
impact on the host country’s labor market.  While in 
principle both positive and negative impacts could 
arise from such a shock, ultimately the net impact 
on the Jordanian labor market remains an empirical 
question.  Official data are utilized to examine the 
impact on three labor market indicators - labor 
force participation, the employment rate and the 
unemployment rate - while accounting for economic 
activity through using construction permits as a 
control variable, at the level of governorates. The 
Vector Autoregression (VAR) methodology has been 
adopted on panel data that involves a cross-section 
of governorates in Jordan, during the time period Q4 
2007 to Q3 2013. We find evidence suggesting that 
the Syrian refugees are causing a reduction in the 
national labor force participation rate of Jordanians. 
Preliminary analysis reveals this could be the result 
of refugees willing to work for relatively low wages, 
causing a large increase in discouraged Jordanian 
workers (as these have a reservation wage that 
they perceive cannot be satisfied under the current 
environment and therefore prefer to drop out of 
the labor force altogether; since these discouraged 
workers are no longer searching for jobs, they are 
not counted in the rank of the unemployed). Given 
Jordan’s previously low labor force participation rate 
prior to the Syrian conflict, the recent drop in the 
participation rate is a source of concern.

Background
28. The world has been facing one of the 
largest exoduses in recent history since the onset 
of the armed conflict in syria. As of March 2014, 
over 2.5 million Syrians have fled their country in 
search of a safe haven across the borders with the 

country’s immediate neighbors, namely Lebanon, 
Jordan, Turkey and Iraq (Egypt has also received 
a large number of Syrians). Jordan hosts 584,600 
Syrian refugees officially registered with the UNHCR, 
equivalent to almost 9 percent of the population. 
The majority of the refugees are integrated into 
urban centers. The governorates with the highest 
ratios of Syrians to Jordanians are Mafraq (19.82%), 
Irbid (10.67%), Ajloun (6.5%) and Amman (5.4%) 
according to Q4 2013 UNHCR estimates. 

29. Jordan was already facing economic 
challenges prior to the spillovers of the syrian 
conflict and the influx of the syrian refugees 
into the country. Persistent deficits in the current 
and fiscal accounts in a fixed exchange rate regime 
system have rendered Jordan dependent on external 
financing. Two main external shocks, the global 
financial crisis (2008/2009) and the turmoil that 
followed the Arab uprising in the region (2011), 
exacerbated these stresses.

30. Jordan has a structurally weak labor 
market. Regardless of the state of the business 
cycle, the unemployment rate in Jordan remains 
in double digits, reflecting high structural 
unemployment. Unemployment in 2013 remained 
elevated but did not worsen materially despite (i) 
an expected tightening of job openings in the public 
sector—historically the source of about half of net 
job creation in Jordan—due to fiscal consolidation 
efforts; (ii) moderate growth that is not sufficient to 
absorb the large influx of youth entering the labor 
force; and (iii) a large influx of Syrian refugees, some 
of whom are seeking jobs.

31. Potentially, Jordan’s labor market has 
a large exposure to the syrian refugees. This 
exposure, however, is primarily restricted to the 
informal labor market due to the difficultly faced 
by Syrian refugees to have access to and compete 
with Jordanians for jobs in the public sector and the 
formal private sector. According to estimates by the 
International Labor Organization (ILO), the number 
of Syrian refugees working without permits in Jordan 
(i.e., in the informal sector) reached nearly 160,000 
(in 2013). Moreover, according to the Jordanian 

5 This Special Focus was prepared by May Ibrahim, Senior Executive Assistant in the Beirut World Bank office.
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Ministry of Planning and International Cooperation 
and the UN (November 2013), the potential active 
refugee labor force in the governorates of Mafraq, 
Irbid, Zarqa and Amman was estimated at about 
108,265, of whom nearly 38,155 were estimated to 
be employed (regularly or irregularly). This study also 
indicates that Syrians are estimated to form around 
8.4 percent of the total potential active labor force in 
the above-mentioned governorates, constituting 3.5 
percent of all employed persons and one-third of the 
total unemployed.

32. recent studies have found a significant 
impact of the syrian conflict on specific sectors 
in Jordan. For example, the Food and Agriculture 
Organization (FAO) has found that the Syrian 
conflict has decreased domestic employment 
opportunities in the agricultural sector.6 Agriculture 
is considered as a main source of income for 60 
percent of Jordanians living in rural areas. Also 
noteworthy is that in other sectors, and on average, 
Jordanians are earning 123 percent of the income 
of Syrian households, and generally have access 
to more stable and frequent jobs in skilled and 
professional employment, skilled self-employment 
and social security funds.

Methodology
33. limited data availability allowed for the 
testing of only three governorates- amman, irbid 
and Zarqa. A VAR was adopted on panel data that 
involves a cross-section of the three governorates. 
The VAR endogenous variables are: SYR (the number 
of Syrian refugees in Jordan), ECON (the percentage 
change of construction permits area as a control 
variable for economic activity) and three labor market 
variables used interchangeably - the employment 
rate (EMPL) (in percentage), the unemployment 
rate (UNEMPL) (in percentage) and the labor force 
participation rate (LFORCE) (in percentage). Three 
VARs have thus been estimated: VAR1 (SYR, ECON, 
LFORCE), VAR2 (SYR, ECON, EMPL) and VAR3 (SYR, 

ECON, UNEMPL). Quarterly observations were used, 
covering the time period Q4 2007-Q3 2013.

34. a number of econometric tests were used 
to ensure robustness of the results. This included 
unit root tests that provided evidence that the VAR 
variables are stationary. In addition, the VAR lag 
lengths were chosen optimally to pass the residual 
tests of no serial correlation, normality, and no 
heteroscedasticity. The Cholesky decomposition 
method was used to generate impulse response 
functions (IRFs).

Results
35. evidence suggests that syrian refugees are 
causing residents in Jordan to drop out of the labor 
force (which is already relatively undersized). 
VAR1 (Figure 16) illustrates that a positive shock 
to the Syrian refugees variable has negative and 
significant impact on the labor force participation 
rate. This could be due to Jordanian residents feeling 
discouraged from seeking employment as Syrian 
refugees bid down wages to a level significantly 
below their reservation wage. 

36. an increase in the labor force participation 
rate improves economic activity. VAR1 IRFs (Figure 
16) illustrates a positive and significant impact on 
construction permits from a positive shock to the 
labor force participation rate. Furthermore, there is 
evidence from the same IRFs that a positive shock to 
construction permits has a positive and significant 
impact on the labor force participation rate, since an 
upswing in economic activity does attract individuals 
who were not searching for jobs, to join the labor 
force.

37. There is no evidence of an effect on 
employment in Jordan from the influx of 
syrian refugees. VAR2 IRFs (Figure 17), illustrate 
insignificant impacts on employment or construction 
permits in response to a positive shock in the Syrian 

6 Food and Agriculture Organization (FAO), “Agricultural Livelihoods and Food Security Impact Assessment and Response Plan for 
the Syria Crisis in the Neighboring Countries of Egypt, Iraq, Jordan, Lebanon and Turkey”, March 2013.
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refugee variable. However, a positive and significant 
impact is shown on employment in response to a 
positive shock in ECON, suggesting that construction 
permits are a good proxy for economic activity in 
Jordan. In principle, the labor force survey from 
which the data in this econometric analysis is based 
does capture the informal economy. However, it 
is possible that a large and sudden shock to the 
economy and the labor market, as is the case with 
the Syrian conflict and its spillovers, could result in 
a structural change (e.g., a larger informal economy 
and informal labor market). If such a change has 
occurred with the onset of the Syrian conflict and its 
spillovers onto Jordan, then the existing labor force 
survey could be underrepresenting the impact of the 
Syrian conflict on informal employment in Jordan. 
From the labor force survey it is also difficult to 
assess to what extent changes in the informal labor 

market are impacting Jordanian workers, as opposed 
to resulting in a substitution of migrants foreign 
workers by Syrian refugees.

38. There is evidence that the influx of syrian 
refugees affected unemployment in Jordan. VAR3 
IRFs (Figure 18) show that a positive shock to the 
Syrian refugee variable has a negative and significant 
impact on unemployment. The magnitude of this 
improvement in the unemployment rate, however, 
is similar to the drop in the labor force participation 
rate described above. The combined finding of a 
reduced labor force participation rate and of the 
unemployment rate is, therefore, a source of serious 
concern. Discouraged workers that drop out of the 
labor force risk seeing their skills and more generally 
their human capital rapidly erode. After a sustained 
period of time, the employability of these workers 

figure 16. impulse response function for var1  
(syr, econ, lforce)
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would therefore be significantly reduced. This would 
reduce the economy’s potential output and result in 
large welfare losses for those discouraged workers. 
The ECON variable (construction permits) does not 
significantly impact unemployment. This could be 
due to (i) the fact that the public sector is a major 
source of employment thus weakening the linkages 
between the unemployment rate and economic 
activity, and (ii) that a significant share of the labor 
sector operates in the informal sector.

39. We do not find significant evidence of 
causality. Granger Causality tests cannot reject the 
hypothesis of no causality between all variables for 
the three VARs, except in the case of VAR1, where LF 
does Granger Cause SYR. 

figure 17. impulse response function for var2  
(syr, econ, emPl)
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figure 18. impulse response function for var3  
(syr, econ, unemPl)
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daTa aPPendix 
Table 2. Jordan: selected economic indicators, 2011-16

Source:  Government Data and World Bank Staff Calculation.
* Includes adjustment to other receivables for 2012 (0.4% of GDP) and 2013 (0.5% of GDP)
** Government and guaranteed gross debt
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Table 3. Jordan at a glance
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FALL 2013 JEM: 
“MODERATE 
ECONOMIC ACTIVITY 
WITH SIGNIFICANT 
DOWNSIDE RISK”
The Incidence and Importance of Transient Poverty 
in Jordan: (Special Focus 2) According to annual 
official estimates, 14.4 percent of the population in 
Jordan lived in poverty during 2010. A within-year 
profile of poverty, however, indicates that a third of 
the population in Jordan lived below the poverty line 
in at least one quarter of the year. In other words 
18.6 percent of the population which is classified 
as non-poor based on annual poverty estimated did 
experience transient poverty, including some lower-
middle and middle income households. Further 
analysis is needed to understand the complex chronic 
and transient dimensions of poverty in Jordan as 
policy interventions will differ in effectiveness to 
reduce poverty versus vulnerability.

Impact of Syrian Crisis on Jordan’s Health Sector 
and Subsidies: (Special Focus 1) The large influx 
of Syrian refugees into Jordan, currently at over 8 
percent of the Jordanian population, is having a 
significant and palpable socio-economic impact. 
Jordan’s open door policy and the authority’s 
generous decision to allow the refugees access to 
basic services rendered to nationals have generated 
large direct fiscal costs. This Special Focus provides 
quantified estimates of the cost of some of the most 
significant services provided to the refugees—drugs 
and vaccines administered and bread and LPG fuel 
subsidy programs—for the period 2012-2014. We 

find that drugs and vaccines are projected to cost 
the Jordanian budget USD 71.5 million during that 
time period. The bread and LPG subsidy programs 
are among the principal subsidies extended by 
the authorities to enable all Jordanian households 
access to basic necessities. As these are universal/
untargeted subsidies, they have also been accessible 
to the Syrian refugees and possibly to Syrians back in 
Syria. Using econometric analysis, we estimate the 
cost to the bread subsidy program due to increased 
demand by the refugees during the period 2012-
2014 to be USD55 million. As for the LPG subsidy, 
we find that the additional cost comes out to be USD 
24.9 million during that same period.
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SPRING 2013 JEM: 
“MAINTAINING 
STABILITY AND 
FOSTERING SHARED 
PROSPERITY AMID 
REGIONAL TURMOIL”
Impact of the Syrian Conflict on Jordan’s Economy: 
(Special Focus 1) As the Jordanian and Syrian 
economies are weakly integrated, the aggregate 
economic impact of the neighboring conflict has 
been contained though sectoral impacts have been 
material. Syrian refugee inflows and rerouting of 
regional tourism to Jordan contributed to boosting 
domestic demand and supporting the recovery of 
tourism and the growth of related services. The 
escalation of the conflict since late 2012, however, 
has resulted in an accelerating influx of Syrian 
refugees. This significantly increased pressure 
on public service provision and worsened public 
finances further. It is also expected to have impacted 
Jordanians working in the informal labor market. A 
decline in exports following closure of Syrian transit 
trade routes, combined with an increase in imports 
due to Syrian refugee demand, also impacted the 
country’s trade balance.

Options for Fiscal Adjustment and Consolidation in 
Jordan: (Special Focus 2) The steady and structural 
decline in revenues that started in 2007 shrank fiscal 
space and increased the vulnerability of Jordan’s 
public finances to exogenous shocks. The sharp rise 
in spending that started in 2011—in part related 
to the disruption of Egyptian gas supply, and to 
meet popular demands for additional spending and 
subsidies—resulted in a significant and unsustainable 
worsening of public finances. Options to address 
this situation include both revenue and expenditure 
measures. The former comprise broadening the tax 
base and ensuring equal enforcement of existing 
tax laws. The latter consist of improved efficiency 
in current and capital spending, adjustments to the 
electricity tariffs to reflect the permanent increase 

in input prices, a better targeting of consumer 
subsidies, and water sector reforms. If well balanced 
and calibrated, revenue and spending measures 
can be progressive, which would enhance their 
acceptance.

Making the Transition to the Knowledge Economy: 
The Jordanian Case: (Special Focus 3) Jordan has 
developed a valuable knowledge economy over the 
past decade. Further reforms, however, are needed 
for the sector to fulfill its potential, not least in terms 
of quantity and quality of jobs. Jordan’s education 
system is forming the human resources needed 
for a modern knowledge economy but reforms are 
needed to equip students with the skills demanded 
in the market. The country’s R&D infrastructure is 
solid and its scientific production relatively high, 
but these capabilities are not closely linked to the 
needs of the economy. ICT-based industries such 
as business process outsourcing and call centers 
are also areas in which Jordan has a comparative 
advantage owing to the widespread use of English 
and a history of links with foreign investors. Another 
promising sector is health tourism, in which Jordan 
has already invested heavily: Building on the above, 
institutional reforms are crucial to re-direct domestic 
and foreign investments towards technology and 
skill intensive sectors.
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(for an exhaustive-e list, please go to: http://www.worldbank.org/en/country/jordan/research )
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